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INTRQDUCTICN

Technalagy iransfe> agreements cgver liczense .ights gvar spacific grocess

fornulae or manufacturing technalagy (may 3e gatanted ar unpatanted); gth

m

kncwladge and exgertiise necessary far the setting up cf a plant; and
pravisiagn gf varigus technical assistance 4nd suppariing services.

By tscnnglagy we mean inventions,designs,mocels,trademarks,capyrights,
sxpertise,kngu-hcw and the like which caould possibly be licsnsed gr sclca
g gverseas buyers an a cammercial basis. It is not essential :nai the
tachnglogy be covered by patant,capyright,design ar tracamark Teglistratian
for it to Be marketable abroas However,it 1s generally advisable g have
the appropriate form of covar if it can be chtainec.

Under the arrangerants, specific agreements csuld be in Ent farm af :-

(1) Jaint Venture Agresments.
(13) Technical Assistance Agresnents.

(111) Know-How Agresments.

(iv) Licsnse Agresments.
(v) Patsnt and Trademark Agresements.
(vi) Sales Ecuuisi#on Agrusments and

(vil) Turn - Key Cantracts.

This papar cc-cantrates on the transfer of echralogy by licensing
agresments and although 1t cefers fresquuntly ta the pracadures stc.,
applicacla tao the licesnsing aof manufacturing tachnalagy, the basic
principles shguld anply to the transfer af gther types af technalagy.

Alsg 1% {s an attempt to {llustrata what is regquired tg farmulata a
srangfer of tachnalcgy agreement fram %he Australian paint of viaw.
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LICENSING TECHNCOLIGY QUERSEAS

1. Yhe Exseo~t Technglagy ?

As & general Tule it !s mgrs profitable to export jocds and servicas than
+g sell knowledge. However, there are numgIcus seascns why sntregreneurs

licanse the use of their technglaogy to overssas buyers o users. Scgme af

the main reasons are °

. Tc sttain additional revenue from existing patants, trademarks,zesigns,
sxpertise and know-hau.

- To spread company casts af research and deavelgpment

. To resch new marksts nat accsssible ta existing facilicies because

-  the product ls heavy or bBulky la relation g value, makirg
transpart unecanamical

- the Austialian plant is already at full capaclily

- the dasign ar standard gf manufaciure of the praoduct required
in an gverssas market is sg different fram that sald lacally
that it cannot be ecanomically modified Iin Australilia

- the praduct i{s perishable

-~ paglitical or econamic policies (e.g. high %arif® bBarciers) in an
gverseas cauntry may 2'l3%t3te against alther exporting agr direct
investme- .

. A limitad o.- ngn-- .istent markat for the product in Australia

. Tha foreign licsnsee may 2e able to praovide recigrocal Lenefits in
kngu-hgw, rasearch and technical services

. To discourage pgssible infringament, impairment or loss of existing
trademarks and patants

+ . Ta develap markats fgr raw matarilals, camponents or cimplamentacy
products made Sy the licsnagr

. Ta develsp sources of raw matarials or campaneants fgr gther
gpecations
L
. Stimulatad Sy succesaful licensing activisy 3f agther flrms
. A dasires %0 move clgser 0 agvers#as markes Sut unwilling oo unabla

%8 invest Lacause:




- the gversegas marke: s %*gg small *3 warca2nt a2 sulstantial capisal

investnent

- wunahle ta affard the capisal and / gr management Tescurces

nacgssary to estaplish a disgct lnvesimant.

Planning a general expansign gf foreign gperaticrs
-~ possibly as a first stap toward eatablishing a direct invesimant
- %o gain equity participatiaon in ar gverssas campany ( joint ventuze)

- rgoyaltiass etc. can be used tg expund-cversens investaent without
drawing aon domesti=z capital.

2. Basic Cansideratigns

Licances are normally long term agreements and careful thaught must be
siven to the possible implicatiaons of such a stup on the licansars existing
tuainess activities as waell as any gther plans he may have for the futucss.
Tt is obvigusly not posaible to forecast with complete accuracy, But the
sossidle effacts shaonld be allowed far as far asz practicabla.

Thare ara a number aof risks invalved in entaring inta a licensing agreament,
and the licensar shauld be very tharough i{a lnveatigating the proposed
licansing arrangemant. Although the Australian licensar may not Be risking
capital, he will Be halaing tc estaclish 2 pcotan<tlial campetitsr asraad

wha may ultimately baccme 3 threas: %o existing axpcst merkats and even g
the Australian markest.

The basic cansiderztions should therefore includa:

. Futurs plans of your campany

. An axamination of which elaments aof ygur tachngiagy are most suitanls
far sala ar licence gversaaas

- Lhether licensing ia the wost suitabla way in whish 4%g market the

tachnalagy
. Will <the licensiang agreement praovice She licamsir wi®h a return guer
R 2fr3zr:

e life af tha agreement commansurata wiith the ax7endisurse anc
v

alved in r2aching and subsequently administaring an agrezemant




Yhether Aussralian go gverseas gatent, iracdsmack, zesisn o> zopyTtignt

grotachtiagn is necsssary

i+ ig sgwential g cesermine this goigs g z2ffesing yaus techroizgy

to & cotantial licansee.

3. . Assgssing the Marke% Patsntial

As wiia any markst study the licenscr should:
. Make sure thera is a demand for the product ar senvice

. Es ‘mats as accuratsly as possible the current ang futyre level gof
that demand.

TR current demand far 2 manufactursed producy can Se gauged ?tam ihe
lizensco's cun exparts to the area, total imports aof the praduct by the
‘nast coguntTy if adeguata statistics zre avallable, and from the level of
hest cauntry production gf similar groducts.

Local Jemand may ha beirg stifled by the impgsition ¢f tariffs ar impoxt
quotas and 2 significantly different level of damand may Se sreated 2y
arranging productian within the hgst country.

The licensar should alsgo cgnsider the export possibilities 3 %he zrea.
In addision tc increazsd sarninga fTom the venture any proposal to expaoTs
from %the host csuntry could assist grewtly in sitaining the foreign

government's agproval.

Detarmining the lungar tarm markst prosgects is cbvisusly a much mare
dirficul: task and the advire af local sprciialists maoy be the Best caurse.
The Aus+calian Trada Commissigners< L1 th2 area can nhelp 1o this cegard,
ang she Australian Intarnational Susinasa Asacciatian, T7+h Flgor, =4

Young Straet, Sydney, have publlisheg a directary of intarnational market
resesrch crganisatigns.

IP she rgaults of tha narket appraisal favaur licensing tne analysias %hat
has been mag. af e¢xisting and future marckes gaiantial f3° the gacds gr
services will enagle =he liceansc: tg nagjuitiate a canitrzact (hat reflac4s
tha iicame =arning c2pacity af <ne zacticular tachnclzgy. The amaunt ang
3rm 2f gaymant, “ne duratign 37 the agrzemest and the ranewal tatms zan
Je aglustacd %3 pratact ‘he =zsmeany's Lntarasta in aliner a static 3T oan

axgAnding marke” situatian.
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im this market analysis s<age 13y spare he liczansgr

=

xncw=-Ngu, gatan%t cighits 3= he
wi’l alag help consicersbly in glanning and

< Y
ting servicas that may Se c~equiced

X8

and future regquirements far cagital, alant zapac
fo P

materisls and sugp

for the licensed gperation.

when assessing the likely lavel of caompatiticn the licenasr should cansicdar

such facigrs as:

. Whether {hera are local fi-ms making products ar providing secvicas
similar to or reletad to Nis qun

. What is thelir number and relative siza

. How da these procducts or services differ in gualitly,design and price
from the potantial llcensed product or servicsa

. Yhat pgrofit margins do local competitars enicy

- Can yaur praoducts ar servicas be markatad in the necessary quantities
2t 2 compatitive price

. Should a tast survay 8e made of custamer preferences ar narket
acsaptability af ygur gwn praduct gr service

. Whather any gf :he local firms are pirtially ar whally cwneg by
Austoalian zampetliars, ar faoreign cagmpanies with which you have
campetad in cther markat areas

- dhat share g# 2he market would yau nasd i capture

. What are the distoiSutliagn and marketing strengihs and ueaknassas gf
the principal competitors

. If marchandising i{s an impar<ant facior in market penetratiaon, will

a licensing arrangement Se as 2ffac%tive an 2pproacn as a2 camgany -

gured and can%rgllad salas 3> sarvicing agrganisatizn

- Caulc your axisting mercnandising taunnigues e yaag 27%2ctively in

“ha gvarseas csuntly.
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. Licansing Feasizilicy ang Costs

w

If she market analysis Tindings are sztisfaciosy, the licensgr still has ¢

detarmine whather licensing (s

(a) ghysically and scancmically feasible

Ganerally a3 licensgr who daoes not wish ta contribute capital prefars ic
nagotiate aﬁ agreement with an sxisiing ?firm who already has an apgpropriate
servicing facility, ar has the plant capacity and praguction machinary
needed tc manufaciur=s the licensed groduct, ar whisa glant and equizment
can he adapiad &t rewlatively smail cost. If such Tacilities can 3e faund in
the nands of an eligible licynses, the licensor will bBe sparsed the delay
and financlal risk invalved in putting his cun funds inta the pruiscs.

Fuli respensibility for praviding or raising cagital is very fregquently
placed an the licansee company. However, it is’nsacntial shat the licansar
makes sure that capital funds will be avallaple at ths times raquired,
gtheruise the full earning capacity of the licansed procduct or sarvice (s
not likely o Ue realised.

Gftan the licarsas’s existing facilities, or even thase pravidad by the
Australian liceasor will Se less agdarn and afficiant than those used By
the Licensar for domsstic gperaticgns. Thess diffecencas in calation &g she
projectad gutput or servicing hava tag be takan i{ntg accgunt in determining
raslistic %tzrms af agreemect.

