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Dear Reader,

I am pleased to report on the International
Forun on Technolcgical Advances and Develop-
ment, held in Tbilisi, USSR, from 12 to
16 April 1983. This meeting wes organized by
UNIDO in co-operation with the USSR and the
Georgian State Committee for Science and
Technclogy as a preparation to the Fourth
General Conference of UNIDO. 1In previous
issues of the TIES newsletter, we have informed
you in detail about the objectives and expec-
tations of this meeting and I am therefore
happy to report that the discussions at the
Forur were very stimulating and resulted in
concrete conclusions and recammendations. In
particular I would like to mention here that
it was comclrded that the opportunity cost to
develeping countries for overlooking the tech-
nological advances is high, both in termms of
the acquisition of inappropriate technologies
anc the aggravation cf their technological
dependence.

There is therefcre a need for every develop-
ing country to take concrete actions of both a
shert-term and long-term nature. Short-term
actions would include forecasiing and assess-
ment of the socio-econamic impact of techno-
logical advances, careful choice of technolo-
gles and equipment to be imported and a streng-
thening of the negotiating capacity for their
acquisition.

Long-term actions will call for imaginative
attempts to apply the technolgocial advances
for improving the standard of living and up-
grading the general technological level of the
population as a whole. In this connection, it
was recogn:zed that no wniform prescriptions
should be sought or applied for countries at
different levels of development nor indeed for
each type of technological advance. However,
it was suggested that each country give con-
sideration to acquiring a minimum level of
capability in regard to important technological
advances. This is particularly relevant for
small developing countries in the early stages
of tecnnological development. Such countries
would need a similar technological awareness as
other countries in an interdependent world
economy. A selective policy in accordance with
their priorities was recommended.

The concept of "Technologies for Humanity"
emerged fran this meeting as a means towards
identifying those technological needs that have
a clear and urgent character to the human
community which through concerted action could
ve solved.

Finally I would like to stress that high
technclogy cannct b2 thought of as an escape
route from the prcblems of development but
shouid be seen within the range of available
technology options fram the traditional to the
advanced .

A full report of the meeting can be re-
quested from my office and has the symbol
ID/WG/389/6.

G.S. Gouri
Director
Divisior for Industrial Studies

Technoiogy acquisition

METHODOLOGY FOR EVALUATING DIRECT DAMAGE
RESULTING FROM FAILURE TO FULFILL WARRANTY
OR GUARANTY

Introduction

The consequences of failing to fulfilil
warranties/guarantees lower quality, lower
consumption, delay campletion dates ~ entail
loss of sales amd hemce profit. This article
describes in detail a methodalogy to evaluate
direct damage resulting fram such a failure.
As an illustration the damages resulting fram
delayed commissioning of a plant has been
takan, but the philosophy can be applicable to
other type of damages such as those resulting
from failing to meet planned capacity, raw
material consumption, qualily specifications
or infringement of third party rights and
infringement of licensor's patent rights by
trird parties. The article is taken from a
contribution by Mr. Marc Beno (Licensing
Manager, Lonzo), to the expert group meeting on
warranty and guarantee provisions in techmology
transfer agreements.

DanaEes resuiting from delaved commissioning of,
A

The delay in cammissioning a production unit
means that its owner will have to postpone the
aprearance of his products on the market. If
the unit was planned to be on stream just
before a main sales period begins, as for
example in the case of the fertilizer industry,
such a postponement could mean the loss of a
year's sales before the effective sales volume
could begin again; in other cases, the delay
may not show major consequences. This suggests
that in each case the economic facts resulting
from a delay must be analysed before the
contract is signed and a gproper remedy clause
drafted. It is generally useful to set a
defined amount as liquidated damage due for
every day of delay.
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The loss of profit resulting froem late
Stari-up 13 relaiively easy to caiculate: 1t
the yearly capacity of the plant i a wmits in
n days, the daily loss amounts to oy units. In
general, n varies between 300 and 330 days.
(Same manufacturers prefer to state the capa-
city of the plant in units per how.) If the
profit generated by one manufa%ttred wmit is
b $, the daily loss would bean—' $. However,
there is also an cut-of-pocket loss to be
considered, caused by the impact of the dalayed
start-up on fired and variable costs: the in-
vestment has been made; interests on the spent
capital are running; the plant has to be
depreciated; the labowr fo~ce has3 been hired
and trained an1 wages are to be paid; the raw
materials have been bought and stocked and
interests on these expenditures have to be
added.

It is suggested that this loss be calculated
to include the investment, the interests
resulting from expenditures, the wages and
other overheads. To calculate the interest on
the spent amount; the formula is well known:

1. 1 €14
- 100
I = interests

C = amount spent on plant, machinery,
building, storage facility, laborato-
ries, offices, raw materials, isbowr
etc.

i rate of interest.

The question is whether one should choose
the bank rates for loans or the calculated rate
of return of the project. Each of these rates
can be justified, the choice will very much
depend on the specific case. The most Justi-
fied and simplest way in owr view is to choose
the calculated rate of return of the project.

First of all, it gives an objective value of
the true loss incurred by the lincensee. Since
all factors of the project have been accounted
for, including current bank interests, over-
heads, lost profits etc., the draw back is that
the raw material consumption (which does not in
effect take place), is assuned., It is felt
that this is a minor inconvenience with regard
to simplicity. Choosing the bank interest
rates in owr view has more drawbacks thap
advantages, since they do not take into con~
sideration most of the relevant factors. Of
course, one may be able to oonsider that raw
materials are not consumed, but one has to
calculate and separately list all other factors
such as profic loss, labour, capital spent.,
depreciation and other overheads.

