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Dear Reader,

The Third Meeting of the ASEAN Network Co-ordinators for the project on itSEAN 
Technological Information Exchange System (ASTIS) was held in Kuala Lumpur, 
Malaysia,  on 2-5 November 1987. The project is a jo int  undertaking o f  the ASEAN 
Committee on Industry, Minerals and Energy (COIME), the United Nations Development 
Programme (UNDP) and the United Nations industr ia l  Development Organization 
(UNIDO), with the object ive of establ ish ing  a technological intormation exchange 
system among ASEAN countries (.ASTIS). The meeting was attendee by representatives  
Irom Brunei Darussalam, Indonesia, Malaysia, Phil ippines and Thailand who assessed 
the progress achieved in the implementation of  the project and roruriiated 
recommendations <-n the future course of action. In this respect,  the meeting 
agreed to submit proposals for the creation of a Regional Support centre tor ¿tS'ilb 
and a programme for tra ining in the negotiation ot technology transfer contracts to 
COIME for its consideration. In this regaru, the meeting requested Malaysia and 
the Phi l ippines to prepare the respective working papers on the said proposals tor 
submission to the regional co-ordinator.

The meeting had a twofold s ign if icance.  On the one hand i t  represented an 
important '-fep towards regional co-operation with a view to a better understanding 
of the technology market forces and the strengthening of the negotiation  
capab i l i t ie s  of the member countries;  on tne other hand i t  earmarked the 
successful completion and pract ica l  applicat ion of a software package currently- 
designated as CORIS which was developed for applicat ion in the inst itut ions  in 
charge o f  evaluating and monitoring transfer of technology agreements, p ar t icu la r ly  
the TIES members.

This face was witnessed by the TIES memb.rs, par t icu la r ly  at the last TIES 
meeting held in Warsaw, and underlines once again how important it is for 
developing countries to share their experiences anc ideas in order to accelerate  
their learning process towards technological s e l f - r e l i a n c e .

CORIS, rather thar being a "trade mark", is an abbreviation for "computerized 
reg is t ry  information system" and embodies the co l lec t ive  extorts and a combined mix 
and inputs which are ve-y much in l ine with the sp i r i t  of TIES i t s e l f .  CURIS is a 
software designed as a tool for the handling of information related to transfer of 
technology agreements by providing the technical means lor a more e f f i c ien t  data 
co l lec t ion ,  storage and processing, as well  as for the establishment ot 
inter 1inkages with ocher computerized information systems, whether national,  
regional or international .

The demonstration of the software package emphasized the s ignif icance  of Lhe 
information system for technology transfer,  sp e c i f i c a l l y  with regard to e f fec t ive  
decision-making, policy-maxing, st rateg ic  planning, monitoring, reporting and 
network ing .

At present, thanks Lo further developments undertaker, m Poland and Malaysia,  
CORIS is insta l led  and fu l ly  operational in the transfer of technology o f f i ce s  ot 
Niger ia  and Malaysia,  namely the Nigerian Ofi ice of Industr ia l  Property and the 
Industries Division at the Malaysian Ministry of Trade and Industry.
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ISIn the near future CORlb w i l l  b- insta l led  in the AbEAN countries and it  
conceivable that by the next 1'ItS meeting, to take piace m Lima, Peru, in 
November lVSb, the programme w i l l  be routinely operating in a nuinDer ot other 
transfer of technology o f f i c e s .

Alchough the TIES and ASTIb members represent the prime target group lor tue 
implementation of CORIS, this software may serve as an excellent management tool 
foi other inst i tut ions of developing countries dealing with iniormation re lated to 
transfer of technology agreements. l-'or further intormation on tins subject our 
readers may address their inquir ies to the Transter or lechnology Programme brancn, 
Development and Transfer of Tecnnology Division, Department for Industrial  
Promotion, Consultations and Technology, United Nations Industr ia l  Development 
Organization (UNIDO), Vienna Internat ional  Centre, P.0, box 3UU, Vienna A-1400, 
Austr i a .

Development ani Transfer of Technology Division 
Department for Industrial Promotion, Consultati ans 

and Technology
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UMDO HEWS

Technological Adyiiorr Serricw

In previous issues of the TIES Newsletters we 
published information on the Technological Advisory 
Services which aims to provide advice to governsnti  
and entrepreneurs o f  developing countries on the 
negotiation o f tranafer of technology agreements.

To further inform our readers on the scope o f the 
TAS prograive, we thought i t  would be useful to 
present com* examples o f  advisory services rendered 
during 1987.

Whenever appropriate, and for the sake o f  
confidentiality, the names o f the countries or 
companies involved have been omitted.

As you may know, the TAS services sre basically  
operated at two levels;

(a) They can be provided from UNIDO Headquarters 
as a desk service. This aspect o f TAS is more 
appropriate in situations where the requesting 
organization needs advice on specific contractual 
issues, for example on the assessment o f a reasonable 
level of payments , drafting specific clauses, or 
review and advice on draft agreeamnts under 
negotiation. At this level advice can be provided by 
using the experience accumulated within UNIDO, 
eventually supplemented by contributions from outside- 
specialists or institutions.

(b )  When complex negotiations are involved, 
e .g .  in relation to major industrial projects, 
short-term fie ld  missions by appropriate s ta f f  mesfcers 
or specialized consultants become necessary. Services 
such as TAS have to be performed in a very competent 
manner and a roster comprising a solid and diversified  
range o f expertise is an essential tool for a viable 
work.

TAS assistance involving fie ld missions

1. Assistance to a steel company on Lhe main issues 
related to the negotiation o f  a steel complex and 
identification of the main area problems requiring 
future assistance from UNIDO. This preliminary form 
of assistance resulted in subsequent projects, namely;

-  Techno-economic study allowing the assessment 
o f  the feas ib il ity  o f the project in order to 
take a final decision on the investment.

-  A larger scope and comprehensive assistance 
along the different phases of the negotiation 
process•

2. Mediation and assistance in the negotiation of a 
collaboration agreement including transfer of 
technology between business firms from Sweden and 
India. In addition to leading the negotiations a 
successful outcome the mission was instrumental in 
structuring and drafting a contract suitable to amet 
the parties' objectives in a totally fair And 
equitable way.

3. Assistance to s Dutch and Thai firm in the 
discussions intended to lead to a joint venture in the 
food processing industry and formulate the results of 
the discussion into a Memorandum of Understanding 
towards the establishment o f  a joint venture for the 
development, production and marketing of the 
contractual productr to be manufactured by u t i l iz ing  
the cosfcined know-how of both companies.

4. Assistance to prospective partners, psrticipating 
st the 1-vestment Promotion Forum, in individuil 
negotiations including drsft of Letters of Intent and 
the draft of agreeawrnta corresponding to arrangement* 
negotiated between partic; pants.

5. Assistance to the management o f a cement plant in 
the resolution of a judicial dispute related to th* 
construction o f  a cement plant.

6. Assistance to a petrochemical company on the 
selection of technological options and preparation, of 
tender documents related to the revamping o f a 
phosphoric acid plant.

TAS assistance provided from Headquarters

1. Assistance to a public fe rt i l ize r  company on the 
alternative payment formulas and methodologies for the 
negotiation o f a contract for the construction of a 
chemical plant.

2. Information on method* and lump sum payments for 
know-how sunufacturing technology o f switch gear 
panels.

3. Identification of potential suppliers for 
technology (turnkey) on the plants for production of 
c it r ic  acid, sorb ito l,  manitoi and vinyl acetate.

4. Information on sources of raw materials, 
procurement o f  equipment and identification of 
technical partners related to the production of 
sulphuric acid and al l ied  chemicals.

3. Information on payment cr iter ia  including data 
related to know-how and patent rights for the 
manufacture o f  isopropanol.

6. Information on payment cr iter ia  and royalty base 
in licensing agreement with specified w^cl.uology 
suppliers for the manufacture o f autoaobiles.

7. Experience on licence fees on computer software 
developed by specified consultants in the fie ld  o f  
petrochemicals.

8. Identification of potential technology suppliers 
relating to button mushroom culture for jo int venture 
arrangeamnts.

9. Supply o f  sample contracts and elements for the 
evaluation and torsmlation of guidelines related to 
contracts product-in-hand.

1 0 .  Informstion on average conditions for cosmetic 
cream, deoderante, perfumes and baby powders.

11. Information on experience available in evaluating 
technical assistance contracts and consents on 
contractual teram, torm o f  payment» , approved va l id ity  
referring to transfer of technology in financial,  
administrative, commercial and technical management 
for this type of contract.

12. Information on computer policy as related to 
technology acquisition in developing countries and 
other inforsiation related to computer industry 
research and development.

13. Identification of suppliers in the manufacture of  
casual wear made of denim.

14. Information on payment cr iter ia  in the tyre 
manufacturing industry.

13. Identification of technology and machinery 
manufacturers in order Co study a new project to 
produce bottler and bags used in the canning of edible 
plant o i l .

16. Information on costs of turnkey plants for 
various manufactured products including plant capacity 
and scope of supply.

17. Information on sources of technology for an 
ethanol plant and guidance idler, approaching
p. otpeecive negotiations.
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18. Research and supply of inforaation on cradc mark 
policy in transfer of technology agreements in a 
selected number o f countries.

19. Supply of techno-economic data for the decisiou 
on the investment of a carbon black plane.

COUNTRY NEWS

Philippines -  One-stop anop for investments opened

The one~stop shop action centre for foreign and 
domestic investors is now in operation to act on a l l  
matters concerning the setting up of business or the 
inflow of investments in the Philippines.

Trade and Industry Secretary Jose S. Concepcion* 
Jr. said the centre forsm part of an inter-agency 
council on investments and w i l l  have the power and 
capability to assist ’ ocal and foreign investors 
seeking information and assistance on investment 
matters. It w il l  be tasked with "co-ordinating 
investment development efforts  o f  the Government* so 
that domestic and foreign investors need only to go to 
the centre for their needs*" he elaborated.

The centre which is located at the Board of  
Investments (BOI), w i l l  be under the supervision of 
Assistant Minister Gloria Macapagal-Arroyo.

Minister Concepcion said the centre w i l l  be 
manned by representatives from the departments of 
trade and industry* tourism* agriculture* natural 
resources* and transportation and communications.

He stressed that representatives of these 
government agencies are authorized to receive* process 
and act on the application of businessmen and 
investors and on the clearances required by their 
respective o ffices . (Source: TItC)

(In this issue of the TILS Newsletter you will  
find derails of the proposed Investment Code of 1987 
for the Philippines.)

Senegal -  Second African TIES Meeting* Dakar* 
ft-10 October 1987

For moat developing countries* and in particular 
for African countries* industrial development is* and 
wil l  continue to be* dependent on imported technology 
due to the d i f f icu lt ies  these countries have in 
meeting the demands for industrialization in a 
se lf -re l ian t  manner.

In is known, nowever* that in many caeca the 
technologies imported from abroad do not achieve the 
expected esults due to lack of information and 
capabilities to e ffic iently  handle the process of 
selection* negotiation and adaptation of the 
technology originating from foreign suppliers.

Within this background ARCT and UN IDO have 
jo intly  under iken the creation of a network among the 
institutions in charge of technology acquisition in 
the African countries -  African TILS -  for exchange of 
information and experience on transfer of technology 
evaluation and negotiation. The African TIES 
involves, among other?, the collection and 
dissemination of information on the technology market 
characteristics and the existence of legal and 
institutional infrastructure to deal with the 
technology inflows and ¿he transfer o f  technology 
agreements in s systerstic manner. The African TIES 
network started functioning with the membership of 
Ethiopia* Cameroon, Nigeria, Senegal and Tunisia and 
is now being extended to Egypt, Sudan* C8te d 'Ivoire*  
Zimbabwe and Kenya.