(B) likaly ta prove prgfitanle

- cgompars gperatisns af posaible lié:nsnss with aqun cgparation -~
gutput. maintenanca, servicing

~ campare ~zw matgrial, power, transpagrt atc. cgsts
~ campare labour sosts and lagcur availabiliiy
- czmpare praductiviiy lavaels

- if +the licansing preoposal is likaly %o involve ithe impgyst Lasag she
ngat caunicy 3f car<ain 2quipgment, raw matarials oo zcmgonents, Lns

lizansg:s 3hgull check

. govarnmant lmpgart 2nd farziqgn 3axcharge sgntTIl3 2 the liams

zanczrnad

. alsernative scur<=2a 37 sucgly 3f tna 2quizmens o Yatarials




. whether laocal sub-coniTactcsos can srcduce 3Ny Neca2ssary Ltams 3t
an accegtakbls cost

N

. are *here acsceptablz substitutes avallablc gn the local macke:s

. are thers complementsry XNcw-NGw, deaign etg. Tights whizn zhe
»

licensee wil? have ¢3 obtain frcm athne

The licensor is aofian in the bast posi:icn $a clarify these paints hbecause
of his knawledge of the process gr servics involvec. This shguld be daorne
befare any agreement la finslised.

“Depending an the naturs af the licansing agreemsnt tha licensar should, whers
agpraopriats, satisfy himsal? on such matiars as

. Adsquacy g? ths existing distzibuticn netucrs

o Presence gf adsgusts aupperting facilities and sarvices sych as slpctsic
power, water, transport, commynicatigns, insyrance, finance, credis,
advestising media a2nd packaging

. Whether sufficient labour of thae raguirsd typae is availagle at acgzentab!
wage cates

. Rastricticns an foreign skilled workers or managemant rTesiding in the
hgst cguntry.

Tha licansar shauld be careful nat %o underestima<se thae %ime, funds and

ather assets that he is lilkely ta have tg devcta ta the project. In %his
light rastrictions gn visitars' visas etc. may be impartant.

In setting what hea cansiders to Be a reasgnabls rate gf retyrn, the
licansgr should check that the hgst cauntry will allgw payment at that

lavel. Many caguntriess now apply canditigns, maximum levels ¢f raoyalties,

e

?zas ats., and it L3 essentlal far She-licensgr tg clarify whethar nis

arapgsal megts theas critaria befgre rceaching a 7inal agrseomant.

At this point thae licansagr should alsa check tha taxatiagn situatian
applying to the proposed arcangement. An "adequata® grass cefurn in %he
farr 3f rgyalties gr fzas may prave complataly uneccnemic whan the a’ilar
tax sistuatign !s assessed.

Having analysedq the markat and assesssd lgcal 23St sT-uctules, he

)
b
n
[£]
ha }
w
[s)
L} )

angulz Se 3agle tg calzuylata wuhether <he zsracuct ar 3arviza zam 38

)
1)
[§)
n
3
0
n
(Y

an a praflcapla nasls.




3. Climase f3r Iacortsd

As licens.ng 3greemeants uysuyally ggesate f2r 3t lzast flve yzars the lizarsc:
a

¥ maticnal

(]

shguld logk at she wholz complex ttituces ance lagilelz<tizn
Searing cn %he licensing prapesal in grder tc assess the prstabilisy of =tha
s

agreement running iis canrse wisthaut sacigus di

The follcwing areas and questiaons should Be considered:

o Paglitical and ecgnemic inatanility which cauld Jjespardiss the
cperaticns of the lizenseas

. Natignralistic aims which might prejudice the protactian afforded
tTade marks, patants, designs stc.

. Ecancmic_ and Business regulations such as fgreign exchange ccontrols,
taxatian, price canirgl, restTticiive trade practices, mancatgry
standards and anti-mgnopoly laws, which could affect the grafitacilisy

of the agrasmant

- Hast cguniry attituda to, and obligatigns under, intarnatisnal
agreaments or canvenitions which cguld have a diract bearing an the
arrangement, 2.3. trade agreements, cdouble taxatign ag-esments,
commercial arbitiatiocn laws gr conventiaons, Code of Canduct far the
Transfar af Technolagy (UNCTAD), Cadr dof Canduct for Muliinatianal
Enterprises (QECD)

. Whether eguity particigation ls accaptables in lisuy gf all ar parct
af cTavalty payments or lic=nce faes

. Limi%ts placed gn tha percentace of fareign equity particigatiagn

. Tazif? policy in re=latian ta imporiad matariala and compagnents which
tha ligaenses will require during the lifz gf che agreament

. Taci¥#? policy .n relatign *a *%he arcduct g Se araduced 3y the
licensgsae. Yhat is the probagility of incresased imgort zcmoetitian

. Heet cguntcy lagilalation {n respect af campensatian in tha avent af

the licenagr gr licansae JTeaking the agroement.




7.

gurses gf Informatizn ang Agvics

tn

Sbvicusly cznsiderazle rsesearch L3 involved Iin sesiing up 2 licensiag

arrangemanrt, and isefulscurces of infarmatian inc'ace

. Regianal Jffices aof the Cepartment gf Vrace ang Raoegucces, which ase
?

located in the capital ciity of gsch State, should bdae your ifnisial
cantact. They will pecint you in the cight directign $ao gain
information and assistance, either from Governmant ar pgrivate bodies,
and -they alsg have a wide Tange af information readily avsilable an :
- (QOverseas mackets

. ecgnomic conditions

. laws and regulations governing faorsign investment and tachnolagy
transactions

. opportunities fgr investmant and licensing.

. The E€xogrt Markast Daevelgoment Grants Scheme providas expsrt incantives

far services providad cverseas and the expor® af industrial property
rights and know-how that are substantially of Australianm asigin. Full
details. are available from the State Offices of ths Expar: Mirkat
Develcpment Grants Bcard - addrasses listed in Agpendix 5.

. The Exgort Finance and Insurance Carsgration (EFIC) praovides

facllities for expartars gf goods, capital, services and technalogy.
State QfFices of the Carporatign zre lisfad in Appendix 5.

. J«¢har Services

- Intarnal company recards af axpgrs shizments, prices, praduc<ion
costs, profit marqgins, etc.

- Industzy and faceign $rade assaciation statlatics and reports

- smpany distributgrs anag filsla-representativas in the ares

- Po:an;ial licantees and comgetitars in the area

- QOthe- Australian companias with similar experiznca in the area

- DOgmastic and fcreign banks and credit osrganisaticns

. mgat Jankz and merc.ant banks pravide infarmatian an many

ineividual cguntciazs ang Lf such infarmaticn L3 ngt {mmeciataly
availables, woulcd e willlng ta regearch %Lheir clienta’' angui-ias

- Brivata research grganiizatigna ang Lansultants

- Adver<ising madia and agencias




- Australiar, and faralign government gersgnnel and puclicatians

- Fareign tracde publications and gther gericcdical scurces in Aussoal:

“a S

and in the fgreign csuntly

- Frimary data collectad fram consumers, ctetallarcs, suyppliacs, 2t:z.
It should ke stressed that whilst the above sgurces of infarmatinu may 3e
useful in preliminary evaluatians 3f a patential licensing arrangement, the
Department etsongly advqcates an the spe’ investigatiaons By company
rtpreséntatives, including contact with foreign government gfficials kefare
a final decision is made. The AustTalian Trade Comuissigners can assist
with anpointmants fgr ycur visit tg the market.

8. Lacating Patential Licensees

Several avenues are aopen to the licensar far lgcating suitable licensess
and ganesrally 3 combination of these will bBe used. Some af the avenues are:

. Australian Government facilities such as the Departagnt of Trade and
Rescurces (imcluding the Trade Commissignaer Service)

. FubBlicity thruugh specialised journals published and cizculatad agroad

. Bublicity thraough Chambers af Commerce, indusicy organisations and
similar specialist groups in Australla anc cversaas

. Participatian in specialised trade fairs and exhibiiicns ahrgad
- Participatian in gverseas technolagy fairs ang seminars
. Australiar fi{rms and organisations such as hanks, tachnglagy braokars,

patent attorneys, accguntants, approprlata State Government
Depar+m=nts (2.gq. Decantrallsaticn and Develapment, ard LaBcur and
Ingustsy)

. 'Far:ign trade representatives atfached tg tmbassies and High
Commissigns in Australia

. The Unitad Natiaons [ntarnatignal Tradae Cansre in Geneva

str2tian with Lintarnatiognal filnancilal grganisatizsns, s3uch as zhe
dorla Zank, wnich ara zcntinually 3eeking *he servizes uf 2xper=a
E ]

ultants far gvarsaas Jraoscts
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Having lzcated a prospective licensse the task 2atesnining wheihes the

e

o
h
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~CuLn
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is suggestac ithaz :In

r

#i-m i3 suitahle can prgve a litils 24

chacking gut process include:

. Cantact with “he Australian Trade Commissigner in the arga

. Discussiaons with hZanks unc¢ leading tusinessmen wha may have a close
knguladge of ths prosgective licsnsee, and wha may bDe abla ta pravide
cammerciai refarencaes

. A search through the rgpcards of the lacal registrar of companias
.  Contact wit.. some of the licansee's existing customers and suppliers
. Whers appropriate, cantact witih fg:larcn and academic institutions

which may be able ta comment gn the techaical gqualificatigns and
expartise af the prospeciive licensee. ’

I+ is quitas likesly that for socme of the smwaller or l2sy davelaped

countrTies a suitable licarsse ﬁay net Se available. If it is dcsired

to pursue the sales cppartunitigs in that particular arsa and direct =xpart
ts gut of the guestian, then the licensor may be cbligec to caonalger
wstablishing his own graducticn ar servicing facllitias.

In the case of well davelaped econamias the problem will usually be <2
salect thae most suitable licenses frsm amagnqg tha many praspects. At least
in thase instancas the licansor can keep fairly rigidZly $a his
‘predetarmined criteria.

S.

h

elactinc 3 Licansee

The suc=ess a¥ an gvarseas lizansing venture dapends ngre 2n the Tight

chgica of 2 llcanses than any cther singla "acigr.