The suggested calculation then reads as

follows: wusing the formula I., the daily loss
(14) may be calculated as follows:

[
L. g = pis

g = daily loss

(e}
[1]

capital spent

internal rate of return

365 = may be changed into the number of
actwl production days on which the
plant capacity is based, e.g. 345,
330 or 300 etc.

and the loss during the whole time of the delay
will be:
EI_' Iy = g . D
Iy = total time of delay
D = number of days which have passed
betuween the planned and the effec-
tive start-up
1d = daily loss

In combining foruulas IT and III, we shall
obtain

. " _C.3gc.)D

The question now is whetler an increment on
this am.uit is justified. A justification can
be drawn fram the occurrence of sales cycles.
In cases where the contractual start-up of the
plant misses the sales cycle, the relevant loss
can be claimed. In suwh a case, D in formula
IV. may be the number of days of the cycle to
be considered. Another justification may be
that supply contracts may be terminated by
customers and damages accrue to them. not to
mention the loss of reputation as a reliable
supplier. Of course, we cammot evaluate the
consequences in advance since the partners are
unknown at the time of contracting and the
market may change fram time to time. As it was
said earlier, only the effective damage can te
claimed.

UNIDO activities

LIMA  MEETING ON INDUSTRIAL DEVELOPMENT
STRATEGIES

The High-level Expert Group Meetirg Prepara-
Lory to the Fourth General Conference of UNIDO:
Industrial Development Straegies and Policies
for Developing Countries held 18-22 April 1983
in Lima, Peru, aimed at establishing a dialogue
with experts in one key area of greatest
overall concern to policymakers responsible for
industrial development in developing cowntries
and of direct relevance to practically the
entire agenda of UNIDO IV. The Meecting
addressed itseif to the following questiona:

- What lessons for the future oould be drawn
fras the experierce of strategies and poli-
cies and from the pattern cf industry estab-
iisred in the last decade i1 the developing
ocowuntries?

- What strategy options emerge for industrial
development in the third world in the 1980s
ard 1990s in the light of the current crisis
and changing global conditions?

- What new possible approaches could be con-
ceived at the international level to support.
national endeavours by the developing coun-
tries and to respond to emerging challerges?




It was felt that by raising these key
questions and initiating an in-depth discussion
al~ng these lingcs, the Beeling did fulfill
an important task. In the sessions of the
neeting, and especially in the woridng groups,
a number of essential observations amd recas-
mendations were made which will undambtedly be
ccrmplemented and substantiated in the further
preparatory work “or axd in the actual debate
at UNIDDO IV. It is evident that prevailing
extermal forces and lessons drawn fras past
experience call for a re-assessment of and a
search for new approaches for industrial
trategies and policies for the 198Cs and 1990s
by developing countries.

Fran the discussions, a number of essential
messages carn be singled out. First, the
increased econapic interdeperkience, the far-
reaching internationalizatior of industrial
production arising fran developments in the
past decades, and the intermational operations
of large and powerful transational entitites

have narrowed the options for individual

developing countries in their choice of indus-
trial development strategies and policies.
Qurrently, the international econamic erisis is
hampering industrial growth for the developirg
countries and directly iniluencing their
strategy decisions.

Secondly, most developing countries seem to
have relied extensively on external growth
prospects and have largely neglected intermal
potentials and rquirements. An increasing
attention tc the utilization of intermal growth
dynamics is now being observed while at the
same time, due to severe balance-of-payments
problems, exports of zanufactures are being
pranoted.

Thirdly, the current crisis has reveal>2
the vulnerability of established production
structures 10 developing countries and the need
for greater efficiency in the munagemenmt of
resources, operation of industrial plants,
planning cf new investments, and in the appli-
cation of acience and technology for industrial
devel opment.

Against this backgrcound and on the basis of
the discussions a number of observations can be
made. Given the external pressures on the
developing cowntries, a global move towards
econamic recovery, the resolution of inter-
national financial problems, and a halt in
protectionism of developed countries are
fundamental issues to be attended to by the
international commnity. Without an inter-
national econamic environment conducive to
continued industrial development of the third
world, nc national strategies and policies can
overcane the prevailing problems.

At the level of national measures, it can be
concluded that there is obviously no one
strategy applicable to all - or even many -
developing oountries. Rather, the specific
conditions, resources and prospects of indi-
vidual countries are decisive for the choice of
the particular approach. It is =Ysc evident
that in the future a developing country camnot
confine itself to homogeneous industrial
strategy. Rather the st ategy must reflect the
complex pattern of short- and long-term oon-
siderations and a mix of a nunber of different
development priorities.

These complex industrial strategies and
policies being perceived bv national molicy-
mckers in the third world for the 1980s and
1¢30s are characterized by multifaceted
approaches aiming at:

- Establishing a socially and economically
viable irdustrial production structure;

~ Adjusting previously established production
structures; and

- Creating flexible produwction systems better
able to be adapted to charging extermal con-
ditions and technological advance.

To this end, industrial strategies are being
conceived which can no longer be categurized in
the traditionzl mamrer (e.g., export-oriented,
import-substitution) but which will encompass
for instance both low and high technology, both
damestic and foreign inputs, both industrial
and agricultural priorities. Whereas these
strategies may be characterized as overall
integrated approaches, it seems likely that a
differentiation of their application will be
pursued which could lead to the emergence of
two kinds of industrial activities: one more
employment-, domestic market- and domestic
inprt-oriented traditional segment of industry
and one modern, high technology and inter-
nationally oriented segment.

It was against this increasing camplexity of
national industrial strategies and policies and
the rapidly changing intermational conditions
tiat the call was made for an expanded role
for the international commnity in supporting
the industrial development aspirations of
the developing countries, “or expanded inter-
national industrial co-operation as a framework
and support for the individual national strate-
gies and policies, for greater transparency of
national actions for development and ad justment
in both develoned and developing countries, and
for a greater participation by UNIDO in the
surveillance and conception of industrial
development strategies and policies in the
developing countries.

