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TECHNOLOGICAL INFORMATION EXCHANGE SYSTEM

Issue No. 29
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May 1985

Derss Reader,

1 am pleased to inform you that the
Ministry of Industcy of Egypt has kindly
offered to host the Tenth Meeting of Heads of
Technology Iransfer Registries, scheduled to
take place from B8-13 December 1985 in Cairo,
for which UNIDO is very grateful.

The orgzsnizatioan of chis annual TIES
meeting in Egypt coincides with che efforts of
the Egyptian (Govermment Co esCablish a
coherent aational ctecanology transfer policy.
for this purpose a draft law on ctechnology
transfer has beec prepared.

The draft legislation presented covers
seven chapters. lc defines the terms
contained in the lawv in view of the fact that
the lawv goverus issues which have aot been
covered in any preceding legislastion in Egypc.

It proposes the obligation to register
technology transfer contracts vith che Academy
of 3Sciencific Research and Technology with a
view to effecting the processes ot
examination, con%rol, evaluation -4 guidance
as well as the collection of such contracts as
a2 guiding reference for new contracts.

Furthermore it goveras conditions
iisadvantageous to narional interests aad
coatractes nay ot be concluded and,
conseguentl , may 1ot be registered whenever
they contain any such conditions.

it also gzoverns other unfair conditions
w-ich lay a nz2avy ourd2n on cthe acquising
party. nowever chose condictions may be
coleracted tn certain cases. -

ihe draf- legislation aiso deals
extensively with the guaranteas that must be
pt.vided in concracts for the ctransfer of
technology in orde. to fulfil the purpose
intended and in order to be in hermony with
the technological palicy. In particular the
{act rnat the law proposes che obligation of
tne technology supplier to italorna  che
recipient of the hazardous risks of the
technology concerned, especially vis-d-vis the
anvirorment and public health.

Iz sripulaces how aisputes &re to be
sectled with a view to resolving these in cthe
most speedy and reliable ways. The lav
provides chat the Egyptian couris shall
primarily have jurisdiction to decide on such
disputes and allows for arbitrscion.
Arbitration takes placa subjacc to specific
contrnls which are conrained in the law. The
lav aiso scactes chat disputes shall be subject
to the provierions of che Egyptia~ law.

It concludes with che listing of
sanciions which are to e imposed in case of
violatious of the provisions of this law.

it is hoped that the TILS members, when
visiting Egypt, will have smple opportunity to
exchange views ou tue application of this law,
if enacted, with the officials coacerned on
the basis of cheir own experience in applying
similar types of regulatory control.

The topics discussed ar the Teanth Meeting
«f Heads of Technology Transfer Registries
vill focus oan the development and applicatioa
ot the Compurterized Regisctry Informacion
System (CORIS) which at present is being
considered by a number of IIES members and
which will be available ia Spanish by
September 1985. Fuithermore, the issue of
payment evaluativon will be discussed following
attempts Co <creste a amonitoring system on
service feas. Other items to be discussed
will include regional co-operation, guarantee
and warranty provisions ia technology transfes
agreements and issues to De considerad 1in
software contracts. The meeting will also
sddress ictself to -he 1issue of ctrainiag of
registry personnel, and the role which
registries can play 1a advising national
enterprises on technclogy transier issues.

L, S5, sourl

Director
Jdivision for [ndustrial Sctudies

Recent legislation

Spain

Ministry of Induscry and Energy

3513 ORDER of 22 Februsry 1985 co simplify the
procedures for enrolment 1n the Raegister
of Contracts for the Transfe- of
Technology

Gent lemen:

In paragcaph (2) of the Ministerial O.der
of 5 December 1973, it 1s provided chat
contracts for the transfer of foreign
technolopy, which this Department is
responsible for examining since the subject
falls within its cowpetence, will be che
subjact of a report and recnmmendatipn by the
corresponding sactoral Dircc:orafg{Ccnorll.

A
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The reanirement of cthis general oprocedure.
which does not deal wich the qualitative and
quancicative content ol the contract, can have
the result that iasufficienc atrearioa is
given to some documencs, ind may concomitantly
reduce che possibilicy >f a wore suitable
evaluzticn of those conCracts wnicn, becauss

of their sconomic and techuological
imporcance, rTequire a& aore detailed study.
Soecial artencion must be davoted Co cthis

situation at a Cime wnen the degiscter of
vontraces for che Transter ot Tachnology i3
becoming an i1ansc<rument ctor the effective
support of technological policy, 1instead of
beiag an obstacle to the eantry of torsign
technology. the selective analysis of which
must De increased.

For this resason, cthis Ministry has sesen
it o make cthe foliowing provisions:

Poiac 2.2 (2) (d) of the Order of
5 December 1973, which sets out rtules for
entering concracts for the cransfer of foreign
cechnology ian the Register created cy
Decree 234./1973 ot .l Sepctember, is »odified,
to read as tollows:

"(d) Contracts not included ia ,revious
subparagraphs, the examination of which is che
responsibilicy of the Ministry of I[aduscry and

tnerzy withia wnose competence Che subject
falls. Tne corresponding sectcral
Directorace-ueneral will report on chem,

making cretereacs, as approptiate, Cto che
imfortance ana tmp’icacions of the rescricrive
zlauses contained therein, 1f any, and co.the
particular 1mpact of tne correspoading costs
in the light of industrial policy 1im the
sector to which the transfer is oriented; and
it will recommend the type of registratioa or
non-regiscracion, as the case may be. With
contracts of less economic substanca that tave
ao restrictive effecc, the Teport and
recommandation by che sectoral Directorace-
General may be dispensesa wich, but in its
place cthe full text of cne contracts being
rcglscered in che stacted circumstances will be
submicted.”

For your inrormacion and actioa.
Macrid, 22 February 1985.
SOLCHALA CATALaN

Considerations vn the entry of Spain_iocto the
European Economic Community in cthe field of

the contractual cransfer of technology

(This arcicle has been preparaed by
Mr. Anconio vano Marctian, Chief of the Spanish
technology ttansfer regiscry, and vas

presented at the annusl meeting of the Spanish
Association of Pharmaceutical Manufact _ers).

latroauccion

The subject of the contraccusl ctransfes
of ctechnology, 1in viev of tha (foreseesbls
early entry of 3psin 1nto che LEuropesn
Economic <ommunity, calls for an io-depth
analysis of che legislationa in torce ia rur
country, in order to make thr modificatioas
necassary €0 reconcilie the principles of free
compericina  scated in  genarsl cerms ina
Arzicle 85 (1) of ctha Treaty of Wome, the

exceprtlans stacted ia Arcicle 85 (J) sec ouC 1in
£E2¢C Reyulation l1343¥/04, aad ctne 1information
requirements of che Spanish adminiscracion in
this arex, s$o chat, by aeans of <Che
axploitatien of information oo flows of
techonology 1t will be ;ossible cto develop

measures leading €o an tLaprovement :n Che
technological capacity of Jur  prodguctive
sectors. That should give rise ro an increase

1a our current level of investment i1n research
and developmenct, wihich represents
approxinitely 0.3 per ceat of gross domestic
product, and ao improvement 1in Ctechaological
balance, 1ia waich che <current 1adex of
caverage is some 12 per cenct.

Relating these figures to the
chemical-phszrmacaucical seccor, wve Thave a
value 3f V.45 per cear 1n che chemical and
1.5 per ceut in che pnarmacauCical secror, as
the rac1o of iovestment in research and
developmant to total sales, the sector having
an  overall index of coverage ia  the
technological balance of 19.]) per cenc. The
total foreign expendituce for techaology in
lyd3 in che chemical-pharmaceuticsl sector
resched a figure of aearly $47 millioa, while
revenues vere 39 million, a wodest figure but
indicative of the eiforts being made Dby
Spanish firms.

As is well koowr, there are threc basic
channels for cthe acquisicion of technolugy:

- The import of mschinery and esquipment,
where the techaology 1s incorporated in the
product;

- Direct investmean:z of foreign casoital
in the Spanish productive system;

- Transfers under contracts, chat 1s,
trade-mark lizences, patents, kaow—how,
processes, rormulas, technical assistance, ecc.

From the perspective of accession (to :he
European Economic Communicy), we shall exam:ae
technological flows arising from contractual
agreements, which in our legislation a:e
governed by Decree 2343/73 ot
21 September 1973 and Ministerial Orders o€
5 December !973 and 30 June 1981.

Comparison of Communily and Spanish legislatica

For che puryposes of comnsarison between
the Spanish and Community legislacion, [ shall
concentrate ay remarks on Cthe reparcussioas
whizh Europesn Economic Community legislation
vill have on our Register of (oatracts for the
Transfer of Technology, with ceference co the
objectives of ctechnological poricy,
. iministrative procedure and the examinscion
o. restricrtive oc prohibited clauses 1in
concracts tor the transter of technology.