I% {3 unlikzly that a licansee will e found who sogsessas 3Ll the
desired gualitiss and scme campamisa will pratanly 3e neczssary. The

2rincigal fazatuyres saught in a partiner are:

. Tachnical campge“anca in the garticulay flalg af ac:ivi:i

. Jusinese ruautatiagn in the markat areas 23 g cgvered




. ABilisy *c weork smggitnly Ln the pTIgcsed vanlurse.

Sriasr %z any cantact witit the potential llizensae, whe lizenscr mest SonsiZer

whesher the prospeciive Jartner should:

. Have 1%3 cwn Zistributicn as well as procuctign faclilitias

. Have secvicing facilitias (47 reguirez) availakla

. 3e producing similac pgrudusts ar engagez in a3 siamlilacs fileld af activiiy,
er al*arnatively, 3a pracducing a camglamantary But nan-compatitive

rcduct range

. Have a well~established reputatisn in the ares or e newly establishec

- 3e locally owned gr gart cf a mulii-natigral graup

. Rlready regresent the licensgrs in the ases rather than Re 2 new
assagciata

- Parmit the licensgr tc taka2 an agqulily intarest in tha venture

- Use the Licensgr's %-adse marks g have Lts gun

- He capatls of cperating inmcegencantly g¥ the licensar, ac
altarnatively Je hasvily reliant on the ligensar.

The relative impartancaz of <these colteria will vary wish aach case,

depending far examplz whethel:

. Patent rights ars heing g?fered agn a ngn-exclusive Zasis

. “Tha czmplexity of the technglagy invalved

. “ngu-hgw s Agiag 3alz2 ia cagnfumcticn wils gatant ~ignts

. The lLicensa: Sas 2n internatignal brana {mage ar ceputatizn %3 uchol:z

. The sala L= =g Za a shgri-tesm 32 lang-tasm arTcangament.

|




“8. MNecz=ziatinmg %the Agsegmans

Lizensing agreements zan Se cIncucted In several ways

. Sy cgroresponcence
- Bec-sanal ciscussicn and targaining
- Thraugh an intermediary cr agency.

Although persgnal contact {s sirangly -ecammancded 73T the negatiating sciage
1+ is -~salised <hat tha axpanse and axecutive time invelved in gverseas
visits may Sa a3 praoblem for scme licensgrs. Much aof the imitial

negotiating can be caoncducisd By correspendencaz, and it ia suggestad that
tha gquesticnnaire apgroach ba adgpted.

Quita apart frcm cgnsiceraticns af tact and diplcomacy , scme catagaries

af infcromation will anly be reliatle {f cbtained through or veriflied by
independent sgurces. Just as the licensar must fing 3yt adout the

licansae, tha prospeciive licersqee 1s justified in asking for detailed
infaormation gn the licensac z2nd the latier should Se grepased ta co-aperate
in this -egard.

The sa-t af infarmaticn %the llcensgr might seek, whare appropriate, in
raspect af the prospective licansee incluces :

Camganv stuciyse and resgu*tatian

-~ legal status af arganisztian
. sgle tTacar, partnership, private aor pudlic camgany
. does 1%t have limited liagility

- wha has casntrolling intarest

~ year zstagolished
-« names and natignaliiles 3f Zdirecsarss 3T zarsners

. whag have effacitive day ta cay czneral

-~ datails 37 3any s3rpgorate celatignships

. gsarent, sutsigdlaciss ar asscclatag ccompganiss

1z
(]
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~ whare %he licenser is eF¥faciively csntroliled Ty Cne Zerscn wnas

]
Nag=ens 2 tls Zeatnh

- what ia the likellhccoe af :tne licensee Selng takan gver Iy anginhers

fizm.

tnancial st-uctuyre

"

~ recent auyditad acczunts should -e cltained where apporspriate

-« what accass cdoes the lizsnses have %3 sgurcas gf cagital

- how adeguate are the axisting caplital a2ssets i cegarg o the

sarvice gr pgracductizn to oo uncartaken undar the agresment
- what s the liquidity positiocn of the firm
. ars thare aay guistanding significant dezts gr lcanas

. what i{s the #i-m's repusatian for meeting commitments

- wgyhat i3 the lizensee's pelicy cn plcoughback af prafis

- would licsnscr Da expectad %a cgntoibuta funcs.

Productisn ang servicss

- details af current graducticn ang sarvicas

- what plant and rquipment is availaxle %o fulfil the licensing

cantract
-~ what additignal glant and aquigment will Se reguirad

~ has ths liceansss adequate facilities such as gffice, faciary ang

warehouse sgacs
~ whg is *g provide the additignal agquipment 2 Tacllities regui-ed

« are the necessary raw matarials, campcnents e2c. availaple

locally
. a%t wyhat 3rica, gsuallizy, zelivary, 2tco.

- what impor4 arscblems wguld there Se fcor any glant,agquiiment ac
matarials

. at what arice, guality, Zellvery, :arif’ -atee, Llmpgort cuotas,

T 2thar- casta




e T

'

- wher= are zuc>

n a
imggreant fcr agricultural, mining, civil enginearsing, =
g 2

expglarzatizn an
. any transpgert oo services problams

. what scape far expansign at the prusent size

'

- what is the cost af essential services s.35. watar, power, talachone

etc.

- estimated ex-warks ccat af praoduct ts be produced

. what 1s basis af calculaticn

- what tschnical assistancs will bs ragquired from Australia

. wauld licanses contribute to the cgst of providing this assistanc:

- haw long before procduction or services under the agresment would

ccmmence 3”fer signing the agrasement.

Markating and Selling

In addition ta the markat analysis c-aferred t3 earlisr ir this gaper
the licansar shculd ascartain :

- licensee's salas cgrganisatien
- licensee's rsgutatiacn an deliverias and ssrcyicza
- whether license¢ prepared to set up appraopriata sales grganisasian

- mathods and scale gf currant sales promoticn carrizd sut by
licensean

- has licensae any well established brand names ar trade marks
-~ llcensee's marketing reputatiogn alangside campetitars
- licanses’'s icdeas 3n narketing %he licangad araduct 3T 3erTvicas

- %he firat three years salias targets.

Zmclcouyment 3nd Staf’

- numtar 3 zmalayees anc allacacign sSetween acministTatian

and selling

.
- 30 what Zasia ars he kay 3%taf’ retalnel 2.3. zzmmiszsizn, 2znvsacs

car-manent, lampgraTy




uha* argcedures are in fgo-ce to safsguard irade secreis
R -

what is licsnsee's csca>c¢ as ann empglcyar

will the licansea aeet the ccsts gf any special Sraining.

Ressarch and develagment

licanage’s annual expenditure gn research and davelopment

s L% cz2rried ogut " in house *

e

licenser's resgarch rzputatiun'amcng cecagnised Iinstitutions
gualificaticns of presant resserch staff

licznsee’s labeoratary and testing facillitias.

E}cnnsinq histgry and tarms required

nas the licensee any existing arrangements with gther firns

. do they conflict with the propcsed arrdangemant

have any licaniing agresments been cancelled
. Lif sg, far what rsasgns

what gpinign da tha gither licansors (1f any ) have of ths
prosgectiive licensae

type af agreement preferred Ly the licensead a.3. simpls caniracet,

crags licance, know-Ngw agresment, aquily participation

narmal requiremants af licansees in raspaect of
» Pormmslities and language

. disputas and azbitratiagn

. terminatign and renawal

. parigdic revizus

. periad af agreemant

. 1level of rayaltiles, fa2es, atc.

. timing aof naymaents, gracs pgerlads gr gthar <sneclial tar-nas

what 43 licenses's Sasic arigctlive in taking up the 2rcgaosac

. will it 32 a signiflicant zart of tne licansee's zgeratians

. is Lt sgimgly a 3hc>= %erm z2xnediznt %2 gvarziame 3 Zamcarary

sroductign, marckating 37 32rvizing praciam




1.

. will it lsag T35 3 iang term <lcse warking arrangement

(34
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- will %huze Se any zroblems In auvgiting

ha 1

utout, salzs, e2ts. 2 whizsh

2]

xe.

sy
V-

u
%3 xass rgyalty payments, feges a2

Ggvernmment cantsals

In additicn %3 the pgints which should 9@ caversed in the prsliiminary
market survay, the licansar shguid clarify whether

- +hey licensese i3 Tequired tc obtain any particular Governmant appraval
ta %the praposed arrangemant

-« withhgolding tax or othar charges will =@ lgvisd an the pgroceeds to
ba remittsd ta the licenscr

- any cagrtrels an prafit margins, prices, restrictive business
practicas, ar the like will prevent tha licansee meeting his

chligaticns under the agrsasment

- Governmen: formaiities are likely to l.aposa serigus delays an
commencaement of the agreement

« axchange cantrgls are likely to delay ramittance af praceeds 2van
though Government appraval cauld be gbtaired for the agraement

- patants, tTademarks, designs, etc. will 3eg fully protaciad.

Preliminarv Neaotiatiagns

If personal visits are inveclved in tha pre-contract negaotlatisgns it f{a
advisanla %a senc anly executives whg are fully canversant with tha
licansgs's aperaticns, have a clear ungerstanding aof what i3 $a Se
achievad fram any agreement, ancd Nave 3t laast the authgrity i3 make
tantative ar-angementa Tar the apggintment af lacal speciallisc
advisars. The Initial Lmarz:i:an creatad Qy the llicansgr’s regrgesantas
will ga 2 leng way tcward achieving a sgund werking arrangement witih
tha licansee. )

The negotiatcT muss e arepgarzd i acag® Nis tgne and mannLs uhen e
i3 dealing wish Jesagglz2 af diffarent cultural and Susiness Jackgraund.
r-4

tZanca L3 very impar4ant %

-
-

The gareratian aof aultual redpect and caon
n

-
-

“he succz2ss af a llizz2nsing agreeme
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Howevar, 70 mat < hcow 3pen and friandly a ralatignashic is establishec
netwean “he nagoclating partigs a czrialin amaunt of Jargaining is
inevitaple. Agar:t f-3m tha need £3 compgromise an rsal cr pgaiantial
cgnflicts gf interes: in the pgroposad sgresment, there will e
consigeradle irading Dafars She final bargain Ls st-uck on royaity
rates, searvice abligatigns and the cdozens gf gther terms In a
complicataed licensing coniract. I% is, therefore, advisatle that
negutiatars taks tha need ta compromise inty acgsuat whan aaking

their initial royal'y demands and ssTvice cammitments under a

grogosad agreement.