A substantial number of developing countries nave 
established institutions, usually reterred to as 
Transfer of Technology Kegistries* with the tunccions 
of evaluating and registering the transfer of 
technology agreements and ensuring that the technology 
is*negotis ted m equitable terms «nu m conuitions 
appropriate to the local environment and allowing the 
absorption of the imported technologies and the 
upgrading of the local technological capacities.

This objective underscores the role of 
NEGOTIATION of the TECHNOLOGY and the importance ot 
the interaction between the imported technology and 
Che domestic engineering and consultancy services* 
technological institutions and HAD fac i l i t ie s  towards 
the achievement of a suitable technology base in 
developing countries.

Under the sponsorship of UNIDO the Transfer of 
Technology Registries have formed a network designated 
as TIES (Technological Information Exchange System) 
foe exchange of information* on a confidential and 
reciprocal basis* on the economic and technological 
information contained in the approved and registered 
contracts.

The TIES system has developed into a fully  
operational one and so far information on 
6*00U contracts has bee.i exchanged.

The experience accumulated so tar by Transfer ot 
Technology Kegistries clearly indicates the importance 
ot an effective organization ot the information tlows 
related to Registry activ it ies . it was louna that 
improving tne system ot collecting, storing* 
processing and disseminating information may 
substantially contribute to the overall Kegistry 
performance as veil as to the increase ot its ocnetits 
resulting from rhe access ot information exenangeo 
under TIES where every possible element on conditions 
of contracts and experience of the respective 
negotiation and implementation is likely to be 
found.

Another important aspect relates to the need for 
improving the sk i l ls  and professi^nalisa of government 
o ff ic ia ls  and entrepreneurs of developing countries to 
effic iently  negotiate the transfer o f  technology 
sgreements with their foreign counterparts.

Within this context, and in connection with the 
next African TIES meeting* special reference la to be 
made to the following:

(a )  UNIDO has developed a computerized 
programme -  COR IS -  aimed at providing a cool Co 
facilitate the exchange of Information among the TIES 
members* to scsist the Registries in the évaluation 
and monitoring ot the implementation ot the transfer 
of technology agreements and to ensure the 
inter Iinkages between the Kegiscnes and the orher 
components of national technological systems.

lb) Uhlbu is compiling cue experience and 
materials resulting from tea training programmes on 
technology negotiation into a manual which is 
intended, on the one hand, to cover the vrtiole range ot 
issues and subjects that negotiators, decis'.on-makers 
and government o f f ic ia ls  dealing with technology 
acquisition and negotiation should be aware ot; on 
the other hand, the manual is expected to serve as a 
basis for developing countries, especially the African 
countries, to build up their own training capabilities  
in this field.

The TIES system has been extremely useful in 
assisting the member countries in substantially  
improving the conditions of technology acquisition, 
and jointly with ARCT, UNIDO is undercaking efforts to 
extend the TIES activit ies to the African region.
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The f irst  African TIES meeting cook place in 
Dakar from 1-3 October 1985 and set a basis tor the 
creation o f a TIES network which is expected to help 
African countries obtain correct and appropriate 
information on contractual agreements covering their 
technology acquisition efforts .

The discussions at the f irst  African TIES meeting 
concluded that the absence of well-established  
regulatory functions for technology transfer has been 
detrimental to African courtries and that efforts  
should be made to develop institutional 
provisional capacities and ensure access to 
information allowing the strengthening of negotiation 
position v is - j - v i s  the foreign technology suppliers. 
The meeting also recognized the need for a legislative  
framework that w i l l  give the Technology Transfer 
Registries the authority they need to fu l f i l  their 
tasks. The meeting decided to give priority to the 
design of a network for exchange o f information among 
African countries covering the tersis and conditions of 
technology acquisition including the financial, legal 
and technical aspects of technology transfer. ARCT 
and UNIDO would constitute a co-ordinating committee 
for the network tc follow up, monitor and evaluate the 
activ it ies  of the network.

main objectives of the Second African TIES 
meeting are the following:

(a )  To follow up the progress made in the 
prospective member countries concerning the creation 
or consolidation o f legal and institutional  
infrastructure oriented towards technology acquisition 
and negotiation as well rs to the operat ional ly  of 
the focal points;

(b )  To present the computerized programme 
developed by UNIDO with a view to fac il itating the 
technological information management at the national 
lt*vel and the exchange of information among che 
members of the network in paiticular and within the 
TIES system in general;

( c )  To assess the draft manual on technology 
negotiation under preparation by UNIDO and identify 
the training needs of African countries in this field  
in order to finalize the manual intended to be used 
for building up self-sustained trainirg capabilities  
in the region.

Rwanda -  Seminar and advisory prograswe on contract 
negotiation, Kigali, 7-11 December

For most developing countries, industrial 
development is and w ill continu2 to be dependent on 
imported technology. Experience has shown that in 
many cases the imported technologies fa i l  to meet the 
recipient's  expectations because the suppliers impose 
not only high costs but also a variety o ' conditions 
which do not allow the absorption of Knowledge nor the 
development of indigenous technological capabilities.  
African countries, in particular, have become 
increasingly aware that the lack o f skilled  
entrepreneurs and government o f f ic ia ls  in the 
negotiation of technology may have a negative impact 
on their industrial development, and their concern has 
been reflected in the Lagos Plan of Action tdiich 
states: "With regard to the development of technical
entrepreneurship there is a need to direct attention 
co current practice in the training of technical 
manpo* t  to include various dimensions of the 
technology development process".

This is also reflected in the report of the 
Fourth Ceneral Jonference of UNIDO which stated that 
"UNIDO should organize prograimaes in a number ot 
specialized areas related to the development ot human

resources tor industrialisation, utter a l i a , training 
lor contract negotiators" ^resolution ho. I, 
para. LU ( b ) ) # and " . . .  Strengthening the negotiation 
capabilities m developing countries" tresoiutiou 
Nc. 2, para. 12 I t ) ) .

The Government of Rwanda, through the Ministry ot 
industry. Mining and Handicratts, has requested 
UNIDO's assistance m organizing a programe to assist  
government o f f ic ia ls  and entrepreneurs on negotiation 
and evaluation of transfer of technology agreements. 
Accordingly, a preparatory mission to Rwanda was 
carried cut in early 1986 which found that a 
significant number of projects requiring foreign 
technology are being implemented or are in the phase 
of p re -feas ib il ity  or feas ib il ity  study, but that the 
respective promoters have no experience on the issues 
of transfer o f technology negotiation and strongly 
need advice on how to appropriately deal with the 
foreign suppliers.

On the basis of these findings i t  was ueciued to 
hold a five-day seminar on issues of negotiation, to 
which about ¿U government o f f ic ia ls  and managers ot 
private and public enterprises with responsibilities  
in the conducting ot negotiations with technology 
suppliers are expected to atlenu.

The seminar w ill include presentations e»u 
guidance on selected topics of negotiation ot common 
interest tor a l l  the participants, nmong such topics, 
the tollowing were identified during ire oreparatory 
mission:

International legal framework tor transfer ot 
technology negotiation;

-  Forms of transfer of technology;

-  The transfer of technology in the 
je int-venture context;

-  Technology selection and financing sources;

-  Structure and types of contracts;

Pre-contractuaI arrangements (optional 
agreements, letters of intent, e t c . ) ;

Post-contractual arrangements (distribution  
agreements, management agreements, e t c . ) ;

-  Principles and methods tor evaluation ot 
technology costs:

( i )  Direct costs;

I n )  indirect costs, e .g .  tied transactions;

-  Unpackaging ol technology;

-  Guarantees and warranties;

-  Adaptation and improvement of processes; 

Contract implementation;

-  Contracts for the supply of equipment, 
services and public works:

( i )  The Terms of reference;

( i i )  The performance and guarantee bonds. 

Presentation of s case stud;;

A case study, to be presented by the counterpart 
organization, will reflect the experience of Rwanda in 
the transfer of technology negotiation.



Advisory services:

In addition to the subjects presented in the 
group briefing» experts w i l l  be aide available to 
provide free advice to thu participants on a 
confidential basis on issues related to agreements 
they aay currently have under consideration or 
negotiation.

ТЕСНЮ LOOT ACQUISITION

Experience and practice o f  technology transfer in the 
Republic of Korea with particular reference to 
remuneration and government regulations

Introduction

Since 1962 the Republic of Korea (ROK) has 
launched a series of five-year economic development 
plans in order to fac i l itate  an industrialisation  
process which requires much advanced technology from 
developed countries. From that t i s «  until the 
present» ROK's reliance upon foreign know-how and 
technology has been significant» and it is generally 
recognized that foreign technology w i l l  continue to 
play an important role during ROK's economic 
development plans for the 198Us and beyond.

In addition to encouraging joint-ventures «.h^ou^h 
direct equity investments in Korean industries» the 
Government of the Republic of Korea hopes to increase 
the Level of inducement of foreign technology» and has 
taken a number of steps to encourage foreign 
enterprises to licence their technology (including, 
but not limited to, technical information, trade 
secrets, know-how and other information, whether or 
not patented) to Korean industries.

Within the context of planned economic 
development, importation of foreign technology has 
been undertaken as a means o f  improving the 
international competitiveness of Korean products 
exported abroad and of fac i l itat ing  domestic 
production of products which would, otherwise, have to 
be imported. The main sources o f  foreign technology 
were Japan and the United States (although the inflow 
of technology from European sources is increasing and 
the sources hsve become more d iversified in recent 
years) and the industries which hsve made the greatest 
use of trsnsnacional licence sgreements were 
electronics, machinery, chemicals (including synthetic 
fibres) and metal products. The terms o f these 
technology licensing agreements have h istor ica lly  been 
subject to extensive controls by statutes, regulations 
and guidelines, and by case-by-case approval or 
acceptance procedures where the relevant o f f ic ia ls  
have exercised considerable discretion.

An example of such government regulation of the 
terms of agreements was a policy, in effect until 
recently, of the Ministry of Trade and Industry (Uuch  
was the ministry responsible for accepting most 
sgreements in the manufacturing industry sector) not 
to accept sgreements which provided for royalties in 
excess o f  5 per cent of net sales or terms »n excess 
of five years. However, there is s general feeling  
that government intervention in the economy is 
becoming less appropriate now that Che economy is 
becoming more advanced, and the trend of allowing the 
parties freedom to negotiate their own terms in 
licensing agreements as well as in other forms of 
contracts is advancing slowly but steadily . Thus, 
there is now greater f l e x ib i ’ ity in the royalty rates 
which ms у be accepted and the term of the cgreements, 
as well as in other areas.

Government approvals for lie  •usur's  remuneration

The issues ot government approval end ot 
remuneration are inextricably intertwined, because 
some torm ot government approval is always cequrreo 
tor any transaction which involves payments ot tees or 
royalties or lue establishment ot a credit 
relationship between a Korean licensee la residency 
and a foreign licensor la non-resident). that is true 
irrespective of whether the payment obligation is 
expressed in foreign or in Korean currency. in 
addition, certain types ot government approval carry 
with them tax exemptions with obvious implications tor 
the amounts of compensation which may actually be 
received by the licensor.

There are three basic laws under which technology 
licensing agreements may be approved such thst the 
approval could bê  the basis for the remittance of 
foreign exchange:

(1 ) The agreement could be approved under 
the terms of the Foreign Capital Inducement Law 
("FOIL'*) by the Ministry of Finance I'TlOF"). This is 
the most desirable form, as it entitles the licensor 
to a guarantee that the fees paid for the technology 
may be remitted abroad in foreign currency and it 
carries with it substantial tax exemptions.