EXPERT GROUP MEETING ON GUARANTY AND WARRANTY
PROVISIONS IN INTERNATIONAL TRANSFER OF TECH-
NOLOGY TRANSACTIONS - WITH SPECIAL REFERENCE TO
PUBLIC ENTERPRISES IN DEVELOPING COUNTRIES

Between 11 and 15 April, the above expert
group meeting, organized jointly by UNIDO ax
ICPE, met at ICPE headquarters in Ljubljams,
Yugoslavia. The meeting broyght to Ljubljana
experts fraw Egypt, Switzerland, Argentina,
USA, Venezuela, FRG ard Yugosalavia, as well as
a representative of UNCITRAL.

The purpose of the meeting was to review
background material prepared by asome of the
invited experts as well as other available
material on the warranty and guaranty provi-
sions on intemational transfer of technology
transactions.

Th.e group, as a matter of fact, faced a
fornidable task of not only reviewing svailadle
materials but designing the detailed outline
and content of the manual/guide which will
Serve entrepreneuwrs fran developing countries
in their operations.




turthermore, the expert group was expected
to move fram the traditiomal strictly legal
approach to guaranty/warranty issues and
attempt at defining approaches which will
combine legal aspects with managerial and
developmental problems.

It seems that most of the objectives of
the meeting were met and extremely lively and
in-depth discussions contributed greatly to the
efforts of both ICFE and INIDO in preparing the
manual/guide.

The expert grcup agreed that the manual will
consist of three parts: a general part con-
taining ten chapters covering, purpose, scope
and basic definitions, characteristics of
technology transfer; formulation of objectives
by technology recipients and suppliers;
criteria for the establishment of scope of
guarantees; overview of guaranty and warranty
provisions; mnitoring of project implementa-
tion; procedures to assure performance,
correctiva actions and remedies and an overview
of enforcement procedures. The general part
will be followed by a checklist of activities
by the recipient/supplier of techncicgy in the
procurement of technology.

Finally, part three will consist of a
descriptive and illustrative list of major
guaranty provisions, including an extensive
commentary, glossary of terms, bibliography and
reference materials.

The draft manual is expected to be available
in late August/beginning of September, after
which a smaller group will possibly review it
once again.

It is the intention of ICPE and UNIDO to
present the final manwml at the next TIES}/
meeting, to be held in October in Caracas,
Venezuela.

We believe that the first copies of the
manuel will be available aroud spring 1984 and
published in UNIDO's Development and Transfer
of Technology Series.

Sweden

Flant level co-operation meeting to pramote
technology transfer for small- and medium-uscale
enterprises.

The transfer of technology flow between
enterprises in the industrialized countries ard
the developing countries is considerably
constrained by the fact that only a limited
number of enterprises are in the position
financially, and fram a risk taking standpoint,
to explore business opportunities, let alone
pay for technology transfer costs well in
advance of realized earmmings. Even under
licensing arrangements without equity invalve-
ment there are risks, uncertainties and
time delays associated with royalty payments.
Also, few licensors are in the position to
incur the additional costs of technical support
services that may be associated with the
successful transfer of an operationally
efficient plant.

i/  Technological Information E’.xchangel
System.
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pranote an efficient transfer of technology
at the plant level, UNIDO has initiated a
progranme in this area with the assistance of
SIDA (Swed2n). In previous issues of the
TIES newsletter, we reported its objectives ard
activities in detail. In short, this programme
is intended to facilitate the transfer of
technological know-how through plant level
co-op2ration on a mutual benefical basis and
UNIDO's role is therefore to assist individual
entrepreneurs to articulate their technological
needs and afford them the opporturity for
making contact with potential partners. To
execute the project within a workable frame-
work, a limited number of developing countries
(India, Egypt, Kenya and Sri Lanka) and a
specific sector (metalworking, light eugineer-
ing) were selected. Same 100 enterprises in
developing countries were visited by a team of
experts and based ou the information collected,
canpany profiles vere prepared articulating the
technological needs. Suitable partners were
then identified, having selected Sweden as a
technological source country. Swedish enter-
prises interested in collaborating on the basis
of the company profiles then prepared their
terms of refereuce for such a collaboratien.
Fourteen of such intents for possible collabo-
ration were discussed and finally agreed upon.
A meeting to bring together the potential
partners znd discuss the proposals in detail
was held in Malmdo, Sweden. Financial insti-
tutions like Swedefund also participated in the
discussions.

The results of these discussions were
pramising. One licensing agreement for the
production of two flute-boaring heads was
signed. One merorandum of agreement was signed
for the production of segmental saws in India
through the establishment of a joint venture
campany . In addition, four agreements were
signed for the transfer of know-how associated
with the delivery of special purpose machines
and training for the praduction of such pro-
ducts as control valves, tubuiar heating
elements, numeric controlled lathes and chucks.

UNIDO was requested by the developing
countries to provide assistance in the drafting
of agreements which would comply with the
legislative framework prevailing in their
comtry and to assist in the design of suitable
training programmes and in some ca=es assist in
the location of suitable financial sowrces.

The general feeling of the participants was
that the programme was successful in matching
small and medium scale enterprises located in
different regions and throwgh its preperatory
work reduced risks. In addition, through its
technical assistamce programmes it is able to
follow the negotiations towards a successful
technology transfer.

Registry news

The National Commission on Foreign Ilavest-
ment and Technology (CONITE) has contributed to
the discussion @ the appropriate methodology
for monitoring technology transfer contracts
with the following considerations:




Technology transfer contract monitoring

Article no. 137 of the Pearvian Constitution
states that "the Rate authorities, registers
and supervises direct foreign investment and
the transfer of foreign technology as a comple-
ment of the national cnes, provided these
encourage employment, the ocountry's capital-
ization and mational investment and contribute
to the development in accordance with the
econamic programme and integration policy”.