During praliminary negetiaticns the licensor must walk a delicate line
betueen glving the prospective licanssa sufficient infarmation ta
intarest him in the trsnsacticn, wuhile avaiding giving tha

prospeciive licenser particulars which will enabls him to get what

he wants without having to conclude 38 contract.

In mast cases the licensor will nat wish ta divulge sny seccet
infgrmaticn during the preliminary negotiatiaons. However, a csrtain
amgun® of canfidential infgrmatign may, of necessiily, have %a Ce
divulgecd. In this case the partiss may canclude a preliminary
writtan zgreerent in which tha'pctuntial licsnses undertakas not a2
cammunicate, divulge or use, unless and until a cantraci {s caoncluded,
information af a canfldantial nature that ne may obtaln during the
praliminary negotiations. The preliminary agreement may specify a
fixacd sum %g bue paid by the licensse in case g a 2r=ach,alihgugh
licansars shguld naota that this payment may ngt te snfarceatle under
scme naticnal laws. Alternataly, gafare divulging canfldential
infarmation the licenscr may require a degosit which wauld serve as
security far the agresmant not ta usa canfidantial infgrmation. Sans
difficulties cguld og mat in detarmining what siza the deposit
should he, and in dacicing hcw the sum should Be dispcsec af in tha

avent that 2 zzntract i3 ngt czncluced.

Model agregmenss and clausea can Se fgund in a sumber gf pugllzazicns,
and althgugh L% i3 reccmmendad ithat thase Je axamineq zlosely by all

licensars sc :has they have a fai-ly claar icdea cf the Zocumenzailicn
invalvad, 1% i3 this grelimirary z3ntact stage that the lLicansgr
shguld have tne

KNoWw=-Now, 32X

t

enafit sf spgecialist l2gal acviza. Oisclzauce =7
se, desigus 2%tz. at this 2g5int priar <0 ansuring
t

that Lt i3 sra4actad in the licanmses='s zZ3unzly, may
4

a
sreuvent arap ian Seing aotained at z3ll.
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If sersanal visisis 3y 3 company axecutive are not geossisSl2, 1t may Se
fagsizle ( in scme markets )} %3 emglcoy 2 cansuliant o assist with =he

.

negotiaticna. Hewaver, tha licenscer shcould

! . Gheck his standing
. chack for pnssiﬁle canflizsts 37 intergs:
. ascartain his knouladge in the arga of the tachnglzgy
. cChack nhis success reccrd
. advisze him cn hcw far he can negaotiate ui:ngu: Tefarancs
. brief him perscnally ( if possible )
. decide and advise him an contract ternma

. negotiats pavment tarms.

12. The Licsnsing Contract

The agraement is not anly a memarandum af the undarstanding reached by
the negatiating parties, But also 2 legal dccument bBinding sach af ihe
partigs ta the tarms of that agreement faor a specifiac pecicd of time.
I% sets fartn, fully and aczurataly, the terms af the agreement, and
tha reciprocal rights and commitmants of the cantracting parties. Faw
partigs to a llcsnsing agreement would Se willing %3 forega the
safeguards of such a cantracs.

Tha cantract will generally be a fairly leangthy and cemplex document.
Ouapite the wish by many Jusinessmen faor a simple,twa page dgoument

wnich is easily understacd and with the aminimum chance gf
misintarpretatiagn, such a documant dass not exist. The cgntract mus<
S comprshensive because of the need tg faresaes as far as praciicanla
any possible future disagreements, and write accapiabtle sglutions i{ntg
tha cantraci. 7o say that such disagreaments mnight nat happsen is
suicidal - ng matier how amiable the selatians 2rs setuaen the gar+ias
L% i3 much gasier $g agree tg salutiagns g graplams 3a2fzs2 the

graalem arises than aftar. The cantsact will alsg pravizZe tha lagal Sasis
?ar t-ansactigns uwhich raquice gavernmant par<ticipgaticn gr sanctizn,

such as tha ~elause of farzign axchange, cr ranting af an impars

licencs for caomponents.




13.

Jrafsting the Agreamen?

The firal agreemen? will 3@ a scmpromise setueen the Jesises znd
ceguiramenss of the licanscr, :tne licsnsee anc ihe joveraments 27 theirs
sespective cguntriass. % i3 asseniial that a lawye> who 13 Zanv

sultad =g an

with international licemsing pgraczize should be co

n
that the agreement is suited to the particular requlirsments gf the
company cancerned and in accavdance with Australlan, host couniry and

intarnatignal lau.

The principal reatures of any agreement are :

Preamila

Bafare tha descriptian of the partias' aobligations, many cantracis
contain a preamble establishing the names and addrzsesses af the
cantracting parties, and.dtfining their intentigns, tha purpcsa and
scaope of the know-hguw, and the rature r. the csntract.'This

information may provide a supplementary saurce of intarpretaticn aof the
parties' abligations in the avent of a dispute. Rafarence is scmetimes
made t2 the licansaor's industrial praperty sights ang aobligations.

Qefinitigns

The gurpase of csfiniticns is ta farastall confusisn gr argument atayd
the msaning of certain words ar tarms used in the cantTact. Tha tarms
mgs%t ofter defined are those which 3re tachnical in nature ar which

are cagable af a number af differsnt meanings. Even whan the negotiatars
are able to communicate fre=ely in a comman language, it i3 cheag
insurance againat later disputas to include in the contract identi’ying
and descriptive definitions gf the products, ~ights and know-hcw heing
licansed, and any other terms which are gpen to intarpratation.

Whan drawino up the cgnt-act, tha licenscr shguld Bear in mind:

- tercitarial caoverage shoulad ceflect the ILntanilang of the licansgr
respecting the scape gf varigus rights licansed
. trade practices cgnaiceratigns may ruia cut 3cme cgniTactual
restrictions that the licansar would like ta {mggse and the

icensee s rmady t3 accapt
- tha aroduct (s) ar saervice %o hHe licansad shauld Ze clearly zgtaciis:

- 43 zvgild latar conflicta name ‘nalvigual cgunts-ias -athes tham Sroeoac

tar-issrias auych as Midcla Tast, 3cuth £ass Asiz, a3<c.




afficial namas 3f caguntrlas shculd Se ussd e.3. Unitac Sazes 37

- patants, to-ademarks and other lagal i icsnsadg under Ihe sonITace
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3
ehgula be Fully identifi=zd 3y numbes, d f issus ana cther

ralavant datail

- in the zase gf large campanies 1% may be desirabla $o delimii the
participaticn of subsidiary companies gr relatad unita.

Sgme campanigs may prafer to shgrten the c:nt:aé: 2y ingarparating

the dafiniticns By refarence to an attached schedula. The usa gf a
schedula may be particularly valuable whers it is expectad that tha
parties may at a future time wish to sltar the coverage of the
agresmant By mutual consent e.g. Arcdunt coverage, list of patants etc.

Scogne af the licencs

This establisnhas the extant gf tha rights granted to ihe licensae.
Pgints to be clarified inclucda:

-~ rgstrictians o> limitations set on the exploitation of the kngu-houw
By the licensee and in particular the tarcitarial limits af Lts use

~ whathar manufacturing / distributign and/gr salaa Tights are ta he
granted

- whether rights are sale, exclusive gr nan-axclusive. If non-exclusiv

the gthar licanseas shguld be named.

Gavarning L uw

The par+tias may exar.ise their freadaom, sublzct g the mandaisry laws
gf the caguntries cancernecd, =c chggse She law whizsh will 3e apeliag
in the avent af a disputa. Recagnliian should 3g given ta zhe
gifr?iculsies wunich may be prasanted 3y the gparatign af a3 fcreign

law as well 3s Qy Sha regagnitiicn and enfarcemen* of Judicial

decisions and arsitrs-al awards given abrsad.

The srocise wording af =his clause 13 impegr+tant and snguld 3tate
=laarly %the zguntTy i{a wnich the agreement 13 mace 2nd “ha SIuntoy

whose lawa «ill Ze goserved undar tne 3greszsment.




Sgstlament = Jispuce

Lizansing agceemensts freguently ZTsvide f3o tne settlament 3f any
N

n
disputas Seiween the gartiss Sy -ecgur
e

“he sgursits. The manner z3f 13 s, the prce
2e fallcued in the argistc-atign procesdings, the glacz c¢f hearings
gtc. 7ould all e spgecified in thae agrezment.

In some cguniries ihe apgprcopriate law dictatas the coyrse ta e

fsllcwed in the settlement gf commercial dispuleas.

Language

Where the zontsact 1s draftad in several lznguages, the parties shoulcd
spgecify which of the texts is gr ars auithaniic. This (s garticulac-ly
important shoulcd the contract be the subjfact af litigatign ar

arhitration.

{n the avent that the licenseas will naot caonsent ta Znglish 2e2ing
tha sole official text, the paritiss may agreg that if the disputad
interoretatiocn has tg do with the cbligatigns ar theflicensee, then
tha foreign taxt shall be the gfficial gne - But if Lt has ta 4o

with the obligatigns of the licenscr, the Znglish text shgulz gavern.

The aqgreement should alsg apecify which party will ha -esponsinlsa
far *ranslating documents 2and instTuctiagns sugplied in the knaw-hau,
and if nacessary, amanding the specificaticns whare gif¥2-ent gystiems

gf measur=mant are used in the twg countriag.