(2 ) ihe agreement could De approved undet 
che terus of the technical services business Fromocton 
Law l"TbbPLMJ by the Ministry ot science anu 
Technology.

\J) Ihe agreement could be approved unoer
the terms ol Hie Foreign Exchange Loutrol Law v " * l l l " )  
by a designated foreign exchange authority.

In practice, faced with the fa irly  restrictive  
limits which hsve h istorica lly  existed in regard *o 
the terms which could be included in a technology 
licensing agreement that had to be accepted by 
governmental authorities, foreign technology owners 
have sought other ways (instead of or in addition to 
licensing fees and royalties) in order to maximize the 
total level of profits which they could realize  
through the transfer of their technology. One 
possibility  was for che foreign technology owner to 
enter into a joint venture agreement with a Korean 
partner to form a Korean joint venture corporation.

In that case, approval would have to oe obtained 
for the foreign investment and siso tor any feet paid 
by the joint venture for the use of the foreign 
partner's technology. Assuming the foreign investment 
had been duly approved, however, the foreign partner 
would not have to obtain any additional approval tor 
the remittance ot  its share ot the dividends arising  
out of the protits generated by the joint ventutc 
through, among other things, its use ot the foreign 
technology.

Yet another way in which a foreign technology 
owner might obtain profits through the licensing ot 
its technology to a Korean licensee would be through 
granting an independent Korean corporation or a Korean 
a f f i l i a t e  a licence to use the technology for no fees, 
pursuant to an arrangement thereby the toreign 
technology owner wou’d purchase the product» produced 
through the uae of lac technology at a low price.
Under the Foreign Trade Transactions Law, the Hiniatry 
of Trade and Industry ('>111") could theoretically  
regulate the export price of specific items so as to 
prevent the parties from agreeing to an unreasonably 
low price, but in practice such legulstory power is 
not exerc i » e d . Ho approval is required for the



licensing of Che foreign technology when no licensing 
fees ere charged and the only applicable ¿oreign 
exchange regulations are an obligation on the Korean 
party to collect the payments which are due to it and 
to have them ch^nel led through the Bank of Korea or a 
foreign exchange bank. $

Government intervention in technology transfers

As a civ i l  lav country with an essentially 
capitalist economy, ROK theore:ically arrepts the 
principle that international contracts nay be entered 
into pursuant to the agreements which the parties have 
reached through their negotiations, based solely on 
their own discretion. Thus, the types of technology 
to be induced, the array o f rights and obligations 
provided for in the contracts, the duration ot the 
contractual obligations, and the fees to be paid 
should a l l  be decided upon by the parties themselves. 
In practice, however, the Korean Government has played 
an active role in regulating the inducement of foreign 
technology in order to maximize the economic benetits 
and minimize the costs for both the licensee and the 
Korean economy as a whole.

The mildest form of government intervention was 
the publication of a recommended "Standard Technical 
Licence Agreement" by the Fair Trade Office of the 
Economic Planning Board. This aids unsophisticated 
Korean licensees by alerting them to the types of 
contractual provisions which would be desirable from 
their perspective. In addition to being a form of 
legal advice for the licensee, though, the recommended 
standard form also puts considerable pressure on 
potential licensors who rea lize that their agreements 
with Korean licensees w i l l  have to be accepted by 
Korean governmental authorities. Some of the 
provisions in the standard form are, in fact, 
mandatory, and others may be required on a case by 
case basis by the authorities responsible for 
approving particular licensing agreements.

The lavs, regulations and guidelines relating to 
the inducement of foreign technology can largely be 
understood as a means of advancing the same 
objectives.

One important legal provision for maximizing the 
value of the induced technology is contained in the 
criteria  enumerated in the Enforcement Decree of the 
FCIL for foreign technology, i^iich may be accepted 
under that law. (Though an agreement which is not 
accepted under the FCIL might s t i l l  be approved under 
some other law, there are substantial advantages for 
the licensor, including tax exemptions, which follow 
from the agreement being accepted under the former 
law, so a potential licensor w i l l  frequently structure 
an agreement to conform to requirements of Chat lav.)  
The relevant ministries of the Government arc directed 
not to accept a technology licensing agreement *mder 
the FCIL i f  it contains any o f the following 
characteristics:

(1) The agreement is intended mainly to exploit 
a rimple design, trade mark, or exclusive franchise;

(2) The agreement is intended mainly to serve as 
a pretext for sales of raw materials, parts or 
accessor ies ;

(3 ) The agreement contains significant terms 
which are unfair, such as export restrictions;

(A) The agreement relates to obsolete or 
otherwise inferior technology;

(5) The agreement relates to technology similar 
to that which is used by a manufacturer using 
protected domescicaliy-produced technology as 
determined by the Ministry of Science and Technology;

(6) The agreement relates to the inducement of 
technology which is unsuitable under the provisions of 
other laws or regulations.

In a similar way, the FCIL provides that foreign 
capital (which is defined to include foreign 
technology) may not be induced i f  it would have a 
negative effect on the sound development of tne 
national economy.

On the basis ot the above criteria , government 
o f f ic ia ls  conduct an appraisal ot cue value of cue 
licensed technology as a fundamental part of their 
discretionary review. in conuuctmg taat appraisal,  
tuey consider whether the technology is locally  
available, Pettier it could be obtained on better 
terms from another foreign source, and whether it is 
consistent with the priorities set forth m the 
current economic plan.

The consequences ot the review of the technology 
involved are not just a "yes or no" determination of 
whether the agreement may be accepted under Che FCIL, 
but also a determination of what fees may be charged. 
In the past, i f  the royalty rates to be charged were 
above a certain amount, that would trigger a 
requirement that a fu ll governmental review of the 
royalty rates should be conducted, and approval was 
rarely granted for royalties in excess of 10 per cent 
of net sales. At this time there are no codified 
maximum royalty rates, and the formal review procedure 
has been abolished, but the 10 per cent ceiling does 
remain m effect as a practical policy matter. 
Furthermore, the maximum amount which may be cuarged 
in any given case depends on the technology involved, 
in the case of technology for iuw-prlority industries 
(e .g . ,  foods, or pharmaceuticals) cue permissible 
royalty rates appear to be no more Chan b per cent, 
and royalty rates from J to 5 per cent are most 
common, but tor high technology items whicn enjoy high 
priority in the overall economic development plans, 
royalty rates as high as 7 or b pet cent ot net sales 
may be accepted.

Examination of the phrase "significant terms 
tdiich are unfair", as stated m item three ot the 
above l is t  of unacceptable agreements, reveals a 
consistent policy designed to maximize the value and 
minimize the cost of foreign technology. The Fair 
Trade Office of the Economic Planning Board issued a 
l is t  (entitled Notification No. SO) enumerating unfair 
clauses including:

(1 ) "Tying-in" clauses which unreasonably 
obligate the licensee to purchase raw materials or 
components from the licensor or a person designsted by 
the licensor;

(2) Restrictions on rhe areas in which the 
licensee tray se ll  the licensed products except where 
such sales would conflict wirh the licensor's  
pre-existing activit ies or obligations;

1i )  Other res ’ lctions on the licensor's sales 
sc t iv it ie s ;

kestrictions on the licensor's handling ot 
competitive products unless such restrictions are 
justif ied  by the licensee n mg been given an 
exclusive license from the licensor;
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(.5) Non-reciprocal obligations on the 
to share information regarding improvements 
licensed products;

licensee
in the

(6 ) Royalties charged on products tAtich do not 
use the licensed technology;

(7 ) Requirements that the licensee return the 
technology and discontinue use of it  after the 
expiration of the agreement unless the term of the 
licensor's exclusive (patent) rights survive the 
agreement or the agreement was terminated due to the 
licensee's breach;

(8) Any other unreasonably restrictive clauses 
which are not generally acceptable under international 
coonerc ial prac t ice .

ine standard definition ot "net sales proceeds' 
is as tolluvs: "ine 'net sales proceeds' tor the
purpose ot paying royaltie j or otrier tees in 
connection with a technology inducement contract shall 
be the total sale proceeds of the licensed gooas lor 
parts) produced or manufactured unuer the contract, 
less; 111 sales discounts including any sales 
rebates; (2) sales returns; 13) indirect taxes 
lvalue added tax, etc . )  on sales of goods;
(<♦) insurance premiums for goods sold; 15) packing 
expenses for goods sold; 16) freight and delivery 
expenses for sales of goods; (7 ) sales commissions;
(8) advertising expenses fo.' sales of goods;
(9 ) expenses incurred in the installation of goods;
(10) CIF p^ice, import duties, other duties and taxes 
and sales commissions on raw materials, parts, or 
components purchased from a licensor."

If a licensing agreement has clauses tAiich, 
according to the above l i s t ,  are deemed unfair, the 
parties w i l l  be asked to change them. If they fa i l  to 
do so, the agreement w i l l  not be accepted.

Calculation of the fees payable for the transfer 
of technology

If any expenses not related to the contract are 
included in computing the net sales proceeds, such 
expenses may be deducted upon the mutual agreement of 
the parties. Another variation winch may be allowed 
i f  Che parties agree would be fixed royalty charged on 
each unit sold without regard to the actual net sales 
price.

Fayment for a licence of technology may be in the 
form of either (a )  a lump sum payment, lb ) a running 
royalty, or ( c ) a confcination of the two. Other 
payments such as compensation for out-of-pocket 
expenses incurred by the licensor in connection with 
the licence, or remunerations for expatriate 
technicians on the basis of a certain rate Iper dims) 
for each individual involved may be considered in 
addition to the above-mentioned payments. In 
principle the per diem rates which may be charged for 
foreign technicians is le ft  to the discretion of the 
parties, but in fact the qualifications of the 
technicians and the reasonableness of the per diem 
charges are actually sciutinized by the Ministry of 
Science and Technology and/or some other relevant 
ministry.

The maximum allowable royalty rate w i l l  vary 
depending upon the structure of payment for Che 
licence. The government w i l l  not normally permit 
royalties for sale of products not u t i l iz ing  the 
licensor's technology. There have been instances, 
however, o f  approved technolo^/ inducement contracts 
requiring royalties on the trfiole output of a 
manufacturing fac i l ity  even though a particular 
product manufactured in the manufacturing fac il ity  
does not directly contain specific product technology 
of the licensor. The royalty payable on a l l  output 
irrespective of specific product technology has been 
approved on evidence that the licensor's  technology is 
incorporated into the overall design, construction, 
operation and Mintenar.ee of the manufacturing 
facility and that, therefore, even though a specific 
product does not contain product technology licensed 
by the licensor, the ab i l i ty  of the licensee to 
manufacture the non-licensed products is directly  
related to the licensor's  technology. The royalty 
rate for these non-licensed products has been 
significantly lower than that for specifically  
licensed products.

proceeds" which was 
Although as a result 
that definition is

In regard to the calculation of royalties payable 
.«ales of  the licensed product, the parties were 

previously required to base their calculations 
standard definition of "net sales 
issued by the Korean Government, 
of some liberalization in the law, 
no longer mandatory, the Ministry of Finance (*M0F") 
and ,'ther ministries s t i l l  frequently inaist upon 
including the standard definition and require use of 
such definition for calculation of royalties, Even if 
some deviation ia allowed in the details  of the 
definition, it is unlikely that approval would be 
granted i f  the overall reault were not aubatantial1y 
the same.

As mentioned above, i f  a running royalty is the 
only payment tor the license and it is determined on 
the basis ot "net sales proceeds", the royrlty rates 
will  normally te limited depending on the tecemology 
involved, to in most cases, between J and b per cent. 
It there are substantial iump sum payments or other 
tees, the maximum royalties w i l l  be correspondingly 
reduced.