In addition, the resolution of the Board of
Directors of CONITE no. 005-81-EFC-35 states
that "CONITE sall supervise the performance of
approved contracts and especially if the
elanents an! subject matter of the contract are
teing effectively operated under adequate
econamic conditions and in accordance with the
terms and conditions authorized®. A proper
methodology to execute such tasks is at present
under consideration. The criteria for such a
methodology could be summarized as follows:

Since the numter of contracts approved hy
CONITE is large it is convenient to differ-
entiate between two types of contracts, namely:

1. new contracts
2. renewed contracts

Taking this distinction into consideration,
and realizing that it is practically impossible
and perhaps even unnecessary to closely monitor
all approved contracts, a sample number of
contrancts fran each set of contracts should be
selected for monitoring. The sample number of
contracts should be selected on the bacis of
the following criteria. For new contracts
these criteria are the level of royalty; the
total amount of payment expected to be paid to
licensor; expected utilization or local
resowrces; annual sales value of product under
consideration vis-a-vis total enterprise sales
value; level of participation of the licensor
in licensee's equity structure and the extent
of training obligations. For renewed contract
the criteria will be slightly different, since
the previous duration of contract will be taken
into consideration.

On “he basis of these criteria, a selectinn
of contracts is made and a work prograrae
established. The monitoring will only start
two years after the approval of the agreement
to give the enterprise sufficient time to
incorporate the agreed transfer of technology
into 1its production. This assumes of course
that the duration of the contract is mare than
two years.

Monitoring

The monitoring itself consists of two inter-
related steps. First, the recipient enterprise
is requested to provide factuml information on
the object of the agreement. The format usea
and the type of information requested will
depend on each individual case. Secondly, a
plant visit is mad~ by CONITE officials to
discuss in detajl the information obtained in
the first step. Particular attention should he
given to the following elements: training,
technical visits, supply of formulae, madels
and designs etc., quality control, nusber of

consultant visits and innovations introduced by

the licensea,
Conclusions

This brief description of the methodology on
monitoring technology transfer contracts
underlines the importance of the close contact
the apprcval authority should have with the
entreprenewrs. The plant visits are essential
in obtaining detailed and factual information
on the implementation of the agreement and will
give the approving authority the feedback for
the good execution of its task which apart fram
protecting the local business interest is also
the pramotion of the appropriate transfer of
technology.

CHINESE EXPERIENCE ON UTILIZATION OF FOREIQN
INVESTMENT

(The following article is abstracted fram
a comntry paper prepared by the (hinese Govern~
ment at the ad hoc intergovermental meeting on
tranmational ocorporations. It is believed
that it is in the interest of our readers that
after publication of the various legislative
forms the (hinese Govermment has adopted over
the past years to facilitate foreign irvestment
and associated technology transfer, an assess-
ment of these efforts is given.)

Brief account of the utilization of foreign
investment

In China there are a few forms of utilizing
foreign capital. In the caming years, however,
the most important form should be the absorp-
tion of direct investment, including equity
joint ventures, co-operation enterprises, joint
exploration and exploitation and compensation
trade. Since 1979 we have made encouraging
progress in the absorption of direct investment
fran Hong Kong, Macao and foreign countries amd
in foreign economic and technological co-
operation in general. By the end ¢ 1981,
40 jeint ventures using (hinese and foreign
capital have been endorsed by the Chinese
Government with a total amount of irwestment of
more than $US 180 million, of which the irwest-
ment from foreign partners totalled about
$US 87.5 milliorn. Among these 4O ventures,
there are 13 light industry projects, 2 woollen
fabrics projects, 9 factories producing
machinery and electronic appliances, 3 food-
staff enterprises, 1 pharmaceutical plant,
1 farming project, 2 raising and breeding
projects, 8 tourist and service projscts and
1 leasing service project. In addition to the
above, more than 390 contracts for co-operation
enterprises have been approved with a total
investment of $US 1.8 billion provided by
foreign partners. As regards cil exploration
and exploitation, China has concluded and
implemented 9 agreements on geophysical survey
in the South (hina Sea and the southern Yellow
Sea with 48 oil ocompanies fram 13 cowntries
such as the United States, Japan, United
Kingdon, Frane and Italy. Moreover, (hina
has concluded 4 contracts on oil exploration
and exploita.ion in Bo Hai and a mart of the
Beibu Culf with Japan's oil consortium and
two French oil campanies. The amount of
investment totalled $US 839 million, of which
$US 498 million was provided by foreign inves-
tors. 590 contracted projects for mediu- and
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small-sized compensation trade have been
approved amd pui into operation, of snich
machineries and equipment was provided by
foreign investors to the value of approximately
$US 460 milli<a.

To further the absorption of direct foreign
investment, the (hina investment promotion
meeting was held in Guangzhou fram 7 to 11 June
1982 with the co-sponsorship of the Ministry of
Foreign Econamic Relations and Trade of the PRC
and the United Nations Industrial Development
Organization. At that meeting, the Chinese
pertinent factories and enterprises held talks
on 130 projects with foreign enterprises and
business persomel fram Hong Kong and Macao.
Among the 130 projects there are 70 an shich
letters of intent or memaranda were signed,
either in the form of equity joint ventures,
contractual joint ventures or compensation
trade. At present relevant parties fram the
Chinese and foreign or external sides are
making frequent contacts, exchanging necessary
information and carrying out feasibility
studies so as to actively create conditions for
the realization of these projects as soon as
possible.