Duratign af the Acreesment

The lif2 of the agreement shauld 2o carefully deflned, with training
and other praegrammes fakan intao acczount. The 3esiad Sncsanm will
agrmally Se 3 matiar af comgrsmise seztwaeen the 2asires 37 she
licaznscr and licansae. Nacmally a licansar will prefaf =i

n 2
the agreaement %3 Je as lgng as z2o3s3ible, 3incz his T3yalsy aar
s

nings
increase with lncresased prgductign cver the yeass. A shigrsa2r tarnm
agrasment may 3e grsfarcad Lf the licam3ar i{ntanca ta 2stanllian =<3
~wn BTanch o subasidilary aggeratian Ln tha ara2a 3f%2ar an ifntacinm
sericd 3f licansing. However, i a1 amagrtar perizsd 13 taguiszd 9y
altner <ha liczanazee 3T :ine hgs3t 3guerrmmens, <“na2 Li23m3asT shcull saak
A higner T-sy3alty T242 3T incT=2asa2d lumg 3um saymers 3T 3cTo.

Tham lizanmscr ancula al3a <zec [0 Aind <na+t L7 A2 lizusngan Se=eaic-ion




The groblem of setting a term 7sr the agreement £
f there are a number af patants involver unich e
datas, gr if it is expected that acdit!inal patents
during the life g¥ the agreement. It may be Sest g
s

sption tg zzquire rights tc future patents gn tazm

An autcmatic extansicn gr cenewal clause may Se useful Sath as a
safeguard against an {nvaluntary break in the cantract relatiagnshigzs
and as =videnca that a continuing long term ausgclation is
cantemplated by bath parties. Licansars should be careful %s ensure
that their proposals in respect of extension cf agreements, praovisicn
af tachnalagical improvements atc. camply with any laws and
sequlaticgns gf tha licanses's cguntry.

Start af the Agresgment

Tha agrsement shgould specify not anly the date rcm whizh 4he
agresemant will star%, but alsg tha pericd wishin which the licanses

must commenca praduction.

Termination af the Agrosment

A licenasae agreement normally terminatz: at the end g a stigulatad
pariod. It can alsc ha tarminatad for a serigus Sreach af the
agraement By either party, aor for specific causes, such as
bankzuptcy, which should be statad in the agreasment. The licansar

may give tha licensee a gerigd of time tg remedy his shortcomings.

Terminatign a7 an agreemant, f3r whataver c=2asan, larmally ras

]
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in immediata cagsatiaon af the ~ighta and zrivilages cznfz

contract. It does not, howaver, relisve the licens. af ih

tg pay royaltizs accrued up ta the effective cata af tarmi
inc

Other mattara tg be cansidared include:

-

- mgnentum royaliy zaymanta (-gyalty agligaticns far am agresc seniss

gr valume a? cutput aftar z2zxgicy gf the cantract )




!

~ey
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- relinguishment and r=assigrment 3¥ gatent 3and fTagemacx C~ignts

- disposal c¢f inventcoy ang werk in grograss

- ©rigzht %2 purchass or ~ecossess machinery, tcols, dlizs, s octher

eguipment ar matarials

- return af blue-prints, engineering spucificatiocns, and salss
materials

- gbsezvance of secrecy clauses fortidding the cisclcsure af the
licensgr's knou-hgw g cthars

- agresemant to Tefrain from certain arszas or types af cocmpetition
for a specified periad cf time

Particular care should be taken tg ensure that any " restrictive "
clauses da ngt cgnflizt with the laws af sither cauntry.

' Fogrce Madeyre!

Same licansing agreements cantain a2 clause relating ta ‘farce
majegure' prgtecting parties fram claims far any default in their
cantractual chilgations caused by gocurTencas gveX wilch they have
ng contral. Such a clause L{s af narticular significance where

the agreement cgvers compasite tachnology, whare non-delivery gr
delayed supplies of basic enginreering data ar of machinery supglies
of hasic enginaering data gr of machingry supplies can Ce due o
such causaes.

The national laws an 'farce majevce' diffar foam cguntsy ta
¢aunitry. #Partigular care shguld he taken gn this pclnt when

negatiating agresment3a with Zastern 3lac csuntoias.

Tarrlisary.

I+ is perhags Sest, in defecence to tTade practicas ragulatiznsg,
ta avaid any suggestign gf restiraint aver the manufactising and
marketing activities af the licensee, 27 such limitatigns are
daaired however, L% may Se Cest (g Jase them an zZatant and tracamark
~ighta, angd agt to 3ase 3any 3zalasz rce2strictizrs an tranamiziac

XKNCW=NCw. °*

ABravisign may 3l3c 5a made far <he licansgezds marc

[}

.
- s
~

:C 3' tarminactacd ar amended in tna 2vent that he zanngs mest ine

marcket damanc.
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gcect T Icmpany cwned 3T canttsilad jatants,
s fod ]

igns, csgysights an2/z2T <tsw-"cuw. 2 mnay
al ungers=ake s pravide infarmatian, :tzchnizal assistance,
training, compganents and/cr services sf varisgus <ings.

Fatants and T-a2cemarks.

Scth patents anc trademarks acg limited agnepoly Tights

grantad By 3 goverrment within i%s oun gsggrachic area, and

in zcsaordanca with its cwun laus and regulatigns. Ta gbiain
foraign patent agr tradamarks rights a caompany must fils separate
applicatigns in gach cguntry in which it desic-es arateeticn. (1)
Under the Internatignal Conventign for the Praoteciicn of Industct
Property to which Australia is a signatcry, the persan gr cgncecn
filing an original patent claim in cne member csuntiry has a
pricrity right gf applicaticn for the cirresponding. patant

right in gther member countrTies for a periocd cf gne year
fallowing the criginal filing. The tradsmark priasizy right

is limitec tg six manths. '

Aftar thess pgeriads, fgoreign patent ar trademark rights can k&
chtained anly L7 tﬁc,Australian patant ar tredemark has not
been issuysd, and ng canfiictihg applicaticn has besgn iled in
the fcresign country.

Unlike patants, which have a apecifiad limitad life depending

gn tha cguntry cancarnsd, tradamark registrat.ans can be

renawed. In chis respect a tracemark can be c’ agre lasting
value in licensing than s patant, particularly in caon. sction

with cansumer gocds and ather products that retain thei:s ildentity
at the stage at whicH they are msrchandised.

A patant ~ight can e garmanently locst gr damegec thrgugh failyre
to incluca adequata safaguards in a licansing cant>act. The

licanse agreement snould be cavefully drafis¢ L3 estaglian

(1) Shoulgd Australla dacide to hecama a member cf the Patans
Ca-gperatiogn Tr-eaty multiple cauntsy coverage will he zgsaisnia
thraugh the ane applicatian.

- tdentifizaticn af She natent'(s) 2T gatant agalicatizn(s)

2 in the grani, as wall as crlated jatants 3ceciflzally

S el -




- the gegrgrapnic areas within whizh the varisus csights ace

grantac

- the exclusive oo nan-exclusive natuce af tha licensa g-ants

with ~espect to the varicus rights and areas cgvered

- whather ar not the grant incluyces impravemenis ancd/cr
relatad new patents, gr gives the llicensee any cptign g2
arafarential claim tg acguices licences uncer futiure catents

gr patent applicatians

- tha respgective chligatiaons af the licensee and the licensc:
regarding

» filing for protecticn an impravements ar- new pgatents
in the assignecd ares, or elsewhers
. maintaining and bearing the costs af patant grstectian
in the ares
. dafending thae licensee against any iniTtingement charges
arising qut cf tha~u5- gf the licensed patant
. ceparting infringemenis of the licansed patant Sy gthers
in tha area, anc initiating and prosecuting action againss
the alleged infringecs
- acknawledgemant by tha licensee zf tha validity
patant, and/or agreemant ngt t3 challange i%s v
the cantract nseriad

- agresment aof the licensor nat t3 press charges of prior
infringement gf the licensed patent (3) By the licaasee

- agreegment 37 the licensege I3 relinquiszn ¢ Teassign <3 :na

gwner at the tarminatign 3 tha agreemant any intares: g

acguirsd wlih c-espect to the zatant rights.

Licansors should xeen {n mind that sgme af =he abcve =lausas
may Se csntrary Lo tha natignal laws af cartalin countrias

2apecially %he Savelsaing natians.




L.aen licansing tracemarks, a number of acgitignal facicr: should
be considered by the licsnsgT. The t-=demark is a mark cf Lcentisy,
signifying %c the purchaser 2 certain quality and consistancy of

qualily or perfcrmance . Tg pressrve such icentificaicn anc retain
the right %g bBar the use af the to-ademark tc gthers, the licensag:
shguld 2nsure that quality cantracl i{s maintained and that *he mark
is used in accordance with the laws and regulaticns af tha cguntoy
cancerned. Many licensgcrs prefer that tracdemarks he licegnsed in a
separate agrzement sc they can be withdrawn gn very shart ngtice
Ain case of misuse, or any threatened lsss af cunership ar goocwill.
Sams licensing cantracts provide faor the use of dual t-ademarks
in cases whers the llcansee {s rslictant tag give up the use 3f his
cuwn trademark. In such casas the licensor may prefer tg ragistar )
and cantral the dual frademark. here Lt is decicad that the procuct
is ts be sgld under a tracemark gther than that of the licenscr,
the licensar should reglistar the mark in Ausiralla and ather future
markets, to aveid bullding up the value af a trademark cwnad Lty a
natential futurs competitar.