Oblccthul

Among ctne objecCives scaced oy Cne
European tconowic Community is che prohioiCion
of agreements <which prevanc, rascrict or
discort the Cree play of compezition within
the common markaC.

Specitically, Article 85 (L) scaces;
snall be

"The following prohibicad as




Lncompatihble with the common market. all
agreements oJecween undertakiags, decisions DYy
associations of wundercakings and concerted
praciices which may affect trade between the
Member States and which have a3 ctheir object
ot effect the preveantion, restriction or
discortion of competition withia the common
aarket, and ian particular those which:

(a) Directly or indirectly Efix purchase

ot selling prices or aay other ctrading
conditions;
(b) Limit ot concrol productioa,

markets, tecunical development, or investmeat;
(¢) Share markets or sources of supply;

(d) Apply dissimilar conditions to
equivalent transactions with ocher trading
parties, thereby placing them at s coepetitive
disadvantage;

(e) make che conclusion of contraccs
subject to tke acceptance by the other parties
of supplementary obligations which, by their
nacure or according to commercial usage, have
no connactioa with che subject of such
contracts.”

In paragraph 1 or che same article,
agreements or aecisions prohibiced pursuant to
paragrapa 1 are declared aull ana voia.
Nevertheless, pasragraph 3 scaces that che

provisions of paragraph | =ay be declared
inapplicable 1n the case of any agreemenc,
decisicn or concerced practice which
coatributes to improviag cthe production or
¢istribution c¢f goods or to promoting

technical or economic progress, while allowing
consumers a ia&ir sjhare of crhe benefit and
which does <20r impose on cthe undertakings
coacerned restriccions which are RT14
indispensable o the acttaioment of chese
objectives, 1i.e. improving the production or
distribution of goods or promoting technical
7t economi: progress, and which do not afford
such unaertakings the possibility of
eliminating competiticma in respect of a
substancisl parc of che preducts in quescion.

Ia Article 36 asbuse by One or wmore
undertskings of a dominant position wvithin the
coamon aarket or in & substantiil parc or ic
is prohibiced with particular refereace to the
following abuses:

"(a) Uirecrly or ihaireccly Laposing
unfair purcnase or selling prices or other
snfair Crading condicions;

markets or
prejudice of

(b) Limiting productiou,
technical development to Cche
consuaers;

(c) Applying dissimilar coanditions to
equivalent transactions wirh othsr ctrading
parties, thereby placing them at a compecitive
disadvantage;

(d) Making the cnnclusion of contracts
subject to the scceptance by thae other parties
of supplementary obligations which, by their
nsture or accordiag to commsercisl usage, have
no coannectioa with che subject of such
contracts."”

Article 87 (2) (b) sacs out cthe
coapromise for regulating the measures for the
application of Article 35 (3}, ctaking 1ato
account  the aeed to easure effective
supervigion on the one hand, and to simplify
administratiou to the greatest possible extsnc
oa the other.

Subparagraph (c¢) of the same arcicle
undertakes the cormitment to detine, if need
be, in the various branches cf che econcay,
the scope of Articles 85 and 85 and in
paragraph (e) agrees to define the relations
between national legislatioas on the one hand
and community provisioas oa the ocher.

The exceptions sctated im Article 85 (3)

vere ,through Regulation 2349/¥4 of
August 1584, which liscs a series of
contractual clauses accepted as aoc

restrictive of competition, with a Cime
horizoa extending to 31 Deceamber 1994.

Ia chac Regulation, which fundamencally
seeks 4 compromise between defending Cthe
industrial property rights and che objectives
of free competition, agreemencs which
guarantee market exclusivity for products
procected by patenl licences and restrictions
on parallel export are coansidered co Dbe
accepcable. These restrictions on parallel
exports of chemical and pharmaceucical
products have Deen listed in che c(inal
agreexenc wnich, with regard Co pacencs, aas
Seen drawo up becwveen Spaia and the
Community. Under the agreement. -he owner ot
a patent for <cheamical or pharmaceutica!
products is permictted Co prevent <Che 1mpare
and amarkecing of cthis product 1n any zemoer
Scate in which the product 1is procected oy ¢
patent rcight, evean if the product has been
zarketed for cthe fi-sc cime ia 3Spain oy the
owner himself or wich his consenc.

Having lisced the objectives of che
Community provisioans, 1l wus aow see the
correspending provisions in Spanish positive
legisiation.

which
technology,

Decree 2343/7) of Ll September,
regulaces the cransfer of
establishes as the objectives ctha: the
Adainiscrstion  should  obtsin a detailed
knowledge of cthe content of the cachnology
acquired and cthe :onditioas governing iCs
acquisition, together with a clear knowvledge
on the psrt of che Adainistration of cthe
cricer.a for preference from the point of view

of the public incerest with regard cto che
terms and conditions for acquisition of
teachnology.

We can therafore see at the objectives
level, chat the Spacish Decree seeks, by che
messure ol reg straCion to obtsin information
about what technologies are obtained by
contract and under what conditicas che
contrscting takes place; accordiagly, an
attempt is being made o use che degister of
Conciacts as an aid, in the informaCtive sense,
for decision-msking in the ares of
technclogical policy.

Such an objective 1s periectly compatiole
wvith the CommuniCy provisions, aad 1t s
appropriate to refer in chis respect to the




provisioas adopted ‘a arcicle 13 of
Jagnlarion 2349/04, which exolicitly provide
that nothing prevents the publication of
generzl 1iaformarion or surveys oa conduct

within Cche context of coatractual agreemenCs
tor the transfer of technology.

Nevertheless, 1in cthe <clauses of the
i1bove-mentioned DJecree and Ministerial Orders
which develop 1it, iC @ay Oe anecessary (Lo
introduce some modifications im order to bring
them Lned harmon, with the Community
provisions and simplify adminiscrative
procedures to the ZTreatest extent possible.

Administrative procedure

In its currenc ferm, 4 prerequisice
required for che aurhorization of paymencs by
the Directorace-GCeneral for Excernal Trade, 1:is
tne enctry of the contract in the Register xept
5y the Directorace-General for Laduscrial ana
Technological ILancvation. In the laccer
Directorace~General an  analysis of the
contract is carriea Hut, technical reports are
requested from relesant bodies and & decisioa
is caken wnether ar not to authorize the entry

st to auchorize it with an unfavourable
annotation. Once the contract has Dbeen
registered it is passed to the
Direc-orace-General for External Trade, which
is respoasible for authorizing foreign

payments.

In che European Econcmic Community there
is no obligation for priotr submission of the
concracc; but one or both parties wmay
(Regulation 17/62) aotify the EEC Commission
of agreemencs which are conCrary co
Article 85 (1) and whether 1t is .nteanded to
invoke Arcicle 33 (3). Lt will also be
possible to request from <Che Comaission &
negacive cercification thac cthe agreemencs do
not infringe article 85 (1). Agreements which
have restrictions for one of cthe parties will
have Co be notified to the Commission within
one month. The difiference in procedure 1is,
therefore, that in the EEC chere is no
osbligarion to noctify all contracts for cthe
transfer of technology while im Spain it is
compulsory to register all contracts which
provide for continuing paymeats, as wall as
all tecanological services not excepted by the
Order of the Ministry of Trade of
L4 Sepcember 137y,

Lt is understood cthat the submission of
concracts fo the procedure of entry in che
Regiscer ot Contracts. for the Transfer of
Technology in order Co wmake Chem valid in
Spanish  territory ausC in @y view be
maintained, since cechnology nmarkets ara

neither transparent nor compeCitive, and given
the excessive Cechnological dependence of our
country, the negative balance with respect o
the ocher Community countries, the wesk
negoCiating posicion ol enCerprises acquiring
tecnno':gy and the informacion needs of ctne
Adminlscracion in CALs area, provided chat the
procedure and the Cime Caxea tor regiatracion
se~e significaacl .implified. vork is i~ hand
on this objecctive of simplifying the pic edurs
and ceducing che Jdelay, .sing new daca
processing equipment for chis purpose, csmign
of a simplified memory query princ-dut und &
Miniscerial Order wnich will shorctly De
publishad in che Spanish Official Bulierin.

estriccive :lauses and prohibitions

A decailed reading ot the ccmmuully 4anag
5panish provisions will allow us 1o decect
possible points of disagreement and the cakiag
Jf steps to adjust legislacrion o that of che
Zuropean Economic Community.

i snall
arcicles

comment successively on those
wnich =may presumably give rise 0
discussion. I shall begin by
Decree 2343/73 of 21 September, whose fiten,
sevencth and ninth articles may raise some
doubts as to their legal viability im che
Community eaviroament.

analysing

Article 5 lays down cthat no contract
shall be registered which implies a limitacion
on the export possibiiities of the resi.c2nt oc
his sources of supply, withont prior
information of the Miniscry of Trade (now tte
Ministry of Economy and Finance). La cthis
article, taking account of he agreements oade
relacing Ty patents for chemical and
pharmaceucical products which allow
restricrions of parallel axporcs co
cerritories where the product is protected by
s patent or the mora genera. statemend in
Community Regulation 23+9/84 and which accepcts
as a clause aot restricting competition Che
obligation by tne lic:nsee not co exploiC the
lizence or introduce products manufactured
under che protection of cne licence 1in
territories covered by exclusive licences, 1€

is clear cthat the compulsury report of the
siniscry of the Economy sad Finance iz
irrelevant. This aspec: will have to be very

much caken into account by Spanish companies
when they sign contractial agreements in order
Co ensure chat the conrracts contain equizable

clauses oa the distribution of markecs,
providing  at least for exclusivity of
exploitation of the licence on Scailsh
ctarritory.