It is only three vears since China began to
utilize foreign capital, introdure advanced
technology and equipment and rmun equity joint
venturzs. Up to the present the number of
projects canpleted is limited and the amount of
captial utilized is far from being large. The
whole work is still at its initial stage.
However, by running these projects, we realize
that where the principle of equality and mutual
benefit is adhered to and good faith is
cherished by toth the Chinese and foreign
partners, there is the appropriate field for
co-operation. Taking the equity joini ventures
that have been put into operation for example,
the foreign partners have gained profits
and the Chinese partners have achieved some
econanic results as well. We believe that
through making f\rther efforts and by summing
up experiences and raising the operational amd
administrative standard of the joint ventures,
mnre gains will be obtained for both the
Chinese and foreign pu-tners.

SOFTWARE LICENCE

One of the recommendations made at the
last TIES meeting of heads of technology
registries in New Delhi was that the UNIDO
secretariat should continue its work in
assisting the member countries to hamile and
evaluate licensing agreements for camputer
software.

The initial work and suggestions of the
secretariat were contained in document
ID/WG.383/3 which has already been remrinted
for tne interest of ow readers in TIES news~
letter nos. 19 amd 20.

Now we should like to inform our readers
that the secretariat is co-operating with the
European Associatfon of Computer Users and
through them with the Institute of Purchasing
and  Supply in the United Kingdom. The
institute 1is very much involved in the
elaboration and development of various model
and recommended agreements for camputer soft-
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and hardware. Fros these sowrces we have
received two draft agreements which we re-
praduce hereunder and shich in our view may be
of interest and use by the TIES members. The
first one is entitled "Non-disclosure agreement
for the trial of computer programming™ and is
intended as a model text to be used exclusively
for the testing of a programme prior to its
acquisition or licensirng.

The second draft entitled "Softuwa-e licence"
should be primarily used when licensing
peckaged software.

By publishing these drafts we wish to invite
owr readers to cument on their usefulness in
the hope that these will help us in drawing up
owr own models. So far extensive assistance in
this respect has been received fran only a few
registries (Philippines, Malaysia, Portugal,
Venezuela) and we hope that others will soon
follow.

DRAFT

NON-DISCLOSURE AGREEMENT FOR THE TRIAL OF
OMPUTER PROGRAMMES

Customer

Newe = L....... Ceesersaraacenenas
Address
Telephone Number
Contact Name(s)

..........................

Supplier
Name ervevesonnnacans Ceerensann
Address
Telephone Number
rontact Name(s)

..........................

..........................

P rogramme
Specified Computer

Specified Location

Trial Period

Charge

In consideration of the Customer's interest
in the Programme and upon payment of the charge
specified above, the Supplier hereby grants to
the CQustomer a non~exclusive nor~transferable
right to use the Progrmmme on the Jecified
Computer at tle Specified Location, subject to
the following:

1. The Programme may be used cnly for the
purposes of testing and evaluntion.

2. The :.ogramme remains the sole and
exclusive property of the Supplier.

3. The Customer shall not copy or duplicate
the Programme nar disclose the Programme or any
part thereof to any third party.

4. The Customer and the Supplier shall keep
confidential all information obtained under or
in connection with this Agreement and shall not
disclose the sme to any third party.

5. The Trial Period may be extended by
agreement in witing between the parties but at




i
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the end of the Trial Period or extended Trial
reriod tne stomer shail either encer into a
Licence Agreement with the Supplier for the use
of the programme or return the programme to the
supplier together with all material associated
with the Programme. Alternatively, at the
option of the Supplier, the Supplier may
request that the Qustomer destroy the Programme
and all associated material and certify to the
Supplier that this has been carried out.

6. The Qustomer shall indemnify the Supplier
against any loss, claim a dmage arising out
of the Customer's use or possession of the
Programme provided thut such loss claim or
damage is not caused by the negligence of the
Supplier, his employees or agents. Under no
circumstances shall the Supplier he liable to
the Qustamer for loss of business or of profits
or for any consequential costs arising out of
the Customer's use or possession of the Pro-
gramme.

S ture ......-..-- S ture ...........

Name tesaeas Name  ...........

Title  ........... Title  ...........

Date = ......... .. Date = .......... .
DRAFT

SOFTWARS LICENCE
.. Definition

(i) T"Documentation" shall mean the manual
or manuals and other documents associated with
the Programme supplied by the Licensor to the
Licensee.

(ii) "Equipment” shall mean the computer
or computers describea in the Appendix and
situmted at the location or locations identi-
fied ir the Apperdix.

(111) "Licence" shall mean this document with
its appendices.

(iv) "Licensee" shall mesn .................

(v) "Licensor” shall mean ........... ceeans
and shall include the Licensor's legal personal
representatives, successors and assigns.

(vi) "Progrsame" shall mean the coaputer
programme in machine resdable form, as des-
cribed in the Appendix, but excluding the
source code.

2. Licence

The Licensor hereby grents to the Licens.
a non-exclusive, non-transferable licencs to
use the Programme on the Equipment on the terms
and oconditions contained herein and for the
period stated in the Appendix.

3. Charges

The charges set out in the Appendix shall
becane payable fram the daste or dates specified

in the flopendix. (nce only licance cherwes
shall be fixed and nct subject to any varia-
tion. The Liconsor shall have the right to
vary periodic Licence or maintemance cherges by
giving to the licensse not less than 3 months
written notice in advance of such variation
effective at the end of the initiel period
state’ in the Appendix or at any time there-
after. Before suxch variation is implesented
the Licensor shall satisfy the Licensee that,
as a result of suwch variation, the charges will
not exceed the Licensor’'s then current standard
scale of charges.

4. Terms of Payment

4.1 Followirg acceptance under (lause 6,
payni.*s are due on the dsles or at the inter-
vals specified in the Appendix and shall be
made within 30 days or receipt by the Licensee
of a correct invoice,

4.2 The Licensee reserves the right to
withhold payment against any invoice which is
not submitted in accordance with the Licence
and shall forthwith notify the Licensor
accardingly in writing.