1 2.
ot
[Z4)

Pal...s to bYe covered in respect af trademark licancas in acdd an

*g ihcse agntianed in respect af patants includs:

- the licensgr's continued cancern wlth gquallicty cantrol agvers

(14

he
trademarkad produc 8, and the llicansee'’s undertaking in this ctespgacs

- whather use aof the licensad trademark 13 mandatccy an all sraducts
made with the help af thae licensar's know-hgw 3and, 1 net, whether

rayaltiaa will b8 gaid ~nyvacuducta ngt S2aring tne licansad mark

~ %he licanare's gbligations %o cbserve local laws ang s=qula<icns

aith cespect to the labelling or marketing af tradamarkad itams

the denial cr cdelimitatign of <he licensae’s :i3n% 42 use :the
t:adenames 37 the licansgr {(as <istinct fram L3 rignt %3 use i<s

tracemark(s)).
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Whils kngu-hgw Tizghts can 5e licznsed aligne, anz asg freguently

-

the aqgst valuatle csnsideratign fncluded in a licensing agresement,
it is cogmmon praciice tg link them with patant g toademark rights
when this is at all feasible. However, za-e shculd he %taken whece
the lifs of the paztent is leas than the 1ife2 of *ne arccaosac
licensing aqrzement. The kngw-hou enhancas the value af the cshes
licensed right(s) wihile the inclusion c? a gatant Cor trademack
licance gives the licensagr a statutary hasis f37T mace contTal gues
the use of the licensed know-hcou.

ghan cansicering licansing know-hcw it i{s pacticu ly impertant
ts clarify the taxstign pogsition in resgaect af :2 ies anz
lump sum payments. Cguntries have diffacent intazgre

Teguntty af origin® in respect gf taxation af garnings fram

krgw~Now.

Centract praovisiansg to he caonsidered in cannmactian wiih kxnow-hcw

include:

- idertification of the groducts or prcduct linee ar grocessas
an which know~how will te providec

- licg“su."s XNgW=-Now C’.B-- av.cns u--“ T2spect g new dEva..: ments
|~
g

ar products, and wlth resgect %c discaniinued mcdels cr przducts

- respective obligations with ~espect tg changes {n zrzduct designs,
razuw datacials, specificaticns etc.

- agrawd res ne with ceggect t2 tne communizatlsn ang use o

the <ngu=-hguw anad Sachnical assistancz Sy supplizacs, emcisyegs anc

gthers

~ assaertain of licsnsgr's cuwnership, and the can®izZential Natuyrs,
af know=hgw furnishec tg the licansees, and the fa2c%t sShas it
rgmains the grcpesty of the licansgr aftar, as well as zZucing,

the cantract gerizda




kngw-"cw {cer

clause)

- grovisiaon far the feecback cf new and imprcoved technelsagy

4]

producsts tao the licensar

- grovision agf an gptign for licangee %g acjuise acdditional =&

in the future.

Natignal csgulaticns will govarn the extent to which certain af
these prgovisions may b5e cavered {n contrzcts.

Imorovements

£ither party may, during the paciad af the cant:éct, davelop
impravements which either imprave the producs, 2liminate ar
sinplify cperatians ar reduces the cgats cf graoduciicn. The

partiss should agree cn the effect af such mogdificatians,

- Impraovements made b3y licsnsgr
t shquld be specifiscd undar what tarms and ccndliticns the

licensee shgulad heve access 3 any i{mprovemants

- Imprgvements mace 3y Licansee
Although agrsemants f-equantly provice for the licansor to
e entitiled g full details of any improveaments mace by
the llcansees, this can laad %3 csmplicatians in scme casas,
particularly Lf the licensaor has llicensing zagreements with
gther: fl-ms and 43 zammittad tg pgroviding Za2tails af any
imgravements %3 <hem. The iangvating lilzensee wguld nag*t as

a sulz =& "3avauracly 2ispggsae” tc naving "is {mpravements

p e
[}
[’
7]
i
0

%3 present aor future campatisacs.

Saecanding Tmglgvaers

Sometimaes %he llcensar will agree g zgnd S2chnizal gxpacct

se
5 assiss wisth estanlisnment 27 tha 3gceratisn ac =3 inssTucs
liz2nsae’s star’?., 3Part gf thia aining may <akz zlaca in

2
~ne lLiz2n3cT's cramizas.
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Guarzntsa cf Resylts

Even 17 the licansea’s e
licansgrs would hesitats

3 3hgull lozludo goowizicas defining

M ¥ <hese visits, the nuates Gf

ne infgarmatign %3 te argviZed, the

the slaces %3 which accass will be given,

travelling and living exgcenses,

gnt and sag farth.

chnical capacily is beyand doublt, mast

t0 guarantas tha resuylis 3f the

tachnclcfy transfer becausa of the wice range af cther {nputs

such as >sw matarial, wer

which affect the gauylity
shguld cantain praovisiagn

in this regard. However,

king caonditicns, gquality of stafrf, atc.,
of the final paraduct. The cantract
far limitfﬁg the licensea’'s liagilities

in sgme i{instances, e.g. Eastarn Euraope,

the licensae may ssek inclusign of pravisicns toc ensure that the

licenscrs accepts a high p
effective gperaticgn af th

Burchase, Installation an

repastion of the respansihility for
e tachnalogy.

¢ Qunershiog of Blant and Ecquicment.

In the svent that the licenses's existing glant i{s ngt adaquata,

additiznal plant and equipment may ke ;nlected, purchased ang

installed by the licansar, gr he may praovide purchase'specificatians

and lists gf materials,

ar recommand spgeacific suppliars.

The licenscr scmetimes retains cunership of specialised machine

%0lls oo aguipment as a3 mesure af added cagnt-ol over the yss sf

the licansed >ights and k

Now="0oW.

In scma cases the licsnsee underiakss g gurchase any necessary

parts fram 4he licensar.
an glther pariy in this r
gf the

Exgloitation Marke

The caniract shguld detall the aobligatians
egard.

-
-

Mgst cantTacts stTess ihe
gxplgiting the licansed <
markat area. The cantoac

main types

~ a ganal undertaking an
"heer 2ffart3® ts axpgl
Ngwever, lengd themselve
<he agreamen?t czull hav
af fzre ceguiracz.

- 3 apaci’lc uncarsaking
ninimyum Lavel af 2utgul
380 22%isa 3Tancacs 37 2

licensges'3 rc=2spgnaidilizy 7

kxnQu=-"gw within th

[

ights and
t pravisigns faor this gurpas

LM

af

markat.

the gars the licenseez tg usa his

te—ihne Such gravizigns da not,

anfgrcamant Jecaydsa the zar+las g

di¥FParant aginicns gn t0e amgunt 37

2 Taach ar maintain a 3* gulatac
a2z 3alaa yglaume, 37 %2 mees 3cma s-ner
7zt 27 zarfaTmancz 3tac24 Lo tne zzoneTace.
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Such targezs (sihws -0an ainiumu Tgyallsy saymeni3) 3rs usual

regarceg *3 agresd argets ratiher than fixsd regquirements =

0
u

itprally anfgrced.

Market and Salzs 3hlizaticn

rs

(8]

Australian licensars shculd check the imglicati 3
proctices regulatigns Sefare specifying mackat and gi
L4

s
arrangements. Hgowsver scma agreements sgeciffy thatl the licensae

- must distirbute his products ihraugh czTtain markezing channals,
apgproved deaier autlata, internatignal sales crganisatiaons ar
franchisad distributaors

- mus: not manufacturs gr market groducts similar to thesz gf the
licansor Zuring the pericd cof the agreement or foo a specifiad
period thereaftsr

- shguld maintaina display rocm or service faclilities, kegp
adeguste inventariss of the licensed praducts, kaep a salas farce
gf a cartain size, spend a fixed amogunt gn 2dver<ising; or allow
the licensor to appaint gr apprgve sales ceprasentatives.

Occasicnally tha licenses may bs commitieg to selling gart agr all
af his gutput tgo the licenscr of his subsiciarias, sometimes at
preferential prices. Altarnately, the licanscr may 3e cbligmd g
buy all gr part aof the gutput.

Quality Standards
The licensor may insist on cartain quality standards being met hy

the licensse, particularly if the licansee's autput is tg ke in
any way identified with that of the licensgr e.g. By the uss of
trademarks. The licensgr ia such cases usually retains the right
ta inspect the licenses's premises etc. tg snsurz that gualisy
sténdards are being met. Assgciatad with quality standards may
b8 a reguirsment %hat the licansse give 3 warTanty < Suyars géf

thae praoduct.

Resgrts to Llicansagr

Many licmansgrs racguire thzat the licansee repart regqularly on
mastters of relavansa %g “he agresemeni. Thiz 1s sarticularly
impcrsant whare Lt is {ncanveneignt Pcr tne licangg: :c inspsct

*ha lizanseg's activitias serscnally.




Canficdentialitvy

Mps: licensing agrzements gozviza that the inf:;ma:i:w ang
material sdbpliac tg the lizznsee Lls canfidentia I
Je irznsamiised t3 any ather garly Sy tha licenses cr his

emplaveas. Conficentiality is garticularly impartant uwhen
the xnQu~haw ‘s secret Sut ngt patanted. In =cme cases ihe

lizcensgr alsg undsriakes %3 aresecve secrecy.

I? the partias wish ta makes an exceptiogn g this fundamantal
provision, they shguld specifically make refarsnce tg this
cx:abticn in the cgontract e.g. in the case of a sub-licensing

agreemsnt.

Assignment of rights .or agbligations
The licensee will narmally he required to refrain from assigning

rights and atligatigns under the agreement withgout the cansent
gf the licansgrc. [his aspect should be cavered in any agreement.

Pavment
Remuneration for the grovisisn af technglofy mav take the farn
af any or all of:

reciprocal licsnce rights

lump sum payments

cash rayaltiss

service fees

equity intar=st

- Racipracal licance agreemsnts
Althaugh %these are relatively uncgmman, thay can be valuagle
where twg firms of a similar levei af tachnical campsianca
wish to co-aperata in tachnical eaxchan-e. 0Ona advaniage aof
this method 1s that it can take place withou: scme g’ the
more formal provisigns gf a licansing agrsament, and withaout
the nasd t3 put a st-ict mgnetary value an the iansactians

- Lumg sum paymant
These can alither 23e a anca gnly payment in a simpls salgz gf
tachnglcgy, @z a2 precursor g ragular royalty paymants.
Many cantracts include 2 limpg sum gayment af the lattar tycne
%0 helpg a¥’sat tha intlal casts tag the liceansar gf transfarcing
the tachnolagy, and as evizZanca 3f the gcoad faiih and active

{nterast 3’ the licansaa.