Wwith regard to che rescrictions imposed
on the licensea co .cerning his sources of
supply, it wmusc be ctaken into accouat that
Reguiation 2349/84 of Article 2.1 generally

considers the obiigation of the licensee o
obcaia supplies of products or Co use services
of che licensor or of an encerprise designaced
by the licensor Co be not reastrictive ¢o
compecition, always on che understanding (hac
such products or services are necessary o
properly explorc the licsnce granced.
Nevertheless, pazagraph 9 of Arcticle 3}, of the
above-mentioned regulatioa anakes ceference Co
the aoa—validity of agreements w@nicn ooLlge
the licersee €O use inappropriace licences Jr
accept patsnts, products or 3jervices wnicn he
does noC desirce.

On this point it must be saia crac there
is tntel agreemsnc between cChe Spanish
acministrative praccice and che Coamunitly
provision so chat ve sse o pro>les in
reconciling them.

With regard to Arcticle 7 of che Decree
which raefers Co cthe possibility ctnat the
granting of adainistrative asuthorization for
tne instailacion, expansion or transfer of the
industries included in the firsc end second
titles of Decree 1071/b8 may be coaditionai oa
there being no rvefusal of regiscration of
cegistration subject Co adversc annocacions in




respect of the company, if caa be said that 1ia
so far as cthe chemical-pharmaceuticzl sector
is concerned there is praccically oo impact,
given chat the sector, except ia matters
relating to narcotics, is fully liberalized.

Arcicle 9 refers to opractices of the
Ministry of Industry and Energy aimed aZ cthe
diffusion of iaformation on technology
acquired through coatracts aad the impro‘rement
of che transpareacy of the mzcket in craasfer
of technology, the cbje:rives of which have no
poiat of frizction  with the Community
provisioas, 4nd, as has beea said before, this
1s vwhere the gredatest efforts of the
Directorate-General for Industrial and
Technological lnnovation are being directed.

Finally, i shall coament ou Article 140,
which obliges cthose bodies, entities and
enterprises referred to in arcticle 3 of
Decree ©l7/1908 wnich co~CTract for the
purchase of ctechnical studies and services
with foreign consultancy and engineering firms
to Jjustify chis by scating that they have
attempcted to obrain the services from ac leasc

two tirms 1i1n the special section of <he
Regiscer ot Consulctancy and ladustrial
Engiueering Eacerprises. The bodies and
enterprises referred o are encitlies aond
autonomous bodies under che Miaistry of
Industry and Energy, rcational z2aterprises,
cthose obtaining authcrizations of an

industrial aature or wmir.ng concessions from
the Ministry of industry and Energy and those
to which benefits may be granted in the future
for the development of industry or mining. We
r2alize that cthe article 1in quescion is
difficult co defend, but nevertheless che
facts show cthat within the EEC practically all
these services are almostc 100 pe- cent carried
out by local encerprises, and given that che
level of our eangineering is comparadble with
tnat ot the Desc in Cie communicy market it is
quicte possible cthat, with an appropriate Irade

policy, 1t will bhe faasible to ensure cthat
industrial projects are carried our ia Sparin,
at leasc Jith regard to che decailci

englneering. With regard to basic englueering
it 1s incisputable c¢nac our encerprises will
nave to maxe a grear eifort 1a research and

development in order to be able to offer
genuine processes.
Examination of the MHiniscerial Orders of

¥ December 1973 and 30 June 19¥1  which

implement Decree 2342/73 of 21 September

Having analysed <ctha articles of Cthe
Dezree whic: could raice doubts relating to
Community legislatinsn, let us now pass oa Co
the provisions of the Ministerial Ordnrs of

5 Decembar 1973 ani 3y June lLY81 implementing
the Decree 2343/73 of 21 Sepiember.
In cthe chird point, 3.2, the following

restriccive conditions or adverse aspects are
sec out:

(a) "Limicing the acquisitioa of cechanolo
[ 34

from ocher sources, and coonditioning,
limiting ot annulliag research,
development and innovacion activicies by
the recipient based oa technology

transfacred under the cuntract, or laying
‘own conditions concerning the use of
nun-patenced knowledge once tae term of

(b)

(¢)

(4)

the coantracts has expired.”

With regard to cthe £firsc part of tne
paragraph it is clear thact there is a0
questioa about 1its nerfect harmony with

Community principles. Nevertheless, cthe
phrase “laying down condicioas coancerning
the use of non-patented knowledge once
the term of che contracts has expired”
may contradict the excepfions provided
under Regulation 2349/34 which, La
Article 2.1.7, accepts as a practice not
restricting compeciCion Che obligation
imposed on tne recipient not Lo publisn
know—how on terminatlon ot the coafract.

"Transfer of cachnology for which there
is proven domestic capacily CEor suppiy
with an equivalent level of quality and
reliability, or technology coasidered to

be polluting beacausa cthere are ocCaer
:leaner techunologies 1n existence, OT
technologies wnich are inherencly

vasteful of energy or which use 1imported
raw materials or cowponents insCead oI
domescically producedssubscitures.”

This paragrapn is coatroversial, since it
sllows the Adaminiscration ta Jdecide 1in
favour of the use of equivalent ratioaal
tachaology ana products in cthe Jomescic
sphere and would coascitute, in fact, a
privilege Zor Spanish :ompanies under 1
principle of  nationality iacompatible
with Community rules.

In spite of this, wve underscand that, in
specified circumstances and sectors,
there would be the possibilicy of
invoking Articles 85 (3) and 86 (b) of
the Treaty of Rowe, in so far as the
contracted cechaology may imply a
limitacion of cechanical developmeat o
the prejudice of consumers.

“Prohibiting, excessively restricting 1in
geographical area or not  expressiy
authorizing with regard to specific areas
the export of goods produced by cthe
recipient, and wmaking compulsory che
acquisition of raw materials, components
and ocher intermediate goods or equipment
from the licensor or suppliers deCermined
in the contracc.”

As can be seen, Chis paragraph is a
development of che fifth arcicle of
Decree 2343/13 already discussed and cne
that Community Regulacion 2349, ia
Articles 1 and -1, accepcs
traasitionally as not restriccive €O
competition, . 3Lven thac exclusive
liceaces exist in other Community
countries and the producrs and -services
imposed are necessary (o guarantee Cthe
quality of products.

“Imposition of the use of registered
trademarks by the licens~¢ in Spain and
-stablishing the right of cthe licensor
not previously acquired by ot.er msans o
intervena, control or impose conditions
on the licensee wmanagement or its
s racegy for expansion or
diversification."

on thia

point, it amust be said chat
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Regulation 2349/84
resrricrive o  fres
competition for che licensee <Co De
odliged to indicace the owanersnip of the
patent ou Che manifactured product.

Article 2.9 of

mameidane

‘-
SSonSisITs e

(e} "The imposition of significantly higher
,aymencs than those applied in cthe marizl
in  similar situacions, and @minimum
counter supplizz vhan the payments are
based on races proportiousl to the level
of sctivity at various magnitudes.”

The comment raised by tais point is that,
in accordance with article 2.1.11 of cthe
Community Regulatioun, the licsasasr uis
the obligstion to treat the licensee as
the [ T 14 favoured beneficiary oa
conclusion of the licensing agreeaseact.

with regard to the prohibition of minimum
payments, it must be said chat this
practice is considerel not cestrictive of
competition under Article 2.1.2 of cthe
Community  Regslatioam, which  accepts
payment of sigimua quanticies,
manufacture of a minimum ousber of
prodicts or the reslization of a winimum
number of exploitation activities.

(g) "imposition of an inuppropriste duration
of the contract or ics direct
consequences, whether in terms of bravity
or prolongation, or extending the period
of the contract without improvements
being introduced in it.”