4.3 If the payment of any sus due inder the
Licence shall be delayed by the Licensce other
tnan in accordance with Sub-Clause 4.2, the
Licensor shall be entitled to charge interest
at the rate stated in the Appendix hereto on
the amount of the delayed payment for the
period of the delay.

5. Delivery

The Programme and Documentation shall be
delivered on the madia tc the location and
installed (if applicable) by the date, all as
specified in the Appendix.

6. Accegt.ame'

6.1 Where no acceptance tests are specified
in the Mppendix, acceptance of the Programme
shall be deemed to take place on delivery
and installation (if applicable) of the
Programme and Documentation in accordance with
Clause 5.

6.2 Where acceptance tests are specified
in the Appendix, acceptance of the Programme
shall be deemed to take place on the satis-
factory campletion of such tests on the Equip-
ment of other equipment as provided under
Sub-Clauses 7.2 and 7.3.

7. Use

7.1 Except as specified in the Appendix,
the Programme shall be used only for the
Licensee's own data processing and shall not be
used to provide a data processing service to
any third party whether by way of t.ade or
otherwise.

7.2 The Licensse may use the Progrsame ~nly
on the Equipment. If the Progresmae cannot be
used because the Equipment or any part thereof
is temporarily incpersble, then the Licence
will be desmed to apply, without any additional
payoent to the Licensor but at the Licenses's
risk and expense, to any other campatible
equipment until the Equipment beocomes operable.

7.




7.3 The Licensee may not transfer the
Tlam oo v e A o — e ) e *+~ Athen arri remant
Program=c pormanently to fther squipment
without the consent in writing of tne Licenscer
which shall not be unreasonably withheld.

7.4 The Licensee shall follow all reason-
able instructions given by the Licensor fram
time to time with regard to the use of the
Programme. The Licensee shall permit the
Licensor, at all reasonable times, to verify
that the wse of the Programme is within the
terms of the Licence.

7.5 Except for test purposes, the Licensee
may not use the Programme before acceptance
under Clause 6

8. Documen*ation

8.1 The Licensor shall supply to the
Licensee with the Programme those items of the
Documentatior. specified in the Appendix.

8.2 The Licensee may nc: take copies of
the Documentation without the Licensor's
written agreement which shall not be un-
reasonably withheld. At the request of the
Licensee the 'icensor shall provide such
additional coplies of the Documentation as the
Licensee may reasonably require for the nomal
operation of his business, at the Licensor's
then current stamdard scale of charges.

9. Programme Copying

The Licensee may only make such copies
of the Programme as are necessary for his
operational use and security. This Licence
applies to such copies as it applies to the
Programme.

10. Performance

The Licensor undertakes that, provided it is
operated in accordance with the Licensor's
instructions, the Programme will, fram the date
of delivery, perform in accordance with the
Licensor's published Specification and the
Documentation. The Licensor does not guarantee
that the Programme is free of minor faults not
affecting such performarce. The undertaking
given in this Clause is in lieu of all warran-
ties as to fitness for purpose.

11. Maintenance and Support

11.1 Where a maintenance service is in-
cluded in the terms of the Licence, it shall
be provided as specified in the Appendix.

‘11,2 Under suwch maintenance service error
correction will be provided on the ocndition
that the Licensee has

(1) provided adequate information in re-
spect of any malfunction in the Pro-
gramme

(41) incorporatad all error correction
amendments issued by the Licensor, and

(1i1) not otherwise changed the Programme.
11.3 Where a new issue or update of the
Programme and/or Documentation or part therwf

is relaesed by the Licensor it arall be in-
stalled (if applicable) by the Licensor under

8

the maintenance service and accepted and used
hy the Lirensee exceot where the Licensee cots
to retain and use the superceded issue of the
Programme, in which case the Licensor shall use
his best endeavours to provide a maintcnance
service on terms to be agreed.

12. Modifying or Merging

The Licensee may not without the prio-
written consent c¢f the Licensor, madify the
Programme or merge the Progranme with pro-
grammes not provided by the Licensor.

13. Ownership

13.1 The Programme (including the source
code) and the Documenta®ion and all parts
thereof and copyright therein shall :vmiin the
property of the Licensor. Except oriy to the
extent that rights are necessary to enable the
Programme and Documentation to be used by the
Licensee in a~cordance with the Licence, no
rights in any copyright, patent, registered
design or trade mark owned by the Licensor
shall pass to the Licensee.

13.2 The Licensee shall follow all such
reasonzble instrurctiors given by the Licensor
fraw time to time with regard to the use of
trade marks owned by the Licensor and other
indications of the property and rights of the
Licensor.

14, Assignment and Sub-Letting

Neither party shall assign, sub-let or
otherwise transfer the licence without the
prior written consent of the other party, which
shall not be unreasonably withheld.

15. Patents, Designs and Copyright

15.1 The Licensor shall fully indemnily the
Licensee against all damages, (excluding
consequential danages) costs, charges and
expenses arising fram or incurred by reason of
any infringement or alleged infi*ingament in the
United Kingdom of copyright by the use or
possecsion of the Programe or Documentation
supplied by the Lircensor under the Licence,
subject to the following:

(i) The Licensee shall pramptly notify the
licensor in witing of any alleged in-
fringement of which he has notice;

(11) The Licensee must make no admissions
without the Licensor's consent;

(ii1) The Licensee, at the Licensor's reguest
and expense s:all allow the Licensor to
oconduct any negotiaticns or litigation
and/or settle any claim. The Licensee
shall give the Licensor all reasonable
assistance. Tne costs incurred or re-
covered in sich negotiations or settled
claim shall be for the Licensor's
account.