- Azyalties
Aocyalites are paig at fixec intarvals cn a variaty =f cases
eg.g. fixed amguni, incrzasing or cecreaaing amgunt, pescantage
af tha valueg of products macdes or salg 23c. UWhen gracucts
are reaglly measuyrable in physical unils, a flat fata in 3x/unit
has certain advantagss, im that i{: can Je pgliced cn the Jasis
3f productisn or gther aperating data, and L% {s ngt affected Ly
changes in prices, costs, tax, atc. However, 1t can lose auch
of i%s valus it times af inflation or aver 2 long pericd.

Altgcnately, it ®sy be dcided %o fix royslties as a proporiion
af the value of, for sxample, salas. This not only builds in
pratscticn far the licansee against the Tisks of inflatign, but
in many- cases it may De easier tg measurs.

The cooatract should apacify the dats whsn thm royally falls

due, yhe curreancy in which tha royalty is ta Se paid, and the
exchange rate which is tc apply. Care should be taken &in
specifying thes sxchangs rats as some cguntrigs have a dual
exhcnage rata under which the axchange rate varies depending an
the- type of transactian involved. Tha licsansing aqresment shoulg
apecify %he arrangmansts to be made for the licenscr t3 inspec:
the appropriate recards t3 confirm the royaliy due.

When negatiating the clausss r2lating to payment of rayaltias
the licesnsor should alsc consider

. gafiniticn of a slae, bearing in mind the cgsts of disccunts,
taxas, transportation, 2ad dabts, etc.

. definitiaon of ®turngvar®, which may vary betusen cguntrias

. valuye af ccmponents gr matarials supplisc By the licanaar,
and the guastion of tis inclusicn in the royalty base

< 3iffarent gr graduataeg ratas fgr d4ifarent sraducTs.

. grovisign far upward ar downward adjustment gf the rayaliy
oata dus %o possibla changes in salas valume, gatant cgveragse,
caompetisive caondiiigns, use aof trademark eic.

. spacifizasian 3f a minium 3r maimum cgyally, LoTecpective

27 ra2sylis cotalinad

taclysian gf-a "Momatum 3yaliy grsvizizsa’ wnich 2xtands

the royalsy sayments 3T an agread gecfad 3T waluma 3f
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uzzus aftar =ne sxpgicy 37 the ctantraci. Scme sSuntries may
"~

-
-5

Rihi+ & clause aof this type.

h3)

Magy licenscrs grefer ta have a ainimum Toyalty asovision as a
menatary incantive far she licansee %$3 expglcgit theg lizence. Scmeiines
sragressive anrnual miniums may Se estahlished wiih the succassively
nigher ainimums far the first three o> fgour vears, with the fcourtih

year's nininum to continue until the end af the contact pgerioc.

The leavel of. rgyalily return depsnds gn may fac:ars

. bargsaining paositigns af tha cantracting parties

. axclusive gr non-exclusive rights grantad

. lavel gf csompetitian in the markast

. cnnvintional vates for aparticular product ar industry

. dagres gf price or profii control by the lacal govarnment

. Tian attached *3 the disclosure of sacret knguw-how

. whether p-ucess is camplicatad cr simple

..whathar praocsss i{s unigue

. period af the contract

. 8iza af any lump sum payment

- whather the foreign government limifs the level aof rayaltly
payments for impaoried tachnolegy.

The licensase's failure to pay rayaltias should caonfer an the creditarc

the right %o tsrminata the cantrac® and tg ~eguire the seturn of document
suppliad By him. This right should be exerciseabls aven {f the

licansas saeks to ju<c ity his failure by allaging bresach of contract

gr fraud ar the part gf the licsnsgr. Same agreemants alsog provide

for a sum tg be paid as damages, wiithout prejuidce ta any athez

ramedy for breach gf contract. Ses alsg "Tarminatiaon of the Agreement”.

- Service paymants
Althcough licanagrs fg not always eaxpect to receive separate
naymenta far Sechnical servicas, sagme may wiash ta recaive compgensaticn
for special servicas rendered whicn are nat caverag ay Tegular
rgyalty payments. 3Such payments may alag serve a3as a cgtarTent i
axcegssive servica requests

- Equity participatian
Equity nar+ticigatian in the licansad cparatian is an accaplad
way af recalving ccmpensatian. Advantages of such particigatiagn
incluce aharing mere fully in managaman?t and araflis ang the
cantinuatian af dlvicends aftar the 2xpiraticgn 2f iha licensing
agreaman<. Lizansars 3hguld ne<a that scma javersnments may Ag*s

~grait the zagitalizaticn 37 machinery, lizanca -ignta 2:=z.
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Taxaticn

Sgyaliias usually subject o %tax in The lizensee's czunsoy,
n

and may 3e sublect s tax in the licensgs’s csu

alsgc =e affected Sy any taxatign agr-eements

cancerned. 3Sefore stariting

lecensagr should De aware of the taxss g

g

58 subject. Scme cantract3 include a prav
will which

antg tha licensee but this may not be permitiad in scme zzunsries.

at the occyalties

i3
e “free of tax” affectively mgvas the tax gurden

Cicenses nat the agent

The agreemsnt should make clear whether the licensee is the
agant of the licensar in respact aof the llcansing agreement.
Normally the licsnsee does not fulfil this raole.

Reglstratign aof license

Scme countries regquire or prefar that the licence be registarced,
quite apsrt fram registration gf patants atc. This cgurse can

alsg provide added protection g both partiss.

Agoroval gf Fareign Ggvernmant

Whers licersing agraemants invalve the licansae in ei<her lumgp
sum ar perigdic payments in cash gr kind the approval gf the
farelgn government is invariably required. The Ggvernment agency
reapansible will advise of the procaduras to be follouwad in

sagkl 1g apprgval and further informatiagn gn this point is available

from the Regianal dfficas of tha Oepariment gf T-ade and Raesagnrceas.

It is suggestad that the auprcpria;a Ggvarnment gfficials ze
appraached in the garly draf® cantract stage ta ansure that

any agreement wiil comply with the raelevant cegulatigns. This
But it that,
tha lesgal representative aof ihe

step can be handled by the licenses, i1s rescommended
prior to signing the contract,
licangas gn*taing sgecific canfizmatiagn that <he hosi Ggvesnment
authgritias apprcve af the

arrangemant3, 3ind :tnat fsaign a2xchangs

will 5e avajilable %o meet  tha licansze’s cbligatians.

Same countries na lunger apgprave af payment ar-angements Zar
licensing agreementa heftween relatad campanias. Cbvicusly
this goint should Za checksc early in the negotiatian stage.

Aus<Tallian Ggvernmant Ageraval

Resacve 3ark appraoval L3 -equisec 7.

¥

all <c2rngfar- 3fF
tachnalogy 2greemanta, including :hcse Lnvalving z2nly an axchangea

af tachnglafy withcut gayment 2y

e e m——— e+ — e ——
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Paymants far ncn-ah
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, imsur-ecilizn, etc.

*ias are 3availablas ’ranm

Full cetails of the insurancae facilitia
the Carparstian’s State gffices, listed in Appandix S.

Duratiasn and cast af neagntliaticns

Normally licensing agreements will take abgut tuelve nonths ta
resasrch and nagotiata. It can e much langa:s far complax
negotiations with cesrtain cguntrias.

Licensars should not uyncerestimata the gxecutive time and cgsts
invalved (travel gxpanses, patant rsgistraliagns, axpeart advice,
etc.). Howevar, Lif full usg is made of the services availahls
fram Australian government, faeign government or indusiry

grganisatigns, much aof the time cansuming work can he exceditad

at little cast. Even when tha agr=emeant has Jeen szached it will
take some time tg implament the arrangement. The licanser shculd

therefaore think in tarma af z2Bcut tua years fram commencament
af the markating study %2 "start up?® as heing falicsly typical far
lizcanaing agreements.

Succass ar Failure.

Some of the many factors contributing tc the success gf a

licansing agreament are

. thorgugh preliminary research

. innherant valua af pgatants, tTade marks 9o kosw-how licansed

. chaice af a reliadle, cumgetant ana campatiblz lizansee

. mutual canfldance and Tesgect V3T 2ach aiher's intarasts
and a3bjectives

. sgme pariticipation in cwnershia and/qr managment

. close persasgnal cantact wish llcansaes Zuring tha lifa aof

the arrangmant (-egular visits and %2laphane zsn%tact grefarzaly)

. tavauradle r2putatiaon of the lizansgr and licgnsad arzguce
. *achnical 3and -egearch laad maintained 2y lizarsare

. merchandisinsg sugcort Sy lizanser

. stogng affart and atiantizn devasad ta'the vaniyTae

. ac+ive 3ugceTt af s3p managemans

. flaxizillity 37 apgorzach anga admianissTatian

- ezTT2ct timing and zacing 3¢ lizensing acsivisy

N

. 3 comorz2nensiva ang Zgzallag Lonifact.
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. Foor init.al reseacch resuliing in
- gver-estimatign aof markat polential
- unsuitable desigr 3r gualizy of grocuct o servics

- revenug ngt caommensurate wiih casts »

. Pacr managment af the licensing agreement ’
- pgor cgsts cantrol
- inadequata staff and organisatignal Backup
- failure %o observe the terms aof the agreement
- di’ficulties of communication
- daficigncies in training of licensee's staf?
« lack of interast by licesnsae Jue tc minor {mportance
of the licansed procuct or ssrvice in the lica: see's
total aperation
- insufficient inventary holding by licsnsee
« inadequate supply aof components, materials etc. By licansagr

. Gavernmment pgliciass
- exchange cifficulties
- high taxes leviad an royaliy income
~ change in economic policies e.g. impart quatas, taciffs, etc.

. competitiagn fram gthder ccocmpanies.

Canclusian.