Systems of taxation and cheir impact

If there are no tax exemptions, a foreign 
licensor's l ia b i l i ty  for Korean taxes imposed on 
royalties received from the licensee w il l  depend, to a 
certain extent, on wnether the licensor is deemed to 
have established a "permanent establishment ' ( "№ " )  in 
Korea. If the licensor has a PE in Korea and the 
licensed technology ia "effectively conn'Cted" to the 
PE, the royalties are included in the gross income of 
the PE as business profits and taxes accordingly. 
Although there are numerous factors to be considered, 
in order for the technology to be effectively  
connected to the PE, two of the important factors the 
tax authorities consider are tduther the technology 
constitutes an integral part ot the business conducted 
by the PE and whether the PE included the relevant 
technology among lfa assets in its accounting 
practices. In the absence ot a PE, tor corporation 
tax purposes royalties are taxed at the withholding 
races set to.th in the Korean tax laws ar modified by 
an applicable tax treaty.

Ai was mentioned above, nowever, the MIL  
provides tax exemptions to foreign licensors as a 
mean» of attracting foreign technology pursuant to its 
terms. If a technology licensing agreement has been 
accepted by the relevant authorities, the Fl IL grants 
a complete exemption from such taxes on royalties  
earned during the f irst  five years of the technology 
inducement contract, commencing with the date of 
government approval. In addition, other forma of tax 
exemptions, including exemption from Korean Personal 
Income Tax for expatriate technicians serving in the 
ROK in connection with th-* technology transfer is also 
available under the FCIL. After the exemption period, 
assuming the licenpor does not have a PE in the KOK, a 
lowering of the regular tax race under the Corporation 
Tax Law ( i . e .  25 per cent of gross receipts), or an 
applicable Treaty rate will be applicable.

Settlement of payment

Under che F d 1., the remittance ot payment unde' a 
licence of lechnok gy is guaranteed in accordance with 
the terms and conditions ot Che approval ot Che
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licence. Therefore, i f  the licence is approved by the 
HOF or competent ministry the payment received 
pursuant to the licence agreement may be converted 
into foreign exchange and m i t t e d  out of KOK. For 
remittance o f the payment, the confirmation by a 
foreign exchange authority is required but the foreign 
exchange authority merely confirms the calculation of 
the amount paid and the conformity of the payment to 
the amount due under the licence agreement, and 
approvrl is routinely granted.

The procedure normally takes only a few days and 
no substantial documentation is required. Host 
licence agreements are drafted so as to require the 
Korean party to take a l l  necessary steps for the 
remittance of the payment to the technology provider 
and such agreements have been accepted by the HOF and 
other ministries.

No guarantee o f remittance is provided for 
licences of technology approved in accordance with the 
FECL or the TSBPL, so in such cases approval of a 
particular remittance might be subject to the Korean 
Government’ s assessment o f  its foreign exchange 
situation at the time. In practice, however, no 
limitations have ever been imposed on the remittance 
of payments which have become due pursuant to a 
licence approved under the FECL or the TSBPL.

Procedures for obtaining Government approval

For a technology inducement agreement (TIA) to be 
accepted under the FCIL, the Licensee must report it 
to the relevant ministry which has jurisdiction over 
the industry or the enterprise involved. Before 
accepting the report, the ministry w i l l  forward the 
TIA to the Fair Trade Office o f  the Economic Planning 
Board for review and coaent.

The Fair Trade Office w i l l  comment on provisions 
of the TIA tAiich may be deemed unfair under 
Notification No. 50. The ministry w i l l  scrutinize the 
TIA to determine whether or not the technology is 
su f f ic ie rt ly  sophisticated to warrant introduction 
into the ROK. It w i l l  also scrutinize the business 
terms and, upon the recommendation of the Fair Trade 
Office, i t  may require changes in one or more 
provis ions.

The relevant ministry must ordinarily respond to 
the report of the TIA within 20 days after ; ts 
submission, or the report is deemed to have been 
accepted without modification. This report/acceptance 
system was aoopted by an amendment of FCIL in 1985. 
(Before that date amendment authorization for a TIA by 
the relevant ministry, and not merely acceptance o f  
the report of the TIA, was required.) If additional 
time is necessary to review the report, the ministry 
may notify the licensee to that e ffect,  but such 
additional time is rarely required. However, i f  
within the 20-day period the MTI imposes conditions 
upon its acceptance o f the report tdiich require 
ed if ica t io n s  of the TIA, then the TIA may be accepted 
by the Government only after the parties have 
submitted an appropriately modified TIA to the 
ministry within 60 days from receipt o f the letter 
requiring the ed i f i c a t io n .

Certain issues which are often the subject of 
objection by the Government u y  nevertheless be 
negotiated to some extent, in the light of the trend 
toward liberalization in the laws and practices. 
Instead o f  waiting for the formal government response, 
many parties find it advisable to make inquiries of 
the appropriate o f f ic ia ls  within the relevant ministry 
and the Fair Trade Office prior to and shortly after  
submitting the report of the TIA, both to ascertain 
their attitude toward the project and to explain 
setters which w il l  help them understand the value of

the technology involved and the reason for contractual 
provisions in the TIA with which they may not be 
familiar. In this regard it should be noted that 
though the party submitting the reports and receiving 
the Government's response is the Korean party ithe 
licensee), the foreign party also has an obvious 
interest in having the report accepted, and the 
foreign party may enter into informal contacts or 
negotiations with the relevant o f f i c ia ls .

Cone 1 us ion

Although most transters ot foreign technology 
into the KUK have been pursuant to licensing 
agreements entered into by private parties ^licensor 
and licensee^, the Government's role in influencing 
Che kind of technology oemg introduced and the terms 
and conditions ot Che transters has been very 
important. At the present Che KuK is facing 
considerable pressure from its trading partners to 
l ibera l ize  its foreign trade policies and to relax or 
abolish many of the regulations on international 
transactions. Perhaps in response to such pressure or 
perhaps pursuant to its own internal policies, changes 
are being made, but sometimes the changes involve no 
more than a transfer of the regulatory authority from 
one governawnt agency to another. It is unlikely that 
Korean and foreign parties w i l l  be le ft  to act at 
their own discretion in arranging for technology 
transfers in the near future.

(This art ic le  ia based on a paper presented by 
Dr. Sang Hyun Song, Professor of Law, Seoul National 
Univeraity, Republic of Korea, at the Workshop on 
Licensing and other Industrial Property Transfer 
Arrangements, Karachi, April 198b. First published in 
Asia-Pacific Tech Monitor, Hay/June 198 77

Technology transfer in China

Technology imports into luma

With a view to promoting cne development ot her 
economy, the People’s Republic ot Uuna has oeen 
fostering technological co-operation with more than 
30 countries spread over different parts of the globe 
during the past three decades. During the period, 
China concluded contracts ter the import of more than 
2,300 items, by way of technology and equipment worth 
about US$24 bil l ion.

Sce;.ar: o during the f irst  six Five-Year Plans

In the 1950s, a total of 156 industrial projects 
were set up in China u t i l iz ing  technologies 
transferred from the Soviet Union and Eastern Europe. 
These were in the metallurgies!, machine building, 
autosiobile, coal, petroleum, chemicals, power, 
aviation, telecommunication and other indu. tries. 
Import of technologies and their application in these 
v ita l  sectors gave China her industrial 
in i r t i t  ructure. In the 1950$ China imported 
comparetwely more sophisticated technologies and 
equipment from Japan, Federal Republic of Germany, 
United Kingdom, Italy, Fcance and others. These were 
for application in the petroleum, cheoical, 
metallurgical, mining, electronic ana precision 
machine tools industries, ihe I97us witnessed a 
further spurt in Ghma's import of know-lux-* when 
complete plants tor chemical fe r t i l ize rs  and tibres, 
steel ro l l ing , power generation ana coal mining were 
purchased from as many as 20 countries. During her 
Sixth Five-Year Plan period U981- 1985J, China's 
technology import entered s new phase. Contracts were 
signed for the import of technologies worth about 
US$5 b i l l ion  for 1,300 priority projects with 
suppliers from USA, Japan, USSR, West and East Europe, 
Canada, Auatralia and co on.
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Prospect» during the current Plan lgihn'>logy exports trum m  iiu

Chine's Seventh Five-Year Plan (1986-199U) 
envisages aiore absorption o f  foreign investment and 
import o f advanced technologies with a view to 
accelerating the country's socia list  modernization.
The imported technologies w i l l  be utilized for 
manufacturing better quality products for export, and 
increasing the country's foreign exchange earnings.
The transferred technologies v i l i  be adapted and 
innovated, as appropriate, to suit Chinese 
conditions. Fo_* creating better conditions for import 
o f  foreign technologies into the country, the Chinese 
People's Congress hss adopted a series of laws and 
regulations on patents and trade marks, foreign 
economic contracts and examination and approval of 
technology import contracts, etc.

Technology-imports control and planning

The Chinese Government exercises administrative 
control over the planning of technology import. 
Projects for technology import are included in the 
Central Plan i f  the cost involved is US$5 million or 
more and in the local plan i f  it  is less. The project 
planning process consists c i  three stages;
( i )  proposal o f the project for its identification;
( i i )  feas ib il ity  stud; for the formulation ot the 
project and ( i i i )  negotiations and conclusion of 
contract and its  approval by the Government.

Sources o f finance for technology transfer

Foreign exchange and local currency are the two 
sources of financing technology transfer in China.
The foreign exchange sources are: ( i )  central
Government; ( i i )  local governments; ( i i i )  royalty 
(certain percentage of the foreign exchange earned and 
retained by an enterprise through export); and 
( iv )  loan from Che Bank of China.

The different kinds of loans available for 
technology transfer are: ( l )  foreign exchange loans
with preferential interest rate (7.3-8.5 per cent);
(2) Buyer's credit loan (10 per cent interest);
(3 ) Special foreign exchange loan available in a 
limited way at the interest rate of 3.04-6.48 per ce.it 
for repayments in foreign exchange and
7.3-8.3 per cent for repayments in local currency; 
and (4 )  deducted interest loan mainly for 
export-oriented products at a reduced interest rate of 
4 per cent. Besides, foreign exchange it also 
available from external sources such as ( i )  toreign 
Governments; ( i i )  export loan (buyers' or s e l l e r s ' ) ;
( i i i )  international financial organizations like Che 
IMF, World Bank, etc .;  and ( iv )  direct investment ot 
foreign enterprises under exclusive or co-operative 
management, or as joint venture.

Procedure for setting up joint ventures

Foreign investors who intend to come coChina to 
set up jo int ventures may get in touch with tne local 
authorities, gove/nraent departments or enterprises 
directly. In the absence of definite Chinese 
cointerpsrts, they may submit their preliminary plans 
for the projected joint venture by mail or telex to 
Che China International Trust and Investment 
Corporation, Beijing, or to the provincial crust and 
investment agency, municipality or autonomous region, 
and ask them to identify suitable parties.

A proper approach to investment in Chins that 
might save investors' time and expense and get better 
expert services and more conveniences is as follows: 
contact by coosnun ication , face-to-fsce discussion*, 
preliminary feas ib il ity  study, subsequent discussions, 
preparation for finalizing and execution of the 
documents. All these procedures can be accomplished 
easily by asking any Chinese agency to identify a 
proper partner for mutual investment.