15.2 If at any time an allegation of
infringement of copyright is made in respect of
the Programme, or if in the Licensor's reason-
able opinion such an allegation is likely to o2
made, the Licensor may at his own expense
modify or replece the Programme so as to avoid
the infringement, without detracting fram its




overall performance, the Licensor making good
to the Licensee any loss ¢! use during modifi-
caticn or replscecent.

16. Indemnity and Insurance

1.1 The Licersor shall indemnify and keep
irdemrifiec the [_censee, against injury
(including d=ath) to any perscns or loss of or
damage to any property (inciuding the Pro-
gramme) which may arise out of the act, default
or negligence of the Licensor, his ceployees or
zgents in consequence of the Licerser's obli-
gations under the Licence and against all
claims, derands, proceedings, damages, costs,
charges ani expenses whabhaoever in respect
thereof or in relation thereto, provided that
the Licensor skall not be liable for nor be
required to indewnify the Licensee against any
campersation or damagrs for or with respect to
injurizs or damage to persons or property to
the extent that such injuries or damage result
wholly frar any act, default or negligemce on
the part of the Licensee his employees or
contractors (not being the Liceansor or employad
by the .icensor).

16.2 The Liceusee shall indemnify and keep
indemnified the Licernsor for the duration of
the licence against injury (incluling death)
¢ any perscns or loss of or damage to any
propertr {inclwding the Prcgramme) whicn may
arise oul of the act, default or negligence of
the Licensee or any contractor employed by the
Licensee (other than the licensor) ard against
all claims, demands, proceedings, damages,
costs, charges and expenses wnatsoever in
respect therof or in relation thereto.

1.3 Without thereby limitirg his responsi-
bilities under ui~Clause 135.1, the Licensor
shall iasure with a repucable insurance campany
against all icss of or damage ‘o0 property and
injury tc persons (ircluding death) arising
cut of or in consequence of the Licensor's
chligations under the Licence ard against ali
actions, claims, demands, costs and expenses in
r«spect thereof, save only as is set out in the
exceptiorns in Sub-Clauses 16.4 and 16.5.

16.4 Except in respect of injury (including
death) %o any person or loss of or damage to
any property not belonging to the Licens=2e, the
liability of the Licensor tu the Licensee under
Sub-Clause 16.1 in respect of any one act or
default shall not exceed the sun stated in the
Appendix hereto.

16.5 The Licensor shall not be liable w
the Licensee for loss of use or of profit or of
contracts suffered by the Licensee and arising
out c¢f such injury, loss or damage.

17. Terr’nation

17.1 The Licensee may temminate the Licence
by giving three months prior written notice to
the Licensor tn take effect at the end of the
initial period stated in the Appendix or at any
time thereafter.

17.2 The Licensor may not terminate ttre
Licence except in the circumstances describec
in Sub-Clause 17.3 and 17.4.

17.3 The Licence may be tamminated forth-
with by either party if the other party is in

fundasental btreach of the terms of the licence
and fz21ils to remedv such Lresch within W days
of receipt of notice therszof in writing.

17.4 Either party may terminate the Licence
if the other party shall became bankriupt or
make =n arrargament with his creditors to go
into liquidatiun.

17.5 Termination of the Licence shall not
prejuiice any rights cf either marty which have
arisen on o before the date of temination.

17.6 Within seven day= of termination the
Licensee shall destroy alli copies, forms and
parts of the Programme under his control
(inciudirg merged programmes) arnd shall certify
to the Licensor in writing that this has been
done.

18. Source Coding

Unless otherwise agreed, the Licensee shall
only have access to the souwrce coding of th=z
Programme in the event that the Licensor is in
fuxderental breach of the terms of the Licence
or becomes bankrupt or mekes an arrangement
with his creditors to go into liquidation.

19. Confidentiality

19.1 The Licensee unde~takes not to dis-
close the Programme to any third party (other
than a subsidiary or parent company of the
Licensee} without the prior witten consent of
the Licensor.

19.2 The Licensor's consent referred to ir
Sub~Clause 19.1 shall be given (inter alia) to
enable the Licensee to disclose (under con-
ditiors of corfidentiality satisfactory to the
Licensor) the Programme to a third party for
the performance of services for * .z Licensee,

19.3 The Licensor and the Licensee shall
keep confidential all other information ob-
tained under or in connection with the Licence
and shall not divulge the same to any third
party without the consent in writing of the
other party.

19.4 The provisions of ihis Clause shall
mt apply to:

(1) Any information in the public damain
otherviee than by breach of this
Licence.

(11) Information in the possession of the
receiving party thereof before divul-
gence as afuresaid.

(111) Information obtained “ram a third party
who is free to divulge the same.

19.5 The Licensor and the Licensee shail
only divulge confidential information to those
employees who are directly involved in the
Licence or use of the Programme and shall
ensure that such employees are aware of and
comply with these obligatinns as to confi-
dentiality.

19.6 The provisions of this Clause shall
come into effect on the signing of the Licence
and shall continue in force notwithstanding the
termination of the Licence.




20. Force Majeure

Neither party shall be liable for failure
to perform its obligations under the Licence if
such failure results fram circumstances beyond
the party's reasonable control.

21. Waiver

No delay, neglect or forbearance on the part
of either party in enforcing against the other
party any term or condition of the Licence
shall either be ar be deemed to be a waiver or
in any way prejulice any right of that party
under the Licence.

22, Training

The Licensor shall provide instruction in
the we of the Programme for the Licensee's
personnel in accordance with the requirements
of the Appendix. Unless otherwise specified no
charge shall be made for such instruction but
the Licensee shall be responsible for paying
any travel or living expenses.

23. Publicity

The Licensor shall not, without the prior
written consent of the Licensee, advertise or
publicly announce that he is undertaken work
for the Licensee.