The only obstacle to the validity of tkis

paragraph, in terms of Community
legislation, 1is the requirement for
improvements vhere contracts are
extended. Communicy legislacion

prohibits automatic ‘extension whea the
valigity of cthe pazenc has expired aand
pcymeat for know-how falling within cthe
public domain. For the purposes of
extension, EEC legislation escablishes
that the holder of cthe licence will be
tresced as the most favoured licenses.

(h) "laposition ot a requirement thac, with
regard C€o interpretation, a foreign
language version pravails, wvhere the
contract has Ltzea signed ia languages
other than Spanish.”

We understanc chat this paragraph lucks
validity, a version in any Comaunity
language being considered valid.
Neveartheless, fur the purposes ot
analysis bv cne Spanish authorities, it
should be possibia to require he
submission of a sworn tranalaiion of the
coatrest.

“he third poinc, 3.3, refers Co AcCion
wners dependence on the outside fur techLogy
and use of ctrademarks sccumulutes, zifeclilg
gore than .0 per cent of the curwover of hc
3panish enterprise; chere is & Jxgoirreang
for Che presentacion of & pingrasue oS
tecnnological developmanc 4 1m0d '8 AL
ascimilaticn of the cechcolog, ryreived Jud
the tecnnological developmeant ~¢ =re seclos
concerned »r 1Cs induscrial environmasc.

We understand cthat this point could be
wiinrained. arcticle 85 (3) being invoked in
conuection with specific sectors and
technologies.

Refarences to legislative change in the Lav of
Patents 1a2 celalivn (€] cnemical and
pharmacevtical products

The agreemunt reached in Luxa2mbourg oa
30 April 1934 oa the psztents ilem wichin the
aecgociaticns between Spais and EEC obliges the
Goveraroat, €from the time of accession, ¢to
wake Spanish legisiatioc compatiole wich che
principles of free circulation of good: and
itz iavel of protection given Ly the Cowmunity
50  industrial  property. This agreement
affects the folloving fundamentsl questions:

+ The pateatability of
wharaaceuticai and food products;

chemical,

~ The iaversion of the burden of proof
for process patenis;

- Escablishment of procedures for
sobetanriacing facts;

= Rules on contractual licence,
obligatory licence, exclusive licence and

initial pateac.

Pa.entgbility of chexical and pharmaceutical
praganis

The acceptance cf che pacentability of
chaxizal, prarmaceutizal and food produccs
wili impily that no one will be able <co
msnufacture the patented product without the
authorizacion of che owner of che pateac,
what?ver process is used in manufacture, and,
moreover, no one will be able to iamaport the
said product if the pacent is in force.

At the present time, 4as i3 known,
protectioa only rtelates to <the process,
allowing the possibility of manufacturing the
seme product provided chat it is made by a
different process from the one paceated, and
the import of the product is also permicted if
ic i3 ococained 5y a different process from
that patenced in Spain.

This change ia our patent legislacion
will give rise to probleams in our chemical and
pharmeceutical industry, which has direcced
its efforts in research and developament co Che
1provenear of processes for the manufacture
of ptouuzts already xadwn and in rare cases to
the production of new products which require,
en ~he whols, & much greater invesctment of
humst aud financial resources in research and .
¢avalcpouant,

it will be possible to pateat cheaicsl
end  pharwmaceuticsl preduces in Spain from
Gcroner 1991, while the paceantabilicy of food
prnducts is aenvisaged from che dace Spain
gctuslly encers the EEC and, in any case, on
rhe sotry into force of the nev law.

Inve:gion of che burdea of proof for process
patencs

The object is to establish che legal
presumscion by virtue of which, where a




proguct directly obtained by the process is
aew, it is assumed in the abseance of coatrary
proof that any product with che same
chiracteristics has beea developed by che
process entered in the Register of Patents in
che ftirst place, sad it willi be the defendant
who will have to show that cthe process used oy
him is differeat from that used by the owner
of cthe pacenc fcr che product. Holders of
subsequent patents for processes for obtainiag
the same product will oo longer be able to
make use of this instrument of inversion of
the burden of proof but will have to use che
normal procedures - chat is, it will be che
plaiatiff who will have to prove chat che
other pscented prosess is the same as his.

The agreement reached implies that it
will be applied to nev process psatents from
the time of accession and, with regard to
process patents granted before encry, will
begin to apply from 7 October 1992, with che
important proviso that the inversion of the
burden of proof cannot be invoked againsz the
owner of a process patent obcained before
ancry.

Escavlishmenc of procedures for substanciating
facts

This consiscs of ygiving any person who
considers that his rights of industrial
property have been in¥riaged, the rigat to go
to a judge who, assisted by experts, will
ascertain, act che place wnere <che facts
occurred, the exiscence of proofs which
evidence the ianfringemeat of patented righcs.
For the judge to accept Cthe request, 1L must
be shown chat substanciation by any octher
sethod is impossible. In orler to guaraatee
compensactioa to che defendanc for the improper
use of the procedure, the judge caa order the
establishment of & deposit designed <to
indemnify the defendant for damajes caused by
the process of subscantiating che facts. This
procedure will be inictiaced 2t che latesc with
effect from 7 October 199%.

Regulacions for contractual licence agreemencs

With regard to ‘he chapter on coatractual
licence agreements and obligatory licences,
our industrialists will have to take iato
account the fact that the owner of the patent
is naot obliged to supply rhe accompanying
kaoow-how, unless there is agriemenc to the
contrary, and chat obligatory licences sre not
exclusive - aslchough our d: ‘t legislation
upholds the principle of commer _al good faith
between the holder of che patent and the
licensee, sccording to which it is presumed
that the npatent licence wmust inclule the
know-hov essential to its operatioca, an aspect
wvhich tekes on particular importance in cthe
case of obligstory licences, which may be
grauted for reasons of public interest; c‘hese
clearly include protection of public heslch,

In connection with this point there is
the agreemenc resched oa che possibility of
escablishing castrictions on parallel
exploicacion of chemical and pharmaceutical
products until 1995, by virtus, of which the
holdex of a4 pacent for & chem.cal or
pharmaceucical product has che right co
preveant che irporting ind markating cf chas
product in any carricory where the product is

protected by a patenc right, even if Zhe
product was =:arketed for the firsc time in
Spaia by the owner of the paceat, or wich his
consent. .

Conclusioans

The integration of Spain in che European
Community offers a challenge to our induscrial
sector vhich will have to make a coansiderabie
effort in research and development and in its
warketing polily to compete in a wider market,
wvhere there avre prestigious companies with
consolidaced wmarkecing necworxs and a aigh
level of technology.

With regard to cthe chemical-
pharmaceutical :zector, Spanish  enterprises
vill have to achieve a major quancitative aana
qualitative change, and in particular .ancrzase
iavestmeat in research and developmeat co
place them ar levels closer o international
standards and dJirect chnelr research Cowaras
obtaining ne.. products i1nstead Jf processes.

The harwmonization of our legislation on
contractual liceace sgreemencs will iavolve
changes at the level of administrative
procedure, an area in which work is curreatly
1o progress, emphesizing the role of cthne
Registry of Contracts as an informatioan ctool
at the secrvice of technological policy.

~eC us hope that cthe date of entry 1into
force of the European Patent Lonvention,
5 December 1992, oae week away rrom the
celebratiza of the fifch ceacenary of cne
discovery of the dew World, will mark a new
hiscoric "mileatone which will bring to lignc
the iaventive potential which undoubtedly
exists, of Spanish scieatists, engineers aad
companies.

Registry news

Philippines

TECHNOLOGY TRANSFER BOARD
1944 ANNUAL REPORT

For the y.ar 1984, the Technology
Transfer Board (TTB) acted on B0 agreemencs,
75 of which have been conditionally aporoved,
three endorsed to cthe Cencral Bank and cwo
denied. For the same pesiod, che Board
rendec-ed action on 27 requests for
recongideration. A total of 82 contracts were
officially accepted, while 72 agresmantcs were
rcgistered afcer full compliance with
conditions imposes by the Board.

The majority of tachnology ctransfer
agreewents vegistered with che Board during
the year wvere in the manufacturing seccor
which comprised 91 per cenc of cne ctocal
amount. The distribution for spacific secrors
was as follows: food, beverage and food
addicives = 11.29 ner cent; drugs and
pharmaceucicals - 9.88 per cenc; induscriasl
sad household appliences and parcs chaereot -
9 per cent; road vehicles «ud parts (except
cubber cyres) -~ 6.88 per cenc.




In terms of tangidble benefits accruling
specifically o leccal comperies and 3 cthe
country in gZeneral, rocal estimated foreign
exchange earnings from T.ujected  export
activity over five years is USB290.5 amillica.
Likewise, toctal foreign exchange savings from
the required reduction ian royaity sales is
estimated at U3315.5 million over five years
while estimated tax reveaues accrulag to the
Sovernment from withholding taxes on royalties
1s  F305.5 aillion. An  estimated average
annual level of employment of 15,557 is
expected to be generated fros che registered
contracts.