Following a decision ot the Central coaMittee ot 
the Chinese People's Congress in 198), China's science 
and technology management system is being reformed. 
China has started commercializing her technological 
achievements and rapidly exploiting the international 
technology market. For example, in 1983 china signed 
technology export contracts with UK, USA, Japan, 
Luxeofcourg, Sweden, Brazil and many others. During 
the period 1980-83, technologies for a total of 
98,243 items were developed in China. Oat o f  these, 
the technologies for a total of 3,247 items have 
reached world standards ar.d those fo 34,821 items have 
come up to advanced world standards. Chine has a 
total o f  4,690 RSD institutions, employing 77Q,UOO 
people. Out of these, 231,000 are scientists and 
engineers. This relatively large trained 
technological manpower has given China the potential 
for indigerously generating many new technologies and 
exporting them.

The Department of science and technology 
Achievements ot the State science ana technology 
Commission and che Department ot technology import and 
txport ot China are the two agencies responsible tor 
the routine administration ot technology transter in 
China, the Chinese policy ot technology transter is 
built  on the principle ot equality anu aims at 
bringing dividends to both the exporter ana tne 
importer.

with the comaencement of the seventh Five-Year 
National Economic Development Plan m 1986, there 
exist bright prospects for future technology transfer 
and development in China.

(Following the reprinting of the Chinese 
legislation for technology acquisition, foreign 
investment, etc. in earlier issues of the TIES 
Newsletter, we reprinted here an appropriate article  
based on a contribution from Mr. Pan Feng, Chief 
Engineer, Department of Science and Technology 
Achievements, State Science and Technology Coooission 
of Lhe People's Republic of China, Beijing, which 
f i rst  appeared in Asia-Pacific Tech Monitor,
May/June 1987;

LEGISLATION

The Proposed Investment code ot 196? of the
Philippines u>y uilia Bautista, Unuer-Secretary tor
Trade and Industry;

Today competition tor foreign investments is at 
ita peak, each developing country, particularly in 
the Far bast, has an incentive scheme to attract the 
flow of foreign investments in their respective 
countries to supplement scarce capital resources for 
their development plans. The Philippines is no 
exception. While the investment incentive scheme of 
the Philippines has been in place for a long time, 
refinement of its existing scheme appears Co be in 
order in the light of che nation's intensified quest 
for increased foreign investments as well as 
redirecting domestic investments in preferred areas 
which will contribute to an accelerated development of  
its economy.

Immediately after the Philippines regained its 
independence from the United States in 1946, the 
Philippine Congress enacted what was then called the 
New and Necessary Industries Act which gave tax 
incentives in the form of tax- and duty~tree 
importation c i  capital equipment and to a certain 
extent, income tAx holidays, to new and necessary 
industries. this law did not define lhe guidelines ot 
new and necessary industries; ii"ncc, assembiy 
industries which could e i lU y  he ks tab i ished resulted 
from the said scheme. As a reaction to Ute New and
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Necessary Industries Act, an incentive scheme to basic 
industries was adopted which created what was then 
called the Board of Industries.

The law listed the basic industries for which 
tax- and duty-free importation of capital equipment 
w i l l  be given. But the interpretation of this law waa 
such chat almost a l l  industries linked with the l i s t  
were defined as basic in order to accomodate new 
industries which were set up during the period. One 
may recall the birth of industries concentrated in 
certain sectors resulting in overcrowding and 
performance at less than normal capacity.
Subsequently, through the initiative o f the Council 
for Economic Development and the late 
Sen. Jose W. Diokno, a new incentive schmne which is 
one of the most sophisticated in the region was 
adopted. This was R.A. 5186 which created the Board 
of Investments. This incentive scheme is premised on 
a yearly Investment Priorities Plan (IPP) which will  
identify the industries which need to be promoted.
The preparation o f the IPP takes into account various 
economic cr iter ia . In addition, it considers what is 
now called the "measured capacity" Uiich shall mean 
"the estimate additional volume of production or 
service which the BoaTd determines to be desirable in 
each preferred area o f investment in order to supply 
the needs o f the economy at reasonable prices, taking 
into account the export potential of the product, 
including economies o f  scale which would render such 
product competitive in the world market".

Today, the Government, through the Department of 
Trade and Industry, in its desire to encourage private 
domestic and foreign investments in projects that 
develop agricultural mining and manufacturing 
industries, in projects that promote diversification  
of Philippine exports in Labour-intensive projects, in 
pioneer enterprises which util ize domestic raw 
materials, and in projects which promote the dispersal 
of indrstries in less developed areas, has fornulated 
a draft Omnibus Investment Code o f 19D7 for public 
discussion. The proposed Code is a compilation of the 
foreign investment laws and various incentive schemes 
administered by the Department of Trade and Industry 
through either the Board of Investments or the Export 
Processing Zone Authority. It provides a new package 
of incentives ’<Aiich w i l l  be simplet to implement. It 
gives foreign and local investors complete information 
on all the incentives of Uiich they may avail 
themselves, the alternative incentives schemes 
available to them and the requirements for 
registration of foreign investments without 
incentives. Implicit in this alignment is the need to 
avoid any form of export subsidy which would make the 
Philippines vulnerable to countervailing measures 
imposed by developing countries to Philippine exports, 
as well as to honour national commitments to CATT 
(General Agreement on Tariffs and Trade) when the 
country acceded to the GATT Code on Subsidies.

The Code is an improvement of the provisi 
P.D. No. 1789, as amended by B.P. 391, otherwi 
as the Ormibus Investment Code of 1961 because 
simpler to administer and consolidates the fol 
incentives and privileges which were found in 
legislations*.

ons o t 
ae known 

it is 
lowing 
separa te

1. The additional incentives to enterpr
located in less developed areas;

2. The privileges granted to regional
hea dr|uarters and regional warehouses
in the Philippines; and

Under the Code, the following fiscal incentives 
shall be granted:

1. Income tax holiday to new registered firms 
for a period o f eight years tor pioneer 
enterprises and fi'*e years tor non-pioneer 
enterprises, counted trom the dace ot 
compeluia1 operation. it seems that this is 
the most attractive incentive under the 
Utanibus investment Code ot 1987.

2. investment tax allowance to an investor to 
the extent ot his actual investment paid in 
cash or property not exceeding JU per cent 
tor investments made trom 1 December i960 to 
31 December 198b and per cenc for less 
developed area enterprises or 10 per cenc 
for ether registered pioneer enterprises tor 
investments made chereatter.

3. An additional deduction from the taxable 
income of 50 per cent o f the incremental 
direct labour wage for skilled and unskilled 
workers for a period of five years from the 
date of registration for expansion projects.

4. Tax- and duty-free importation of machinery, 
equipment and accompanying spare parts for a 
period of five years without repayment from 
the date o f e f fect lv ity  ot the Code.

5. Tax credit on domestic capital equipment 
equivalent to LOU per cent of the value of 
the compensating taxes and customs duties 
that would have been waived on the 
machinery, equipment and spa.e parts had 
these items been imported.

b. Exemption trom contractor's rax whctnei 
locaL or national.

7. Exemption trom a l l  taxes and aucies on 
imported breeding stocks and genetic 
materials within IU years trom the date ot 
registration or commercial operation.

8. Tax credit tor taxes and duties on raw 
materials of export products.

9. Exemption from export tax, ducy, import and 
fee on exports by a registered enterprise of 
its non-traditional export products.

10. Accelerated depreciation at twice the normal 
rate of the equipment and machinery for an 
expansion project.

11. Tax c r e d i t  e q u i va l en t  to 100 per cent o f  the 
v a l i e  o f  taxes and dut i es  that  would have 
been waived on the breeding  s tocks and 
g e n e t i c  mat e r i a l s  had these been imported 
tor  r e g i s t e r e d  e n t e r p r i s e s  winch purchase 
breeding stocks and g e n e t i c  mat er ia l  trom a 
domestic producer.

12. Exemption trom taxes and dut i es  on imported 
spare par ts  tor  export  pioducers expor t ing  
LOO per cent o f  product ion and having 
customs bonded manutactm tug warehouses.

13. Tax c r e d i t  on power cost  d i t l e r e n t i a l  
equ i va l ent  to the d i t t e r r n c e  between the 
pr-wer cost  in the P h i l i p p i n e s  and those ot 
o ther  count r i es  in tne r eg ion .

Incentives to firms located in the export 
processing zones.

Likewise,  the f o l l o w i n g  
sha l l  be g ranted !

3. non- f i sc ,  i l  i ncent iv es
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1. Guaranteed repatriation of any cash 
investments within two years from the date 
o f  e ffectiv ity  of the Code shall be 
in ed ia te ly  repatriable at any time.

2. Deemed compliance with General Order No. 47 
requiring large companies to produce rice 
and corn for their employees.

3. Clearance for the importation o f  equipment, 
spare parts, raw materisis, etc. of  
registered enterprises shall be simplified 
by the Bureau of Customs.

4. Unrestricted use of consigned equipment.

5. Employment of foreign nationals for a period 
of five years from date of registration  
extendable for limited periods.

b. Registered export enterprises shall have 
access to the util ization of the bonded 
warehousing system m a l l  areas required by 
the project subject to such guidelines as 
may be issued by the BUI upon prior 
consultation with the Bureau of Customs.

7. Upon r ecossnendation of the BOI, i f  ter
consultation with the Tari f f  Coouission or 
NEDA, the President may issue a 
certif ication  that a pioneer industry shall 
be entitled to pewt-operative t a r i f f  
protection for a specified time and to auch 
an extent that the total duty does not 
exceed 50 per cent o f the dutiable value of 
ieported items similar o those manufactured 
or produced by such an enterprise.

Enterprises locating their plant in less 
developed areas shall be entitled to pioneer 
incentives and the additional incentive o f  deduction 
from taxable income, 100 per cent of the expenses 
incurred in the necessary and major infrastructure and 
public fa c i l i t ie s  undertaken.

Anrther equally important provision of the 
Omnibus Investment Code of 1987 is the creation of the 
Council for Investment in Trade, Tourism, Agriculture, 
Natural Resources, Transportation, Coasaunication and 
Services which shall Li) cc-ordinate the investment 
development efforts  of the Government;
( i i )  fac i l itate  the marketing of Che country as an 
attractive investment area in identified sectors;
( i i i )  maintain close contact and liaison with 
government officer or agencies concerned with 
investments; ( i v )  set as a "one-stop action centre" 
for foreign and local investors; (v )  establish an 
effective system of disseminating information on 
Philippine investment prospects and opportunitiea;
( v i )  subm.'t annual report# to the President regarding 
the activ it ies  of the Council; snd ( v i i )  recommend 
the modification/amendments of existing legislation  
and procedures to remove disincentives for 
investments, both local snd foreign. It is not s 
superbody but w i l l  merely fac i l itate  the flow of 
papers of investors in securing government permics and 
the like. It is now embodied in Executive Order
No. 36, dated 26 Febru- ' 1987.

The Omnibus Investment Code was presented for 
public hearing on 27 February 1987. Comments have 
been received from various sectors, some of idiich are 
tinder consideration by the BOI. A number of consents , 
however, would seem to indicate a need to give some 
background about tne Code.

One of the consents brought forward was the use 
of the concept of measured capacity. It was pointed 
out that this w i l l  bring about a new sec of cronies 
and monopolies. . . .

in this regard, it must be pointed out that 
meaaured capacity is never used whenever there is no 
"incentive" or foreign inveatment involved. Moreover, 
there is do measured capacity for export, hence it 
accepts f l ex ib i l i ty  where a product has export 
potential. It must also be stressed that 'He" is only 
one among the man) cr iter ia  for listing in the IPP.