This paper is an attesmpt tc show the grincipals in formulating a

tTansfer af technology agreement from the Australian paint of view
may serve as soma guidline ta yau in acapting the partizular

circumstancas in the varigus cgountries represantsd here taoday.
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Australian

af Science.

Basche Jame

Acadamy

s R. Jr.

Saxtgr, J.U.

S8laxam G.A.

8razell D.
BA (CANTAB)

9razall 0.
84 (CANTAB)

fdmunds
LL3.

Edmynds
LL3

The Intarna*ignal Lawyer {(Quariesiy 2uili

-~ A quartarly law journal, gublisheg in <

and devotad %3 graciical groolems af sp
2

intarest %3 lawyers cgncernad wish

foreign and comparative lzw. Foeguy

8

gn transfer af technolcofy anc fooeig
law.

From Stump-Jump Slzugh t3 Intarscan A.0.T. 1877

- A reaview of inventiasn and inngvatian in
Australia sinca 1840; naine papers by eminent
Australian sciantists anc academics.

International Transfar aof Technaolagy. A 4HWorldwide

survey of chief exacutives. The Canference Sgard

N.Y. 1975

- A waTldwide survey of the views of senigr
exacutives gn the varlous Lssues -zised by
technglcfy trsnsfer sSstween cauntries.

lagrld Patent Law and Practica.
Landan 1973.

Swaet 1 Maxyell

- A useful and campreghensive compendium of gatant
law 3s practised in various counities.

Lfcansing Rights'in Technglogy. Gower Press

Landan 1972

- Aimed at the managaer anc using his tarmiralcgy,
the Yook gxplains the lgzgal cancapts invalved
in the licensing 2f industsial a2r-zparTiy.

Manufaciuring urdar Llcause. A Handboak.

Kenna<h Masgn

Yanneth Mascgr Publizati-n
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Cherian Joy

Eckatram, Lawrence J.

Graduate Institue of
International Studiass.

Internatiaonal Chamber
¢f Cimmerce International
Chamber af Commercs

Intarnaticnal Journal
af Geargetown University
Law CantTs

Masaon Kennatn

Orgalime

Exporting X“ncw-hcw. A juize %3 sversezs

licensing. Lzndeon 1376,

Investament Canstracts & Arkizra
-
i

Sijthaff-Lycen, Washinglan 1%

- Leagal asgecta of intsznatianal {nvestments
and the satilament af i{nvestasnt dispules.

Licensing in fareign and Ocomestic (Operations
Vals T 2 II. Third Fditisn New Yark 1977

Jaurnal af World Trade Law. Periodical.
- a bimonthly publicaticn aon wgrld irade,
investment and technalggy transfer lau.

G.icelines far Intsrnational Investmant

(Wag. 272) 1972.

Jeint Venturss in Oevelaping Counirigs (Na.256!

1963

- Intarnatiaonsl Chamber of Commerce pericdizal
pubiishls in various languages articles
gn internatignal caomerces and relatad
mattars.

Law & Policy in Intarnaticnal Business.

- A guartsrly USA publication wiih numersus
articles aon intarnational laws and coes
that relats to business matiars.

Standard Clauses in a Licensing Agrezemant.
England 1970.
Practical Guiga fgr Preparing 2 kncu-ncuw

Cantract. Bruxsllas. April 1976.
- A guide an drauing uf 'kncw-how' cantracts

preparad by Organisme de llaisgn des
Industrias Matalligues Surcpee=nnes - un
arganisatian that represents anglineering
and metal-warking tT3cde assaciastiansg Ln
fifsaar Iuragean zguntTias and arovizasg
lfafisgn Jetuaen Ihasa

3
lagal, Sechnical and r2latad mas=ar
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UN Industzrial Daev.
Organisatian

UN Ecanamic Commissiagn
Far Eurape

- —

Agpraising Farsign Licansing Aec¥fsrmance
ligy Ng. 123

Fareign Licensing Agreemenss Sars I

n 43

[4}]

Studizs in Susiness °

(8}

Studias in Susiness S3licy Ng. 38
Fareign Licansing Agreements fart IZ
Studies in Susiness Faglicy Ng.91
Patent Ccunsel in Industry

Studies in Susiness Palicy Nao. 112
Managing Faoreign-8ase Cargoratians
Studies in Businass Sfglicy Nag. 113

- The. Canfarsnca dcard is an indegancent,
ngn-prafit business research grganisatian

engaging in cantinucus research in tha fields

af scaonemic cgnditions, marksting, financa,

parsannel administiratign, internatiagnal

trade, public affairs, anti-trust ang varigus

gther relataed areas.

Guidelines for :he Acguisiticn of Foreign
Tachnaology in Cev. Countr-ies New York. 1973

Guidelinaes for use in drawing up cantracts
relating ta the internatignal transfar of know-
how in the engineering industry. 1570.

Guide on drawing up intermatignal cantcacty an
industrial co-ogperatiaon 1976.

- Varigus organisations within the Unitad
Natigns publish numergus articlas in variagus
languages agn intaTnatiaonal induysticial
ca~-agperation and relatad matiars.
Buplicatigns may Ze cotainad fr2m 3Scgkstares
and distributars <hroughout the world, ar
directly from Unitad Natians Salas Secticn,

New Yark ar Ganeva.
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The Patant Office ia Sest x<ncwn 3 thg nala ra2lz that IS Zerfsrms
nameiy the ercguragemenz off techuglsgical Zevelzocment Sy confe

gn %he cwnezs gof sufficziantly noteworthy inventicns, a2 tamperasy acnccly
in the usa of such inventigns. This is dcone 3y the zgnfersing of 2
Patent deec naving the status af a legally cscagnisec negotiagle zocpercy
A conditian for the grant af such a maongpcly is that a complets specif
atian setiing aut a full description of the inventicn aust Se submitle

tg the Patant Office.

(&%

Tha tarm af a patant is sixtean yearss, sublect Lo the gayment af

annual renewal fess commencing bafare the axgisy =7 the fcurth year.
The Ausitralian Patant Office publishes, afZer a grescribed time,

the complatas specificatiogns submittad tn i%. The Patent Qffice Library
contains s3ll the published Australian Patent Sgecificatians Zggether
with a comprahensive selecticn af printsd Patent cocuments rsceived
from gversaas.

Informaticn hald at tha Austrelian Patant Office can be Teadily
extTactad, and firms interested should zgontact tha appropriate Siaie
Qffica - acdresses shown in Appendix S.

Patant specificatigns alsc have a tapizal applicaign in that they
can be ussd far technical fgrecasting.

A trads mark 1s a mark used in ~elatian ta goods to distinguish_thtm

as the product of a pariicular manufaciurer. Ruegistratign of a irade
mark gives the registered proprietor exclusive right %3 the use af the
trade myzk in respect aof the nominated goods, subject to any cangitiaons
impased by the Ragisirar of Trade Marks,and enables the gropristar

tg ghtain rellef i respect of infringement of his mark. (If a %rade
mark is unregistared, the proprietor s<ill has commen law cights acguirec
By use). Registration remains in forme far 2 pericce 37 sevan years,

aftar which Lt can e “enewued for furiher jeciads af fcuycta2en years.

Indiscriminates licansing aof a iade mark i{s !llegal and w
the rights-in the mark. Houtver; ihe Faw pgravidas 73r the
use by cnﬂ.pcrsan 3% the :r-acde mark aof angther L1f the trada marck L
ragiastared 3ng the pge-mitied usas ls reqglstarec as 3 Cegls

an an applization made s the Reglistrar af Tracde Marks., Tha Re
reqyuisas Lin suen lases

Ay

nas thne zwner gf 4tha srade matk will =2
ne

%3

she use zf *ne mark< Ly cegistarad ysaT ang will arsgr2z zthat inz
stancar< 37 zuality ama chacacztaristics gf “he 3acds Jut Cus 3y <ne

use> uncer <he mark acs maintainad.

‘he grataciicn affordag zy 3 cagk
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are ~iffg-mns. The cancect 37 incusttial z2zsizn coop o unizh o ithe

Jesigns Act is Za

y *he funciizn of the article ace unregistazanla,
The agglicasicn for cesign -agistraiticn =yust stata ahesnsr zesign
cegistraticn is cesiseg ia cesgact 2f the groamentactisn, sastiarnn,
shage zr csnfiguraticn of the aciizla ans nust Se acscmpaniasc Sy
R

The Designs Art alns at enccuragling inncvaticn in Australian incustoy

by gramting %o tne-author cf any new aT criginal design, 2 agnepcly

for an inislial period of flge years, which may then 3= songyueg ¢

*ug further five-ysar gecigds, afitar which ting the 3Jesizn nay te
]

fTeely ussd Sy arnygne.

Registraticn af a design may te assigned ar licensed. *Cagyright

in a design® is a monopoly which is infringec By anycna wunag przcucas
in Australia a similar but ngt necessarily identical, Zesicn even

i# he had no knowlecge of the registerec-design. It L3 als=sg infringed
Sy anycne who impaTis or sells such an article. Ccpyright canfecsced
Sy the Caopyright Act i{s anly infringecd 3y scmesne whg Jellibarately
copies the praotacted woTk - 17 he indegendently sraducas an

icdentical work, he does n2t infringe. 4% the enag af the life

af a cesign cegistraticn, a perscn will not lcse the pratactian
against repraduction 3f his griginal drawing(s) in twg dimensizns,
which is kngun as rs=sigual capyright.

I* is fa%tal ta the valigity af ihe registratizn t3 sell.articlas,
taks grders oT in any way publish the design eface an apglicatian
for registration is made. Once it is lccged, publlicatign ha
effect ugon its valicisy. I% is chligatary upan the cwner af a
registecad design to mark each article which he salls aczarding
ta the design tg show that the deaign is registacsc.

Patantial licanscrs shgul2 af ccourse Zear La mind That s2sarafte
segistTatian 3f zatenta, <Tacemarks 2o Jesigns L{s -eguises in
2ach csuntsy g which they are axparzed.