Amoag the agreements registered with TTB
in 1984 iavolving export-orienred and large
investment projecCs were:

- Philippine Global Communications, Iloc.
with RCA Global Communicacions, Tuc., USA -
for the provision of cechaical services in the
tield of communications with an estimated
foreign exchange edrnings over five years of
Us$73,794,700;

- Wrigley Philippines, Ioc. with
W.M. Wrigley, Jr., USA ~ for the manufacture
of various chewing gum products with an
estimated export earuings valued at
Us428,9i0,50C over five years;

- Pacific Cement Company, foc. with
Ho lderbank Financidre Glaris Led.,
Switzerland - for the asoufacture of cecment
with an estimated foreign exchsuge earnings of
US$22,271,000 over five years;

- Filipro, Inc. with Société “es
?roduits Nestlé S.A., Switzerlaad - for the
manufacture of liquid milk with projected
exports over five years esCimated  at
Us$ 18,481,000;

- Kimberly Clark Philippines, Inc. with
himberly Clark Corporaciom, USA - for che
maaufacture of household sanitary products,
disposable hygiene products and other consumer
products with au estimated foreign exchange
earnings of US$10,570,000 aver five years;

- Pacific Elevator and Escalator
Corporation with Otis Elevator Co., USA - for
the production of escalator products and parta
with projected foreign exchange esrnings
valued at US39,357, 00U over five years;

- Alcon Laboratories Philippices, Inc.
with Alcon Pharmaceucicals Ltd , US4 - ior the
manufacture of rhinologic, opchalmic and
dermatologic produc:.s witn an estimated exporc
earnings of US$7,410,000 over five years; aad

- Filipro, Inec. with Food Ingrediencs
Specialties  S.A., Switzerland -~ for che
manufacture of instant noodles, seasonings,
and food ingredients with an estimated export
earaings of US36,77%,640 over five years.

On rhe developmental aspect, iatensive
efforts have been undertaken to broaden the
deta base of locally available technologises,
alcernative sources of technologies within aad
outside the country ia order €O wmore
stfactively assiet the local technology buysrs
in che salection of appropriate technologies
as well as easuring that the purchase of
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techuology ~curs under Che mist Lavourable
terms tor the tecnnology ceclpren=.
Computerizacion of the informatica necwork
will definicely assist the Board 1o Che
efficient management ot information relevant
to the evaluatiun of technology inflow as well
as in extending advisory services to the
government and private secrors.

COUNTRY PROFILE - Sesnegal

Legislation

(A) Foreign investmeats

(1) Laws and regulationa in force

The new Code of luvestment 1. emhodied in
Law No. 81-50 of 10 July 1981. Law No. 81-50
is supplemented by Law 81-51, enforced in
1982, and by Decree No. 82-299 of Ll May 1982
which established the comgosition and working
procedure of the Interministerial Committee of
Investments.

(2) Registration

The laterministerial Comaittee ot
Iavestments, within the Ministry of P).nning
and Co-operacion is_ the eantity in cbh.rge of
co-ordinating, stimulating and follow—up on
the implemencation of the development
projects, taking into account the GCovernment's
economic policy. The Commicree also gives
advice on requests for incentives 3s foreseen
in the Code of [avestment.

(3) Scope

The provisions of the Ccde of Lanvestment
are applicable to all physical and juridical
persons irrespective of ctheir nacionality
established in Senegal and carrying out an
activity in one of the following sectors:
industries, agriculture, livestock, forestry,
fishery, energy generatiom, Courism, mining,
prospecting and exploitation, cransportation
by air, by sea or railvays and
telecommunications.

(8) Industrial property

(1) Laws aad regulations in force

Senegal is & party of the Bangui
Agreement which creaced the Africaan
Organization of Induscrial Property (AOLP) and
established s uniform system for the
protection of industrial property rights among
the 1] member countries.

The Bangui Agreement came irto force on
8 February 1982 and OAILP is 1in charge of
applying the common administracive procedures,
therefore playing the role of a naacionsl
otfice of industrial property for each of the
member countries.

(2) Scope

- Pro’ 'ct and process paCtents;

~ Utility models certificates;

Trade marks for products and services;
- ladustrial drawings and mclels.

(C) Technolo y transfer




(1) Laws and regulatioas

So far, cthe basis for the transfer of
technology coatrol in Senegal 1is the Bangui
Agreement which provides for the regiscratina
ct contracts iavolving the licensing of
industrial and intellectpal property rights.

(2) Scope

= Product aud process patencCs;

- Utility model cercificates;

- Trade marks for products and services;
- Industrial drawings and wodels.

(3) Restrictive practices

- Payment of royalties for a non-
exploited industrial property right;

- High level of royalties;

- Import. of raw amaterials and supply of
equiprient from the licensor;

- Rescrictiouns to the export of the
ilcensed producrs.

Iostitutional arrangements

(A) Competent approval aurhority

Ministry of [ndustrial Devel;p-cnt and
Handicrafts, P.0. Box 4037 DAKAR (Senegal)

(B) Co-ordination

The Ministry of Industrial Developmenc
and Handicrafts has co-ordination linkages
with the Ministry of Economics and Finance;
advice may also be requested from any other
service ov Departasat.

CHINA SETS RULES ON TECHNOLOGY IMPORTS

China has issued new rules on its
technology imports <+vhich forbid foreign firms
from putting restrictive articles iato
coatracts, according to the New China News
Agency.

The rules say foreign firms caunot
contractually stipulate which products Chinese
compsnies can make with the technology they
buy, or waich countries they can sell cthose
products to.

“The regulations provide that the foreign
party may not impose restrictive articles in a
contrace,” it said.

"These (restrictive articles) include ...
the amount, variety and sales prices of
products sanufactured with imported
technology, and stipulations as to sales
channels and che export amarkec,'" the agency
said in a summary ot the rules.

Companies exporting ctechnology cto thina
under Licensing and other agreemencs have
often relied on concractual clauses to procert
their export markects from future Chinese
competitors wusing their Cechrology, one
foreign analysc said. The regulations
appeared to remove this procectioan.

The rules came into force on 24 Mray.
They cover ctransfer of patenrs and industrial
property rights, know—how ralaced ro
production processaes, frisulas, designe,

quality control. and technical services., cthe
agency said.

Chinese firms will not be able to siyn
technology <transfer contracts exceeding 1
l0-year cterm without special permission, ana
foreign firms caonot prohibil China's use of
imported technology after the contract
expires. (Source: Financial {imes
31 may 1985).

We hope to be able to publish che ¢tull
text of these new tules in a future issue of
the TIES Newsletrer.

Recently soms changes have taken place at
the wmsnagement level of various technology
transfer registeries participating ian TIES:

In Bratil, Mr. Mauro Fernando Maria
Artuga has succeeded Mr. Alvaro Brando Soares
Dalra as president of the National Institute
tor (ndustrial Propecty. Mr. Arrugs was
previously director for Technology Transfer at
INPL.

At Siex in Venezuela, Mr. Alfreds
Gonzalez Amsré has been succeeded dy Mr. Jesus
Maria Ponle, former asmbassador to Japan, as
superiantendente of Siex.

la Colombis, Mrs. Gloria Posada de
Velasquez has succeeded Mr. Diego Narango Mera
as superinteandente (E) of the Superintendencia
de Industria y Commercio.

Mr. S. R. Kapur, Joint 3ecretary of cae
Department of Industrial Development of iIndia
has been replaced by Mr. B, Sahay. Mr. Kapur
has taken up the pos: of Secretary of
Electionics in his home state of Punjab.

The last change wvas the nomination of

. Antonio Cano Martin, caief of cthe Spanish

Registry &s drputy director general of
programming amd woanitoring at the Spanish
Ainiscry of  Defence. A successor o
Mr. Martin has not yet been nominated.

Technology acquisition

JOINT NULB/UNIDO WORKSHOP ON THE EVALUATION OF

TECLUNOLOGY TRANSFER AGREEMENTS LNVOLVING

TQWITY A.U NON-EQULTY PARTICIPATION, LAWOS,

NIGERIA, 11-15 MARCH 198>

The Workshop: A summary report

The National Office of Industriasl
Property (NOIP)/U'™IDO Workshop discussed 1in
the main five principal subjects based on the
keynote paper —relating to the Nigerian
experience in the fieil of rransfer of
cechnology, i.e.:

(i) The aconomic impact of cranster of
technology to developing countries and the
roles of transnationals and their
subsidiaries, in chis process;




—antea) ahliocsricne

{ii} The coatTaztusl cohiigsricna for
equity and noa-equity forms of ctechnology
transfer with the remuneration for such
technology and che impact caxation has on it;

(iil) Trace wmark policies of developing
countries,;

(iv) National policies on the managemenr
of value added sad the monicoring of traansfer
of tecunology sjyreesents; and

(v} Tte creatica of national, techaical
and consultancy capabilitiaes.