There are also other powers of the BUI, such as 
the power to rationalize industries and extend the 
enjoyment of incentives for a Limited period currently 
uider attack, which have been m the BOI law for the 
last 10 yeara and are now perceived to be new powers 
which can be abused. Ue would Itke to think that i f  
the past BOI management has not abused such powers, 
present conditions would make such abuse improbable.
A comparison of the proposed Code and the existing 
r ode would show in the fact that the power to extend 
availme.it of incentives cannot go beyond IU years, 
unlike at present where there is no such limitation. 
Similarly, under the present coue, the power or che 
President to rationalize incentive schoaes is very 
broad compared to the provision in che proposed code.

with respect to the proposed income tax holiday 
in lieu of the tax credit on net Local content and net 
value earned, these are in tact more cost-etticient  
and aimpUr to administer and are in Line with what 
neighbouring countries give to investors. Tne 
criticism that ch*s new incentive scheme is biased in 
favour of big business does not seem to be borne out 
by facts. On the contrary, the big firms are very 
smeh against the loss of tsx credits since they 
effectively give them a tax holiday of 10 years on top 
of having tax credits negotiable with their raw 
material supplier. These big firms have the ab ility  
to set up a whole department to prepare the necessary 
documentation for incentive applications, particularly  
net local content and net value earned, which they 
would like to get every quarter so they need not pay 
their quarterly income tax. Smaller firms have no 
such resources.

With respect to the alleged loss of performance 
orientation it it  were decided to shitt to income tax 
holiday, what better gauge of pertormance is there 
than staking p ro fits .  lhe alleged Loss ot local 
content/value added is illusory since these are 
preconditions tor continued enjoyment ot incentive» as 
borne out by conditions ot registration.

Un the tax- and duty-tree importation ot capital 
equipment, it should be notea tuat this is valid only 
for five years from the enactment ot the coue. While 
Che economist theory chat incentives should be neutral 
in teram of factor choices of production has its 
merits, a valid exemption can be made in this crit ical  
period where it would be preferable to encourage the 
setting up of new plants and rehabilitate old ones. 
Hopefully, after five years, such an incentive will no 
longer be necessary. It should also be pointed out 
that under the incentive scheme, export producers can 
bring in equipuent tsx- snd duty-free under the theory 
that they are required to operate without any tax 
burden on their inputs or machineries needed to 
produce export products. To be non-countervailable, 
it should be generally applicable to other producers. 
Hence che proposed provision which makes no 
distinction between export and domestic producers.

Starting from 1987, the Philippines expects no 
less chan a 1? per cent increase of investment from 
both Local and foreign investors and has projected 
greater investments tor the succeeding years, but the 
increase of foreign investments should not caus» alarm 
to Philippine nationals, while it is agreeo tnai the 
wealth of the nation should be in the hands ot tne 
Filipino people, it is necessary that domestic capital 
be supplemented by foreign investments, negulations 
have limited Lhe extent of toreign investments that
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may be allowed in certain types o f business 
activ it ies . Thus, foreign investments are limited to 
40 per cent of nationalised areas o f investments as 
ptovided for in the Constitution and other existing 
laws, as veil as in preferred areas o f  investments. 
Preferred areas of investments are l isted in the 
Investment Priorities Plan (IPP). Those areas have 
been determined to provide significant employment 
opportunities, increase productivity o f land, mineral, 
forestry, agricultural and other resources of the 
country: improve the technical sk i l l s  of the
workers; provide the foundation for the future 
development of the economy; meet the tests of 
international competitiveness; accelerate development 
of less developed areas and result in the increased 
volise and value of exports.

Foreign investments in preferred or promoted 
areas o f  investments, however, are allowed to the 
extent of 100 per cent ( i )  «here at least 70 per cent 
of the total production is geared for export;
( i i )  where the area o f activity is not adequately 
exploited by Philippine nationals and does uot 
conflict with the Constitution and laws regulating the 
degree o f  ownership by Philippine nationals in an 
enterprise; ( i i i )  in pioneer preferred areas of 
investments declared by the Board of Investments and
( iv )  in areas being promoted in the Export Processing 
Zone.

In summary, while it  is recognised that there are 
various factors that would encourage investment, it  
should be mentioned that fisca l incentives is one of  
these factors. This has been borne out by the studies 
of the Task Force on Foreign Investments by the World 
Bank. Also, BOI experience in discussing with 
investors indicates that i t  is competitive enough to 
attract investments.

Manual on the Jurisprudence for the Transfer of 
Technology

In accordance with one of the recommendations of 
the 11th Meeting of Heads of Transfer of Technology 
Registries held in November 1986 in Warsaw, Poland, 
whereby UNIDO was requested to compile a manual on the 
jurisprudence for the trsnsfer of technology, i t  was 
fe lt  appropriate to reproduce a couple o f the texts we 
have received for the benefit o f  our readers until 
such time as the appropriate texts from our other TIES 
members and/or associates have been subsutted.
Perhaps these two texts w i l l  serve as a gentle 
reminder that we are s t i l l  waiting for replies.

Brasil

1. Levels of paynrnit

Levels of payment considered scceptsble by the 
National Institute of Industrial Property (INPI) for 
Technology Trsnsfer Contracts vary in pursuance with 
the technology up to a maximum limit of 3 per cent 
of the selling price of the products to be 
manufactured with the negotiated technology. In the 
case of s contractual fixed price for the said 
technology, the calculation is made based on sales 
projection.

To calculate the maximum level of payment, in 
addition to the internal norms of DiPI, other 
contracts signed by similar companies engaged in the 
same market segmentation are used. (Art. 12 of Law 
No. 4,131 dated 1960)

2. Duration of agreemrnts

The National Institute of Industrial Property 
agrees that contracts considering remuneration shall

be valid for periods o f up to five (.3) years. In 
special cases, INPI permits the extension of contracts 
for another period of five (5 ) more years.

in the esse of unremunerated contracts involving 
industrial property rights the duration ot contracts 
equivalent to that atforded the said rights are 
permitted (Brazilian lav stipulates a lo-year auration 
for patenta of invention and a 10-year duration lor 
industrial designs, pursuant to Law No. >,772 dated 
1971 which created the code ot Inuustrial Property;. 
(A rt .  12 ot Law No. 4 , I j1 dated 19oz)

3. Minimum royalty clauses

Clauses which anticipate minimum royalties 
payment are not accepted. (Arc. 2 . l . ( g ) ,  Law.
No. 4,136 dated 1962)

4. Use of know-how af^er termination

Restriction to free use of know-how trsnsfered 
after termination of contract is not accepted. 
(Normative Act No. 15, items 4.5.2 (d ), dated 
l l  S*pte^>er 197 5)

5. Export restrictions

Export restrictions sre not permitted. (Law 
No. 5,772, Art. 29) (Normative Act No. 1), 
item 4.5.21 d ) ,  dated 11 September 19757

b. Quality standards

Technology is demanded to nave quality scanoaros, 
but there is no penalty to the technology importing 
company i f  i t  does not succeed in obtaining the 
desirable quality standard.

7. Access to improvaients

Improvements to the technology during the 
duration of the contract should be supplied to natural 
or legal persons acquiring such technology.
(Normative Act No. 15, item 4 .5 .1 (c ), dated 
11 September 1975)

8. Obligation to use of trademark

The purchaser of the technology is not obliged to 
use the s e l le r 's  trademark. (Normative Act No. 15,
item 4 .5 .2 (d ) ( i  i i ), dated 11 September 1975)

9. Grant-back

Grant-back clause is not accepted. (Law 
No. 4,137, Art. l . I . ( g ) ,  dated 19o2)

ID. Unpacking and local contributions

1NP1 Jemands that the contract object is to be 
clearly defined and every specific object ot the 
negotiation imark, patent or technical services; snail 
be negotiated under a specific contract, it being 
necessary to enter into as many contracts as the 
nuaber of objects to be negotiated. importation of 
technology or technical services available in brazil 
is not permitted. (Norsmtive Act No. 13, item 1.1.1, 
dated 11 September 1975)

11. Sub-1icensing and sub-contracting

Sut -  1icensing contracts sre permitted only when 
they follow the norme used for their elaboration.

12, Tie-in clause

Clauses binding the technology purchaser to 
acquire technology supplier's goods sre not
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p«rmi tted. (Normative Act No. 15, item 4.5.2(d), 
dated 11 September 1975)

13. Field o f  use

Restrictions to the use o f transferred technology 
are not permitted. (Lav No. 4,137, Art. 2 .1 .(g ) ,  
dated 1962)

14. Taxation

When contracts are recorded by 1NPI at their 
maximum values, the incoae tax is not allowed to be 
paid by the purenaser. I f  the purchaser is 
responsible for payment, i t  w i l l  be deducted from the 
technology's sua to be paid.

Tax payable is 25 per cent (twenty-five per cent) 
on the technology transfer fee.

15. Law o f  contract

Contracting o f  technology is governed by 
Brasilian lav.

16. Settleaent o f diaputes

Disputes aay be settled in any country, but with 
observance of Brazilian law.

Greece

1. Greece does not have specific legislation  
governing transfer of technology transactions.
However, the law applicable to transfer o f technology 
contracts is that which the contracting parties have 
chosen. This is in accordance with Art ic le  25 of the 
Greek Civil Code which states that l i a b i l i t y  arising 
from contracts is settled according to the law to 
which the contracting parties have been subjected. If  
no such lav exists ,  the applicable law is that which, 
in accordant* with a l l  special conditions, is suitable 
to the contract. To this effect the provisions of 
private international lav are applicable for contract
1iab i l i t y .

2. Special legislation has been enacted within the 
frame of government control of exportation of foreign 
exchange, and more specif ical ly , in regard to the 
payment o f royalties froa the recipient to the 
supplier of the transferred technology. Greek Law 
No. 1360 dated 1983 regarding the promotion of 
investments, provides in Artic le  22, the approval of 
Che Minister of National Economy concerning any sua of 
money as payment abroad for rights, on the use in 
Greece, o f  inventions, secret industrial method*, 
etc. The Minister's approval is given on s yearly 
basis for s specified saoiait and is forwarded to ¿he 
Bank of Greece for payment. The Minister of National 
Econoay reserves the right to reduce the amount of 
royalty fees for which the exportation o f foreign 
exchange is requested.

In addition to the above Law, Presidential Decree 
No. 170 dated 1986 regarding the flow of capital 
between Greece and the European Economic Community is 
also valid. According Co this regulation, in the esse 
where member countries of the EEC are involved, the 
approval of the Minister of National Economy is given 
without right of restricting the requested sua.

The archives of the transfer of technology 
contracts in Greece and the corresponding approvals 
for exportation of foreign exchange are kept in the 
Ministry of National Economy. Statist ica l data for

the amounts of foreign exchange which are spent for  
purchase of foreign technology are presented every 
year in Che Annual Report of the dank of Greece.

3. It is generally accepted chat monitoring of 
transfer of technology contracts, on a national level,  
from a legal as well as economic aspect is realized  
through the following:

Provisions for patent licensing based on 
national legislations regarding inventions;

Provisions for the protection of free 
competition based on national
anti-monopolistic and anti-trust legislations;

Provisions tor transfer ot technology 
contracts based on specific national 
legislations regarding the essential content 
ot the contracts ana/or the payment ot 
royal t ie s .

<♦. In Greece the ju r . prudence of transfer ot 
technology transactions can be summarized as follows:

A. Contracts of transier ot technology which 
involve patent licensing

This is the most common form of transfer of 
technology in Greece which is based on Law No. 2527 
dated 1920 regarding patents and amended by Law 
No. 1023 dated 19^0 regarding inventions.
Jurisprudence has accepted the clause of complete 
rights in favour o f  the licensee excluding even those 
of the licensor. The possessor of complete licence 
rights may take legal action on behalf of the licensor 
in cases o. infringement o f patent rights by third 
parties. Few cases have been tried on these grounds 
(Law No. 2527 dated 1920). More detailed and specific  
jurisprudence is not found.