24, Arbitration

Except where otherwise provided, ir any
dispute or difference arises beti2en the
Licensee and the Licensor in connection with or
arising out of tne Licence armui provided that
either of them shall nave given to the other
notice in writing thereof, such dispute or
difference shall be referred to a single
arbitrator to be agreed between the Licensee
and the Licensor or, failing such Agreament
within fourteen days from receipt of such
notice in »riting, to be naminated by the
President for the time being of the British
Computer Society on the application of either
~~rty and any such reference will be deamed to
.. a submission for arbitr>tion within the
neaning of the Arbitration Act 1950 (unless
otherwise specified in the Licence) or any
statutory re-enactment or amendment thereof for
the time being in force.

25. Law

Unless otherwise agreed in writing between
the parties, the Licence shall be subject to
and oonstrued and interpreted in accordance
with BEnglish Law and shall be subject to the
jurisdiction of the Courts of England.

APPENDIX Licence Nn::*
1. Programmes
2. Equipment

3. Location(s)

Delivery Date
Media

oW

Documents.tion Title No. of Copies

10

7. Mzintenance Service & Period

8. 1Initjal Period of Licence

9. Licence Charges
10. Payment Terms

‘2. Training

The Licence charges shall include the
provision of ...... days training at ..........
Additional training will be charged at £.......
per day. Consultancy will be charged at £ ...
per day.

13. Indemnity and Insurance

The 1liability of the Licensor to the
Licensee inder Sub-Clause 16.1 in respect of
anyone act or default shall not exceed £.......

14, Terms of Paywent (Sub-Clause 4.3)

The rate of interest to be charged by the
Licensor to the Licenaee in the event of delays
in payment smllbe L ......... 1

15. Acceptance Tests

16. Special use (Clause 7.1)

APPENDIX

Delays by the
Clause 11.1 Contractor

(1) Percentage of Contract
Price to be deducted as cdamages
for e2~h week between the
agreed Completion Date and
the actunl Acceptance Date. IS |

(i1) Maximur percentage of
the Contract Price which the
deductions may not exceed. .......... .

Indemity and
Clause 19.4 Insurance

The liability of the
Contractor to the Customer
un” -~ Sub-Clause 19.1 in
- espect of any one act or

default shall not exceed. R
Clause 20.5 Terms of Payment

The rate of interest to
be charged by the Contractor
to the Customer in the event
of delays in payment shail

be. L. P

Meetings

TIES NeW [ELHI FOLLOW-UP MEETING

On 6 to 8 July, UNIDO will '10ld a meetiry
of selected heads of technology registries to
discuss ways for expanding the TIES aystem and
add new dimensions to its activities.
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The following heads of registries will be
invited: Mr 8 Vse BPintn Foreign Invest-
ment Instituwte, FPortugal; Ms. L. Bautista,
Technology Transfer Board, Philippines;
Mr. S.L. Kapur, Ministry of Industry, India,
and G. Amare, SIEX, Venezuela.

The recommendations of the meeting and its
report will be submitted to the Eighth Meeting
of Heads of Technology Transfer Registries to
be held in Latin America towards the end of
this year.

* &3

United Nations Commission on International
Trade Law, 16th Session (UN Meetirg), Vienna,
Austria, 24 May - 3 June 1963.

Expert Group Meeting Preparatory to the Fourth
General Conference of UNIDO on Hman Resources
Develomment for Industrialization, Yaounde,
Cameroon, 30 May - 3 June 1983,

Meceting of the Group 77: (Global Meeting or
Industrialization (ID-5), Vienna, Austria,
30 May - 3 June 1983.

Workshop on Institutional and Structural
Responses of Developing Cowntries to Techn-
nological Advances, Dubrovnik, Yugoslavia,
7 - 11 June 1983.

Programme for the Identification and Pramotion
of Industrial Investment Projects Related to
one Specific Industry Sector (Electronics),
Tokyo, Japan, 11 July - 5 August 1983,

High-Level Preparatory Meeting for the Fourth
General Conference of UNIDO on Industrial Co-
operation Among Developing Courtries, Bar_kok,
Thailand, 18 - 22 July 1983.

High~Level Preparatory Meetirg for the Ffowrth
General Conference of UNIDO on Euergy and
Industrialization, Oslo, Norway, 22 to
26 August 1983.

Publications

UNIDO/IS.228/Add.1/Rev.1. Bibliography of
documents relating to the transfer of tech~
nology compiled by the UNIDO Technology Pro-
gramme. Addendum.

UNIDG/1IS.368. A statistical review of the
world industrial situation 1982.

UNIDO/IS.370. Monitoring progress made in
accelerating industrialization in the develop-
ing countries. Third survey, 3:98i-1982.

UNIDO IS.375. Boosting the econamic impact of
indus.rixy R4D. A contract-oriented develop-
ment programme for the Thaliland Institute of
Scientific and Technalogical Research (TISTR).

UNIDO/1S.376. Opportanities for co-operation
among the developing countries for the estab-
lishment of the petrochemical industries.
Sectoral working paper sesries no. 1.

UNIDO/IS.379. Tne development of African
capacities for the design and manufacture of
basic agricultural equimment. Sectoral working
paper series no.2.

UNIDO/IS. 380.
gies and mnliciae and sncic-emnamic develon-
ment in the developing countries. Social

aspects of industrialization werkdng papers.

Industrial develomment strate-

UNIDO/CPE.S. Co-operation with national
committees of UNIDO. Brief summary of major
UNIDO programmes and activities.

REQUEST FOR TIES NEWSLETTER

For new subscribers only

UNIDC

TIES Newsletter
Development and Transfer

' of Technology Branch

P.0. Box 300

A-1%00 Vienna, Austria

Please type or print in block letters

I
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