Ar che >utset it was recognized that the
astional wanagement of techoology wus a
critical issue in the process of
industrializacion and that the industrial
development of Nigeria vas contingent upon the
adoption of specific, clear and firm policies
in cthis regard. IT was acknovledged that the
experience of develcping countries which had
passed cthe scage that Nigeria is presently
going through is relevant to Nigeria and chat
this experience needs to be shared. However
the instruments that Nizeria wmay chooses to
make use of in isplemencing its zazional
objectives aust be forged from its own unique
heritage. The =mathodologies of developing
countries which have established sysctems for
the national a=anagement of ¢ .chnology can
therefore only be guidelines or optional
strategier for Nigeria.

The escablishment of a Nicional Office of
Industrial Property {(NOIP) in Nigeria is a
major step towverds the crestion of an
inscitucional wmatrix for the aczeptanca,
adapcacion and diffusion nf technology in che
couatry. The linksges that have (o be
escablished between the instictucions concerned
and encwining of policies ars as important as
the creation of the institutions Chemselves.
lascitutions, strategier and nrolicies wust
reinforce each other snd must be backed by
policical will.

Technology transfer does ot mesn
indiscriminare acceptance of cschnologies.
The proceedings of cthe Workshop clearly
demonstrazed thact chare should be a careful
selection prccess so that priority seccors of
the economy are catered Co. Technology
transter sgain is not a painless process.
Where there is & system of priorities, Cthere
will be discortioas in che economy. The
constituencies in che low priority sectors
will have tr bear the burden of dJiminished
trsasfer of resources until such time as
attentioa can be given to chem. The traansfer
of technclogy is the ctransfer of a complex
packege of rights, cspacities, capabilicies,
expertise and information. The sbeorption of
technology is an evolutionary process snd
cannot, becaute of its complexity, be &
one~time traansmission. The ability to acquire
technology is determined prissrily by the
capacity of che recipient sad the condition
snd dynamism of the techoology market.
Migeria by itself or asny single develcping
couatry canarc, ia the preseat circuamscances,
influence th's market. Commsutators et . Che
Workshop unde.scored the need for & change in
the technology market to be crested by che
collective accion of developing countries and
economic co~operstion between and among chem.
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[nternational iastituticas, such as UNIDO, can
and should play an importanZ ola ia achieving
convergence in the Ctechnological objectives of
developing countries placed in similar or near
sim’lar technological enviroumeats.

In recogniziay the achievements of
countries like I[ndia, f.ere was an awarsness
in this Workshop chat ona cannot ctransplsat
wathodologies and thereby achieve
technological goals; at best they can serve
as models.

lanfrastructure

The creacion of s techaologic
infrastructure in Nigeria will have to ©oe
based on 1 set of principlas which balance
indigenous and -iaported technologies.
Nstional goals of developing countries amusc be
based on self-teliance in key sectors to be
achisved in the shorcest possible Cime.
Technological infrastructure is a syscem of
national centres, research and developaentc
laboratories, standards institutions, design

and prototype centres, and sectoral
development centres, with linkages both to
induscry anag the aducacional system.

Weaknesses in the Cechnological structure are
creflecced 1n the inability to wmcaitor the
quality of imported goods, <Cthe aoilicy to
utilize national raw materials and the lack of
the full cowmplement of skills raquired to
caity through the p-oject ioplementation
process and indeed the  absorption  of
technology itself. Decisions caken during the
pre-investment phase ars crucial decerminants
of the degree to which the transfer process
contributes to the development of
technological capacity. [t is in this coantext
that che developnent of national consultancy
capabilicies has to be effectively
dovetaiied. The most serious consequence of a
wvesk structurs is cthe inability to unpackage
importad technology - the very heart and core
of the process of attsining national
self-reliance.

The manageseat of t-chnologi embodied
enterprises

Tha Workshop required that ia
syatherizing key slemencs of the nationsl
system of crechnological enterprises, the
ente-prise managemeat was perhaps the wsore
vital factor than cansideraction of whaecher
technology is ctrsosferred with or without
equity. This is particularly important in the
case of Nigeria where there appears to be a
tandency to eatrust the wmanagesent of
enterprises in complex and non-complex areas
to expatriate wmanagers. However, while
recognising that msnagement is & wore
importaot issue, it does not entail che loss
of vights for the local partner in deterwining
the overall destiny of the eaterprise.
Netional control involves che setting up of
obje.tives and holding the mansger tesponsible
for achieving them. Failure to set targets is
equivalent to losing coatrol ana from the
nacional parzner's point of view wsust Dbde
cousidered ss mismansgemenc.

Remuneration

In the MNigerisn concext resuancratiosa for
technology nss assused very sarious




proportioans because of the
eavironment in the country.

aquire technology, Nigerisa has in the past
expended large sums of money. le is oow
recognizad that compensation has been paid for
products and rights whick do aoct have a1y role
in effecting forward or backward linkages in
the economy. Whatever attempt wmade to
regulace remuneraction in Nigeria has until
recently been ad hoc and arpitiary in nature.
A clear sense of urgency vas felt by the group
to devise a system vhereby there could be a

recessionary
In a rush to

rational approach to this wmatter. In chis
coatext a wmethod developed at UNIDO, which
looks wvpon all remuneration in technology

transfer on the basis of profit-sharing, was
commerded. It was realized that NOIP's role
in the regulatioa of technology payments could
be assisted by the decterminsation of national

reference parameters related co profic-
shariag (LSIP). The mechanistic
interprecation of payment ratios is
practically 1irrelevanz c¢o che <ctransfer of
technology.

Payments need to be regarded in the
context of the coatractual crelationship
between the licensor and the licensee, the

quality of che ctechnology transfered, the
enduring benefit that the technology brings to
the country, national and sectoral balances of
payments and cthe national fiscal policies.
One of the important recommendations made at
the Workshop vas that the nature of
co—operative linkages between the licensor and
the licensee should not affect the payment for
technology which wmust be seen on its own
merits.

The impact of nationsal ctaxation on
technology payments has t> be examined before
determining remuneration for technology. No
prescription was provided as to ths patrern
that Nigeria could adopc. Developing
countries generally do cax royalties and down
paymeats, but payments net of tax appear to ba
acceptable ian some situations or couatries.
However, the opinion in the Workshop was

divided on che desirability of permitting
taxes to be borne by the licensee in
substitution of the licensor. lc was

tecognized chat transnational coampanies view
incomes from royalties and profits flexibly
and often take advantage of low r.tes of taxes
on royalties to cransfer profics.

The Workshor paid parcicular atteation to
the quescion of remuneration for trade marks,
technical assiscance and consultancy, viewing
them in their separate contexts. The UNIDO
experts appeared ¢to be of thy unanimous view
that there should be. no compensation for use
of ctrade marks except when used in exporcs,
open—market economics and on capital goods.
On the macter of ctacnnical assistsance and
consultancy, it was ths opinion of Che expercs
chac remuneration be ovased on
pre-determination of the quantum, cthe qualicy
and cthe skill-lavel of che work and not on
percencages of equipmeant or project cost since
the incentive for economy in detigning is losc
thereby. Tendering should be syetemstically
exploited co raduce fees. Exchanges of views

in this matcer also indicaced chat it was
fessible cto exchange informscion between
daveloping countriss on quancum of
compeiestion for expert services. the

possiviilcy of using che UBIDU TIE3 ayslem fud
the flow of chis informacion was also aoted.

Trade marks

The Workshop recognized thac somelimes a
trade mark is a guarantee of quality, out this
quality assurance is aot critical for all
types of products. In many cases these trsde
marks establish dominant positions ia the
market without being carriers of technology.
It was unanimously decided that acceptance of
trade marks without a substantial component of

technology would bhe detrimental to the
developaent of a developing country. Where
trade wmarks are used conditions should be

created for the use of hybrid trade marks so
that the national component of such a mark can
survive in the long run and create independent
ma~kets for the national product. There are
many successful examples of the efficacy of
this concept in iadia.

Local value addition

Local value addition 1is important for
conserving foreign exchange and for generating
employment opportunities and che Workshop
highly commended attention being paid Cto chis
aspect. Local value addition by its impact on
domestic resources and skill levels
zontributes to the strengtheaing of che
technological structure.