B. Application of provisions regarding i l l i c i t  
competition practice m transfer of 
technology contracts

It is generally accepted that Law No. 7UJ da tea 
1977 regarding control ot monopolies, oligopolies an a 
protection oi tree competition is spplieo in patent 
licenses as well as in transfer ot technology 
contracts, provided that free competition rules are 
affected by these contracts. However, regarding the 
jurisprudence ot this opinion ic has not yet Deen 
directly applied due to Lack of tried cases.

C. Specific legislation regarding transfer ot 
technology

This hss been dealt with in paragraphs 1 and 2 
above.

Portugal

We have recently received a l ist  of the 
legislation governing foreign investment in Portugal, 

condensed version of which is listed hereunder. 
Should any o f our readers wish to have copies of the 
fu ll  text we shall be happy to send a photocopy upon 
request.

Decree-Law No. J97-D/8& ot 18 July i960 -  Adapts 
Portuguese legislation relating to me Foreign 
Investment Lode to the requi remenc* of the Lurop^an 
Community. Revokes Decree-Laws Not. >*»8/77 ot 
24 August 1977 and 17w/82 ot 12 May 1982, and slao  
Regulatory Decrees i»oa. >1/77 *nd >>/77 ot 
24 August 1977.
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Regulatory Deere» Ho. 24/86 o f 18 July 198b -  
Regulates the contractual system for foreign 
investment. Revokes Regulatory Decree No. 54/7/ of 
24 August 1977.

Decree-Law No. 214/86 of 2 August 1986 -  Permits 
the establishment of nationals and foreigners in al? 
economic sectors epen to orivate enterprise, with the 
exception of such ¿imitations and stipulations as are 
established or foreseen in international agreements or 
treaties to which Portugal is a party.

Decree-Law No. 33/86 of 4 March 1986 -  Permits 
the acquisitior of portions of rural property by 
individuals who are not resident in Portugal.

Decree-Law No. 326/85 of 7 August 1985 -  
Regulates the systems to which transactions and 
transfers relating to the import and export of capital 
by persons resident on national territory and in other 
sttaber states of the EEC will be subject.

Decree-Law No. 351-C/85 of 26 August 1985 -  
Regulates the carrying out of operations relating to 
current invisibles between residents and non-residents 
on national territory. Revoxes legislation contrary 
to ie provisions of this law.

Noraiative Order No. 93/85 o f 2 7 September 1965 -  
Establishes tha** the drawing up, alteration or renewal 
of contracts or agreements which involve or may 
involve payments abroad by aeans of current invisible  
operations w i l l  be subject to prior registration with 
the Central Sank ("Banco de Portugal"/•

Normative Order No. 98/85 of 17 October 1985 -  
Establishes that the drawing up of contracts tor the 
export of technology between residents and 
non-residents on national territory, as well as their 
alteration or renewal, w i l l  in every case by subject 
to p.ior registration with the Central Bank ("Banco de 
Portugal"). Revokes Normative OrJer No. 151/7B of 
20 June 1978.

Noraiative Order No. 95/86 of 20 October 1986 -  
Establishes that the provisions of the Noraiative Order 
No. 98/85 of 3 October shall be applied, with the 
required adaptations, to the signing of, alterations  
to and renewal of contracts made between residents and 
non-residents on national territory for the 
importation of technology.

PUBLICATIONS

Thesaurus of licensing words and phrases given by 
International Patent and Technology Licensing 
Committee^by Cruzan Alexander, Chairman)

The LES International Patent and Technology 
Licensing Committee has developed a thesaurus of 
licensing words and phrases. The following is the 
publication of this thesaurus for the purpose of 
solic it ing coomients and suggestions of additional 
words and phrases. It would be helpful if a l l  
suggestions of additional words and phrases would also 
include a general definition, the perceived problem, 
and a possible solution.

International licence negotiation thesaurus

The following list of words and phrases is 
intended to help negotiators in international 
licensing to more clearly understand each other and to 
generally improve communications. This is a special 
l i s t  of words and phrases that ma y have plural or 
different meanings and includes suggestions on the 
most appropriate word or phrase or a possible 
resolution of misunderstandings. This l ist is not 
intended to be a dictionary. The l is t  will alert the 
internationaI negotiator of potential 
misunderstandings.

Act of Cod
An event beyond the reasonable control of the 
parties preventing the carrying out or delaying 
of an cbLigsti^n. Words or phrases sometimes 
u$ed for the same .leaning: iorce majeure,
catastrophic event or happening, Preferred 
phrase: torce majeure.

Agreement
A bmuing contract between parties such as a 
1iceuce, however some countries such as utuna 
interpret an Agreement as nou-binuiug but a 
coutract is considered binding. Preferred term: 
contract or licence contract.

Agreement date
See Execution date and Effective date.

* » « « « »  t not to license others 
See Sole licence.

Arms-length transaction
Idiomatic English, means a transaction between 
strangers who have no financial interest in each 
other or no t ie s .

Assign
Used primarily in connection with the transfer of 
the tangible evidence o f a right such as a patent 
or tradesurk or copyright. Words sosetimes used 
for the same meaning: grant, transfer, convey.
Preferred word: assign.

Authorize
See Licence.

Best effort
Means the degree of cosmutment to an obligation, 
has been interpreted by court decisions to man 
the highest degree of e .tort  ever used.
Preferred ph.ases: bonatide e f fo rt ,  seasonable
e f fort  or diligent effort as appropriate or set 
minimum standards.

Cancel or cancellation 
See Terminate.

Certified or registered mail
Terms primarily used only in USA. Do not use in 
international licences unless each country has 
this kind of sw i l .

Composed of
See Consisting of.

Comprising
Means 2 group of items which includes those named 
and others not named - open-ended, other words 
and phrases sometiste* used for the sane M i n i n g :  
including, such as. Preferred phrase: including
but not limi.ed to. bee consisting of and 
Composed of which are somecimes erroneously used 
to mean comprising.

Confidential agreement
See Secrecy agreement.

Confidential information
Means information not generally known to the 
public. Supplier may not necessarily own 
information. Other woros and phrases sometimes 
used (or same meaning: proprietary information,
secret information, trade secret, know-how. 
Preferred phrase: confidentisl information.

Consisting of
Means only those items mentioned ~ c 1osed-ended. 
Ocher phrase sometimes used for the su m  
meaning: composed of. Preferred Dhrase: use
the word "only" in conjunction w*th any of the 
above. See Comprising which is .ometimes 
erroneously used to mean Consisting of.
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Contract
Sec /^recMRt.

Convey
Used in connection with reel property and 
assignments, cot often oaed in licensing. See 
Grant and Assign.

Covenant not to sue
See Nonerclusive licence.

Cuscomer
Usually a purchaser of goods cr services, term is 
generi in time -  f irst purchaser such as 
distributor or last purchaser such as reteil  
purchaser. Term sometimes used for same 
meaning: end user, purchaser. Preferred
phrase: final customer i f  end user is intended,
or intermediate customer or customer at 
appropriate.

Domicile
Means place of residence, used in connection with 
tax lav, should not be used in licences.
Sometimes used to indicate place of 
incorporation. See Place of business.

Down payment
See Lump sum.

Effective date
Means the date agreement comes into fu ll  force 
and effect. Date may be before or a fter  date of 
signing or agremeent by a l l  parties. Words and 
phrases sometimes used for same meaning: 
execution date, agreement date, signing date. 
Preferred phrase: effective date. See Execution
date.

Election
A requirement to make a choice. Word sometimes 
used for same meaning: option, (referred word:
election when appropriate. See Option.

Employment agreement
An agreement between emp’ .'yer and employee 
setting forth obligations of employee regarding 
confidential information, assignment of 
inventions, and obligations after termination of 
employment. Normally does not deal with monetary 
siatters. Words and phrases sometimes used tor 
same meaning: technical agreement, secrecy
agreement, confidentiality agreement, assignment 
agreement. Preferred phrase: employment
agreement.

End user
Keans final customer or purchaser. Is an 
Heomstie English term and may be d i f f icu lt  Co 
translate. Preferred phrase: final customer.
See Customer.

Exclusive licence
Means licensor grants the licensee the sole right 
to practise the invention or use trademark to che 
exclusion of licensor and others, stay be limited 
to t e r r i t o r y ,  f ie ld , product or time; normally 
exclusive licensee has right to license others. 
Phrases sometimes used for same meaning: sole
licence, single licence, assignment, limited 
license. Preferred phrase: exclusive licence.
See Sole licence.

Execution dace
Means the date a l l  parties have signed the 
agreement. Sometimes means the date an executory 
obligation has been fu l f i l led .  Words and phrases 
sometimes used for same meaning*, agreement *\*ite, 
signing date, effective date of agreement. 
Preferred phrase: agreement execution date, bee
F f fee t ive da te .

First-c lass mail
Does not hove meaning in most countries outside 
Che USA. In internetioaal licensing use term 
regular mail or aiimail as appropriate.

Force majeure
An event beyond the reasonable control of the 
parties preventing the carrying out or delaying 
of an obligation. Words and phrases sometimes 
used for the same meaning: act of God,
catastrophic event or happening. Preferred 
phrase: force majeure.

Generally known to the public
Means information not confidential or secret.  
Information may, however, be subject to 
proprietary rights, such as information described 
in a valid unexpired patent. Words and porases 
sometimes used for same meaning: m the public
domain, tion-coniinentla 1, not seciet, available  
to puoLic, publ.cly known. Preferred phrase: 
generally known to the public. >ee Public uomam

Grant
Used primarily in connection witn a licence, such 
as "grant a licence". Words anu phrases 
sometimes used tor same meaning; convey, 
transfer, assign. Preferred word: grant.

Hold harmless
See Indemnification and Nonexclusive licence.

Immunity from suit
See Nonexclusive licence.

Including
See Comprising.

Indemnification
Usually the licensor agress to repay any monetary 
damages to licensee i f  he infringes another's 
patent or trademark in pract'smg 1 incensor’ s 
invention or using licensor’s trademark. Words 
and phrases sometimes used for same meaning; 
hold harmless, guarantee, warranty. Preferred 
phrase: inuemni1ication.

Industria, property
bee Intellectual property.

Intellectual property
ownership rights given by law in intellectual 
information such as inventions, patent*, 
trademarks, trade names, logos, copyrights, 
know-how, trade secrets. Words anu phrases 
sometimes used for same meaning*, industrial 
property, proprietary information. Preferred 
phrase: intellectual property.

Know-how
See Confidential information and Trade secret. 

Letter of intent
Has different meanings in different countries.
In USA merely an outline of objectives tor 
negotiations, not binding. In Japan, usually a 
binding agreement with terms in letter of intent 
having been agreed upon -  further negotiations 
only on other terms not set out in letter.
Unless intended to be s binding agreement, use 
another term such as "nonbinding proposal".

Licence
Means pe r mi s s i on  to p r a c t i s e  a l l  o r  a par t  o l  a 
p r o p r i e t a r y  r i g h t .  words anu phrases  somet ime »  
used t o r  same m ean in g ’. r i g h t ,  r i g h t  and l i c e n c e ,  
p e r m i s s i on ,  a u t h o r i s e ,  f r eedom.  P r e l e r r e o  woru*. 
l i c e n c e .  b?e N o n e x c l u s i v e  l i c e n c e .

Licence r ighta
See P r o p r i e t a r y  r i g h t s .
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U ap  atm
Idiomatic English» means » s ingle monetary 
payment. Words and phrases sometimes used tor 
same meaning: down payment» in it ia l  pyament or
fee. fixed fee. Preferred phrase: lump sum.

Minimtm royalty
Obligation to pay certain amount periodically  
otherwise the licence may be changed or 
terminated automatically or at option of 
licensor. Words and phrases sometimes used for 
same meaning: promise to pay, promissory notes»
fixed royalty. Preferred phrase: minimum
royalty.