However, it is possible that it way
sometimes create discortions through
inefficient combination ot imports, or
improper evaluation of local rav wmaterial
costs. Furchermore, attractive 1i.centives to
enhance local value addition can adversely
affect the division of proiit becween cthe

licensor and licensee. Again, adequate care
should be paid to ensure cthat nationsl
subsidies do not artificially create a measure
of local value addition where there may be
none. In & world in which the knowiedge
conteat of productivity is rapidly increasing,
value addition by cechnical complexicy has
such to be said in its favour. The Workshop
recognized cthat the concept of a CKD based
msnufacturing plant was a good starting poin:
as it may ultinately be possidle to creace &
national ancillary industry. However a CKD
plant amust have an objective behind it -ad a
monitor-.ag plan co support its progressive
value addition must cake place. This 1s a
conscious exarcise wnich cannot oce left cc the
vhims and fancies of the encrepreneur.

Moaitoring

The objectives of national planners and
eaterprises are quite often noan-coavergent.
Taechnology agreements can be manipulaced to
obtain the saaction of regulatory agenc:ies.
The Nigerian experience demonstraces that tha
project cthat is implemented, talls far short
of cha expression cof the agreemenct. Hence
there is & need to <closely monitor hign
investment projects. An  environment needs,
however, to ba created to obcain the
co~operstion of the nactional encerprise.
Levels of skill snd actitudes necessary for
monitoring will have to be developed, all part
and parcel of the technologicel infrascructure
to be created wichin che country,
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TECHNOLOGY TRANSFER TRANSACTIONS

Further to the extract on the suitability

of ctechnology taken froa the above paper, ve
present hereunder a section oa tha correctness
and completeness of technology.

Correctness and completeness of the technolozy

(a)

()

12

Purpose and function

The full and correct communication of
technology to the recipient is the
pcimary cbligation of the cechaology
supplier. Even though such an obligation
seeus co be self-evideat, acturl
experience has showm that incomplece
documentation or documantatioa of
insufficient specificity has impeded the
successsful implementation and
assimilation of the technology,
particularly ian developing countries,
where the recipient was not familiar with
the technology and where the supplier was
not avare of che need for addicional
specification, aanuals for assembly of
equipmenc, operation, etc.

A guaraantee on completeness and
correctness is closely interrelated with
cthe description of the ctechnology. It
usuaily expressly refers back to the
definition of cthe scope and concent of
the technology to be transferred and the
aanexes relacting thereco.

Care must however be ctaken in drafting
such 2 clause because it could reduce the

protection of the recipien: as any
explanation ot furcher documencacion
requested by the recipient not included
in the coatract may be refused by che
supplier.

Guarantees on completeness and
correctness will be less relevant in pure
patent licencing agreements. When che
transaission of know—hnw is at stake, the
¢ mpleteness and correctness of cthe
documentation ctransmitted and of the

other alemants in which the know-hou. is
incorporated are  essential to the
agreement. This applies ¢ven more so it
third parties such as contractors ot
sub-contractors have to rely on design
specificatioas or other relevanc
information for che supplier for carrying
out their function.

Present legal situaticn and .
contracrual practice

Some countries with gpacific legislaticn
on cvansfer of ctechnologv arrangesents
prescribe the ‘detailed”, 'specified",
“correct” ot 'complete" description and
transmission of "all” technical dats in a
rather general form.

Illustrative Clause 1

"(A contract for tha acquisition of
material rights to ctechnology) shall
provide for: ... a gusrantes by Cthe

technology supplier chat the ctransferred

(a)

(a)

rechnology. rhe oprocedure of cransfer,

and the documentation are complete ... "

(Yugoslavia, Act on Loog-Ternm
Co—operation, Art. 24 (2).)
Brazil has a regulation, distinguishing

between different types of contracts:

Illustracive Clauses 2 and 3

Fur patenc licences:

"T.e coatract shall expressly specify ths
aumber and the cicle of the patent or
pstent application in Brazil” (Basic
rules and norms for the registratioa of

concracts involving the transfer of
technology and relaced agreements.
Normative Act. No. 15 of

11 September 1975, Sect.2.5.l.a).

For contraccts on the supply of industrial
technology or for technical and
industrial co-cperation:

“The contract shall:

Explicitly define and give dimensions or
detsils of all the ctechnical data and
information relating to the techmnology to
be transferred, and  asccurately and
clearly specify the scope or cfield of
accivity of the ctechnicians ... "
(Ibid., Section 4.5.1.a and 5.5.1.a).

For technical service sgreements:.
"Tre contract shall:

Explicicly define and give details of che
amount of che services to bs provided and
sccurately and :learly specify che scope
or field of activity of the technicians.”
(Ibid., Section 6.5.1.a).

Other laws ‘sithout specific regulations
will consider obligatiuvns oca compleceness
and correctness as implicit clauses and
apply general principles of law: if che
technology is described ia a sufficieamcly
clear and precise manner, its incomplecs
or incorrect transaission aay be
considered as incomplete or faulcy
fulfilment of cthe contractusl obligatioas
or even as non-fulfilmenc.

In contractual practice, provisioas on
completeness and co.rectness are often
coversd in other guarantee clauses in the

sgreemen.s than in specific ones on
completeness and correctness.

Howaver recsat model provisions inclide
such guarantees, scatiag thac all the
documentation supplied by the supplier
should be correct, complete and up <o
date.

Illustracive Clause &

"Subject to the terms and coanditions
hereinafter set forth, the Iransferor
makes to the Transferee ths following
guarantaees:

(i) All  the  writtea knowhow snd

technical informstion handed over or




(e)

disclosed tc the Transferee pursuant
to the provi:.ons cf chis dgreement
will be correct, complete, up to
date and adequate ...". (WIPO,
Licensing Guide for Developing
Countries, Fn. 137.)

In  additioa, such clauses wmay also
scipulate that documentacion will be
presented "in a : omprehensible manner for
the qualified person in the field” and
that swh documents should cover all
aspects related to safacy and emergeacies
in  connection with the wuse of the
technology in the recipient's country.

Tre consequences of aon-fulfilment

differ. Coasequences laid down by law
include aullity of the contrsct,
reduction in price, or damages.

Coacractual provisions wmay stipulate the
obligation of the supplier to complemenc
and/or rectity the documentation
tranosmictted, rtegulate an adjustment on
dates of delivery and subsequent
guarsartee periods or apply the genaral
contractual provisions in cthe case of
noa-fulfilment or faulty fulfilmant.

Illustrative Clause 5

"Ia the event that documeats supplied are
incomplete or inaccurate, or have to be
completed or wodified, the date of
delivery of the documents will be deemed
the date on wvhich such completion of
modifications are supplied by che
Licensor." (UNIDO, PC.50/Rev.1,
Sect. 3.3.1).

Problems and possible solutions

Immacerial character of technology.

One major problem in describing
technology arises from the fact thac che
complete technology can seldos be
embodied in some kind of wmacerial
specificacion. While patents asnd ocher
induscrial  property rights can  be
described by the number of their pastenc
application or registratinm, titlsa sznd
exterior design, knov-how msy take the
form of drawings, whereas manufacturing
know-how and orgenizational advice will
often not be documented.* Thus, it may
only be possible to describe certain
aspects of knov—how by the nature of the
products to be manufactured with the
kaow—nhow; technical and professional
expertise may oanly be detined by job
descriptions or described ia terms of the
results or purpose to be achieved. Ia

L See  Aselaana, S9cciﬁcuion' snd

reaumeration of foreign kaow-i.ow, reprinted in
the Law snd Business of Licensing, p. 497,
Aselmaon gives s figure of 60 to 70 per cent

ot
by

country for

the total manufacturing know-how required
8 less experienced licensse in s duveloping
dJachine tools or electric

equipment, which can be described in the fora

of dravings, operacional layouts,
instructions, graphs and procedures; ibid.,

P

499.

such cases additional provisions may be
needed such as an express assursnce chat
the supplier will provide additional
informatios uposu request of the recipient.

Illustrative Clause &

“If any explanstioa is required by the
licensee or the coutractor, such
explanation shall not be unreasonably

withheld by the licensor.” (UNIDO,
PC.5( /Rev.l, Sect. 3.3.1.).
Completensss. Due to the immaterial

character of technology, it is difficult
to deiine wvhen the techaology is
“complete”. The supplier may therefore
only be willing to assure the
completensss of the docusentation but not
that of non~documented technology.
Therefore it may 0De important to easure
the completeness by other means, such as
inclusion of "knowwhy”, i.e. explanation
why certain techaical solutions have been
adopted cthus facilicating the
comprshenson of the technology,
obligation to transmit the technology to
the sa3e extent as it ‘s used by che
supplier, visics to supplier's planc, ecc.

A wmere refereace to the '"completeness"
may giva rise to disputes on what exactly
is mesnt by ic. Therefore it is proposad
to have a decailed, open—-ended lisc.

Illustraciva Clause 7

"The documentation to be supplied ior
this purpose shall include, but not be

liaited co ..." (UNIDO, ©PC.50/Rev.l,
Sect. 3.1},
vorrectoess. Documents are not always

copied Tom the master drawing which
centains all amendments and changes. On
the other hand, ino some cases am-ondments
may oaly be added to the shop documents
and aot to the master drawing.