Nooconfidential
See Generally known to the public.

Nonexclusive licence
A licence that does not prohibit the licenser 
from licensing others in the s:ee field» or on 
the same product, or same teritory, etc. Words 
and phrases sometimes used for same meaning: 
licence» sublicence, iaammity from suit, hold 
harmless, covenant not to sue. Preferred 
phrase: nonexclusive licence.

Option
Right to make a choice, not a requirement. Word 
sometimes used for same meaning: election.
Preferred word: option. See Election.

Owned
See Proprietary rights.

Paid-up licence
A licence that does not require further royalties 
because some consideration has been given in 
advance including cash hut net necessarily cash. 
Phrase sometimes used for a/me meaning: 
royalty-free licence. Preferred phrase: paid-up
license with no future r o a l t y  payments.

Permission
See Licence.

Personal licence
Ideosutic English, means s nonass ignab le , 
nontransferrable licence, usually terminates on 
death or dissolution of corporation or firm.

Place of business
Means principal place of business or corporate 
offices . Words mid phrases sometimes used tor 
same meaning; domicile, corporate address, place 
of incorporation. Location o f corporate o ff ices ,  
principal place of business. Preferred phrase*, 
a place o f  business. See Domicile.

Proprietary information
Meant inforxarion owned by supplier but not 
necessarily confidential. Misused to mean 
confidential information. Words ano phrase* 
sometimes used for same meaning; confidential 
information, a l l  right and t it le  in, owed, 
controlled. Preferred phrase: proprietary
information. See Confidential information and 
Intellectual property.

Proprietary rights
Rights conferred by law for ownership or control 
of intellectual property. Words and phrases 
sometimes used for the asme meaning: patent,
trademark and copyright rights, licence rights, 
right, proprietary information, confidential 
information. Preferred phrase; proprietary 
rights.

Publ ic domain
Means tree to use; tree to patent, trademark «nu 
copyright rights. Misnomer tor geueraliy knowti 
to the public, woras and phrases sometimes usea 
tor same meaning: nocicontident r a l , net secret,
publicly known, available to the public. In Che 
context ot noncontidentiaiity, preferred phrase: 
generally known to the public.

Publicly known
See Generally known to the public.

Right
Means permission to practise a l l  or part of a 
proprietary right. Has different meanings in 
different countries. Sometimes broader than a 
licence but vicn restrictions on grantor. Words 
and phrases somet’mes used for s u m  meaning: 
licence, right and License, permission, 
authorize, freedom. Preferred word: licence.

Royalty-free liceree
Sec Paid-up licence.

Secrecy agreement
An agreement between two or sore parties on 
conditions ot accepting confidential 
information. words and ph-ases sometimes used 
for sum  meaning: confidential agreement,
noncontidential agreement, employment agreement, 
technical agreement. Preferred phrase: secrecy
agreement.

Secret information
See Confidential information and Proprietary 
information.

Signing date
See Execution date and Effective date.

Single licence
See Exclusive licence and Sole licence.

Sole licence
Means licensor grants licensee exclusive licence 
except for retained nonexclusive licence of 
Licensor. Has different meanings in different 
countries and regions. Phrases sometimes used 
for same meaning: single licence, exclusive
licence, agreement not to l .cense others.
Preferred phrase; exclusive licenc, except fur a 
nonexclusive licence retained by licensor. See 
Exclusive licence.

Sublicence right
The right of a Licensee to grant others 
Licences. Phrase sometimes used for same 
meaning: nonexclusive licence right. Preieired
phrase: right to grant Licences.

Techoicsl agreement
See Employment agreement.

Terms of agreeement
Means length of agreement until it automatically 
terminates by an event or date certain. Not to 
be confused with right to terminate or cancel 
agreement before term is up. Words and phrases 
sometime# used for same meaning: expiration of
agreement, expiration date, termination date. 
Preferred phrase; term o f  agreement.

Terminate or termination
Termination of an agreement prior to its normal 
term as Che result of an event or the option of 
one of the parties. Not to be contused with term 
of agreement. Words sometimes used for same



-1 6 -

meaning: cancel or cancellation, abrogate,
default, rescind. Preferred word: terminate or
termination.

Trade name
Usually the name of business enterprise. Hay or 
■ay not be protected by law. See Trademark.

Trademark
A mark, word or phrase for which the law h«s 
given th~ owner a right to exclude other» froa 
using. Often confused with trade name. Words 
sometimes used for same meaning: trade name,
logo, motto, character. Preferred word: 
trademark.

Trade secret
Means confidential information protected by 
lav. Has different meanings in different 
countrier. Ho protection in some countries. 
Words and phrases sometimes u3ed for same 
meaning: confidential information,
proprietary information, secret information, 
know-how. Preferred phrase: confidential
information.

Transfer
Used in connection with real property and 
assignments, not often used in licensing. See 
Grant, Assign and Convey.
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Licensing
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Capitalizing on Wealth in Biotechnology 
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Sheldon Burshtein

Update on Licensing in Peru 
Poberto Danino and Julio Callo

Software Licensing Agreement Strategies 
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International licensing

Readers may be interested in Che above booklet 
published by International Licensing Limited of the 
United Kingdom. International Licensing is a monthly 
bulletin providing an international forum for the 
negotiation of manufacturing licences and transfer of 
technology and know-how, industrial investment, joint 
ventures, agencies and distributorships, and other 
commercial arrangements. The bulletin contains 
information on licences offered and sought; joint  
ventures and investment propositions; preliminary 
proposals for industrial projects; agencies and 
distributorships and book services. The annual 
subscription rate is E35 -  for Europe, US^73 
everywhere else. This publication could be of special 
interest to industrialists and entrepreneurs in the 
emergent countries wishing to set up new 
tmal1>medium-scale industries and requiring, without 
coimnitment, preliminary information on cost of plant, 
raw material, space and personnel requirements, and 
other basic essentials to determine the v iab i l ity  of 
different projects and compare investment costs and 
other criteria. In terna tlonal Licensing i* puolisned 
and distributed by: international Licensing Limiteu,
92 Gannon Lane, Pinner, Middlesex, England HA> lHi. 
Cables: Licensing Pinner. telephone: 01-Bob 2812.
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UN LCO document»

lD/VG.4bb/23(SP£C.) Issue Taper I I .  International 
co-operation related toi 
Exchange of information and 
exper ienc*; Integrated 
development o f  the pharmaceutical 
industry; And development o f  
pharmaceutical ancillary  
industries

B-IU October. Atncan l k b  Meeting. ^Uhiuu Nt cinjJ, 
Dakar , Senegal.

12-lb October. Eorum tor Joint Ventures with foreign 
Capital Participation. lUhlDU Meeting;, Warsaw,
Poland.

2-4 November. Meeting o f Network Co~ordimtors tor 
the Project ASEAN/ASTIS. (UNIDO Meeting), Kuala 
Lumpur, Malaysia.

4

ID/UC.46v/ lOCSPEC. ) Training o f  manpower in
maintenance from the standpoints 
of equipment oesign, manufacture 
and operation

IDAJC.470/5 Technological alternatives for
copper, lead, zinc and tin in 
developing countries

ID/WG.470/6 The development and restructuring
of the non-ferrous metals 
industries

2-5 Novmber. Investment Project Promotion Forum. 
(UNIDO Meeting,, Cairo, Egypt.

2-6 November. First Regional Meeting on the 
Agricult*:, i l  Machinery Industry in Latin America.
( UNIDO Heeting ', Santiago de Chile, Chile.

2-13 Novober. UNC1TRAL -  Working Croup on 
International Payments, 16th Session. Vienna, VlC

23-27 November. Investors' Forimi tor Indonesia. 
(UNIDO Meeting), Jakarta, Indonesia.

IPCT.39CSPEC. ) *  The UNIDO programme on
technological advances

30 Noveober -  4 December. First consultation on 
Non-Ferrous Metals Industry. lUhiuu Meeting;, 
Budapest, Hungary.

MEETINGS

>-7 October. Workshop for heads of 1NTIB sub-network 
members in Aftica on the ways and means of 
co-operation. (UNIDO Meeting), Dakar, Senegal.

5-9 October. Third Consultation on the Pharmaceutical 
Industry. (UNIDO Meeting), Madrid, Spain.

*  This document is a revision of 
UN IDO/IS. 411/Rev .2.

jU November -  0 December. Expert croup Meeting on 
International Industrial Joint Ventures. lUhlDU 
Meeting), Tallin, USSk.

2-4 December. Preparatory Committee for the 
International Conference on Genetic Engineering and 
Biotechnology. (UNIDO Meeting), Vienna, VIC,
Conf. Rm.III.

7-11 December. UNCITRAL -  Expert Group Meeting on the 
New International Economic Order. Vienna, VIC, 
conf. Rm.VII.
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CITY

TYPE OF O RGANIZATION: Identify below the type of organization tc which you belong, checking the box(es) as appropriate (e.g.. for a research centre at a unwersity.
boxes 20 and 23 would be applicable)

01 UN . specialized agncy or other UN body 12 Trade centre or association 1 * Research centre/laboratory
02 Other intergovernmental orpnization 13 Professional aaocietion/learned society ! 24 _ Library/documentation centre
03 International non-governmental organization 14 Bank or financial institution i * ! Information centre
04 UNIDO Netenei Committee IS Industrial enterprise ’ 26 Publirfver
05 Embassy or Mission to UNI 0 0 16 Public utility ; 2 7 Bookseller

06 Government body for development aid 17 Trading concern 1 28 News egmcy/press
07 Ministry for industry 18 Engineering organization ? 2 9 Radio and television
œ Other govern menial department 19 Consultant

09 Non-governmental aid agency 20 University

10 Chembe*’ of industry or commerce 21 Vocational or technical mst»tute/schoo< T ; r  • ■ ......................

11 Manufacturers' association 22 Industrial training or productivity centre ’ T
i

FIELD OF INTEREST: Check the appropriate box (as) which reflect your main field! s) of interest:

M ANUFACTURING INDUSTRIES - 017 Electncal machinery O X ! industrial legislation

PLANTS. PROCESSES AND PRODUCTS 018 Tramport equipment 031 Industrial property

019 Precision instruments 032 Transfer of technology licensing)

001 Food processing 020 Agricultural machinery 033 Industrial research and development

002 8everages 034 Standardization

003 Tobacco NO N-M ANUFACTURING INDUSTRIES AND PROJECTS 035 1 Industrial organization and administration

004 Textile and garment 036 | industrial co-operatives

Leather 021 Mming and quarrying 037 j Industrial information and documentation

006 Wood processing 022 Utilities (includingpower plants) O X ' industrial promotion

007 Pulp and paper 023 Pubtc services (transport, comnwcetions. tocvisrN 039 ' Industrial training

008 Petrochemical and piaste* 024 Construction (civil engineering) protects 040 Industrial management

009! Industrial chemicals and tertilizers 041 Industrial consulting services

010 Pharmaceuticals and other che true el products SUPPORTING INDU STR IA L AC TIVITIES 04? , Development of smell-ecale industries

O il Rubber 043 Industrial estates

012 Non-metalle mineral products and building materials 025 Industriel planning end programming 044 1 Appropriate technology

013 Iron and steel 026 Industrial policies i

014 Non-ferrous metti 027 Industriel financing and investment promotion i

015 Febrcettd metal products 028 Promotion of export-oriented industries

016 Machinery 029 Industrial development surveys I
LANGUAGE Indicate below m whch language you rn P  to r ic in a  the NEWSLETTER

ENGLISH J FRENCH □ SPANISH (I RUSSIAN
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