Illustracive Case

The workshop of the supplier has dectected
an obvious aistske in one document and
corrects it in cChe working document, but
oot on the master draving from which the
copies for the recipient are drawn. The
head of the workshop wanzed to do this,
but before he was able to do so, he was
injured, went to hospital and forgot to
report the mistake. The licensee goc a
copy of the incorrect master drawing, but
because of his lack of familiarity with
the techouvlogy he did not recognize the
mistake and produced deficient gocds for
a considerable -ime. (See Internacionsl
Chamber of Commerce, Le <tcansfert de
technologis pour le développament.
Declaration of the ICC st che UN
Conference on 3cience and Technology for
Devel~pment, Vieana, 20-30 Augusc 1979,
p. 23.)

Quality and concent of documents, The
documcnce, even if correct, may give rise
€o a aumber of problems:

= AReproducability: documencs should
be aasily raeproducable boch with

13
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regard C€o princ and siie wi ohe
documents,;
= Language: translatioca of the

document s into the recipienc’s
laagusge may facilitate the use, but
also has cthe danger of tramslation
errors or use of aadiguous terms;

= Measurements: aespecially if ooe of
the parties uses the mairic system,
and the other oot;

= Operating times indicated: since
they may stroagly depend on certaia
climatic coonditions, the wuse of
specific iaputs, etc., are often
considered 38 Crxade secrecs and many
suppliers are reluctant to craasait
thesm;

= dorms and standards to be used;

- la spite of the aforeseationed
provision the description of the
techcology may be too sciesriZic to
be understood by the recipient's
persoainel. Therefore, a criterion
such as "cumpraneasion by a normally
qualifed person in cthat fizld" s
sometimes ussc ia coatractual
practice. The tera "normsai",
howsver, is rtather asbiguous. '
more precise language ar, be
desirable (e.g. ™engineer with a
degree in chemistry and three yeers'
experience in an samoaium planc™),
but differear portions of the
technology also require different
levels of compreheasion.

“Up-to-date". The techaology transfer is
often s process which takes place over a
longer period of tiss. Therefore, the
relevant date, geaeraily called the
“freezing date", at which the techaology
has to be correct and complete needs to
bs specified (such as date of conclusion
of the coatrsct, of government approval,
commencement  of plant installation,
ecc.). Therefore, were refarence to
"up-to—date” in the illustrative clsuses
quotad sbove seems to be oo impreciss.

Transmission of docusents. La the case
of coamplax ctechanclogy cransactions, not
all docusents will be cranemitted at the
same tiwe, bhut as the planaing,
construction and erection of & planc
prograsses. The rcelevant daces and
places need to be fixed ia order to avoid
delays. The wuse of flow charts or
similar devices g1y be useful.

Changes of documentsation. Very oftan,
some of the doc.ments and the

specificacions ae«d ©n be altared,
because the tschnology has to be adapCed
to spacific locel conditiond, e.g., to the
local inputs and wucilities wused, or
bacause legsl raquiresants such a8
workers' safety or savironsancsl
protection have been changed. Ia such
cases, it will be decisive to sasure thac
the liceansor approvee ¢f any change in
the documenss, baecauss his liabilicy
ususily ends wvhea the recipient does not

comaly with all specifications sec out ia
the teckaical documeatatioa. approval of
changes may be ensurad by having cthe
tupplier sign che documenis that have
teen changed or by an exchange of
latters. The methcd by which changes
vill ve agreed to should be included in
the guaranzee provisica or in anocther
oart of the agriement. Changes, however,
ssy also be iatroducel by cthe supplier,
whun he has cto provide the “latest”
"up—to-date” technology availaole.
There, the recipient say have an intersst
not to iacorporate certain  chaages
because orders have gone out already and
further changes would incur additioasl
costs or require changes in the proviaioa
of inputs, etc. The provision should
specify that the guarsatees will apply.
even f the recipient does not mnke use
of changes cransmicted sfter & certaia
point of Time.

Ocher parties. 4part from che recipiasnt,
other paerties such as the congrector,
engianeering companiss, suppliers of
equipment, etc., may have to rely on
certaia pares of the ceachaical
inforwatioa. Therefora the docusents
should be drafted ia such . way to mske
it comprehensible ro these porssas aiso.
The supplier, on <he other hand =may
obtain certain parts of information
himself from third partiss. He may oot
be reoady to assume the smse degrae of
respoasibility for chis portion of cte
information. These 4aresas =cweed to be
clearly specified. It wmay also be
possihle to obtsia csrzain guarantees
directly from the originai supplisr.

Examinstion. Usually ervors in
documeatation wiil oaly shor when the
techaology is being implemenced or aven
later whan ic is accually being run over
a loager period of time (see illustrative
csse ou correctness above). le will

often be impossible to aexmmine the
correctorss and cospletenuss of the
documentation izmediately 4ue to <cne
extensive amouut of figures, charts,

graphs, etc. The guarsatée provision
wust provida for an adequate period in
which the recipicat eay give notice of
any errors. Any gusraatee period should
oaly <commence after completioa or
correctioa of the documeatation.

Lisbility, exemptions. Sometimes
suppliers try cto restrict ctheir liabilicy
by sexcluding errors dus to aegligence
(see illustrazive example on
correctnass), by juaraanteaing the
completeness only to the best of his
knowladge. An objective standard, such
as "good woginasring practice in cthe
field”, ‘"latest stste of tha art”,
"identical with that wsed by che
supplier”", wmey give less cause for
different underscsading. The suppliar
may slso cry to exclude liability for
documentation which astems from chird
sources or to limit liabilicy by che
recipient's obligation to examine che
technology st oncs. Since it is
practically impossible for the recipienc
zo examine the completenass and




(d)

correctness of che documentation at the

-2 ~&
-ima - s ahsmassaTn

correct transmissionu of the techmology is
tke wost importanr individual aspact and

Bmamemons A amd sinse rha

esseatial prerequisite to ensure irfs
later working, the period to notify
errors should 30t eand before test runs
have been fianished.

Correcrive actiom. The =mainc remedy
should alvays be rtectification of the
faulc, since ths ohjective of the whole
transaction can ouly be fulfilled if the
documsntation 1is complete and correct-
As loag as vectification aas aoct taken
placa, the recipient should have the
cight to wirhhold part or all of his
paymuats. The right to liquidate direct
damages or even counsequential loss will
be w®more difficult <o obtain. all
remedies may be  wmodified by the
importance oi the fault. Thus, parties
may esclude or rescrict certain remadies
in case of ainor faults.

Faults in tha documentatics will delay
the completion and effeccive working of
the technology at the cecipient’s
premises. Therafore, "immedizte or
prompc’ verification is wost esseatial.
To avoid ambiguities, & precise timu span
may be added (“immedisiely, buc in a0
case later than x days after notificatioa
of the error or omission”).

Alternatives. A precise definition of
the ctechnology may be s3ufficienc where
the applicable law cocsiders this to be
an implied warrarty. But care should be
takea, since many laws underline the risk
inherent to Ctschaology and do ot
therefore apply chose implied wvarrancies
waich would be granted 1n case of other
coatracts, s.g. sales coantracts on goods.

Closs familiaricy of chs recipieant with
the techoology s.” slso be a subscitute
to & guarantes 't completeness and
correctuess. Wheo the recipient, due to
his knowledge of che techaology, can
himself judge uwhether che techanology as
described is correct and complete, he
does no: need a guarantes to Chat
effect. The recipient may have had the
necessary knowledge before entering into
negotistions, but he wmay also have
scquired it ia che course of negotiations
by means of consultsaantcs’ advice,
pradisciosure agreesents, look-and-see
sgreements or visits to the plaat of the
supplier.

Check-list

1. Specification of ctechaology as to
industrial property rights, secrec
and non~sacret documentsed know-how,
noa-documenced know-how.

2. Patents and other industrial

property rights:

= nusber of pateats

- councry of application,
registration

- present state of application,
revistration procedura

- title

v,

Docuwencts:

= type

- oumber

- reproducibilicy

~ laaguage

- measurements

- size of documeats

- scandards

-~ owaership

- safety instructioas

Non-documsnted tachnology:

= job dascription of sxperts involved
(see also Sect. 4.10 and 4.11)

~ reference to product to be
sanufactured

- tefereace to process to ba applied

-~ veference to field of use

=~ visit to tecipienc's plant

- oral or vritten explanations on
request

- inclusion of know-why

General criteria td describe

completeness and correctness:

- use of specific o: general language

= .ientical to that used oy the
supplier

- visits to supplier's plant

-~ latest developments known co
supplier

Relevant time for completeness and
correccness:

- up~to—date

- as of specified date

- as of date of conclusion of
coatract

- as of date ot government approval

- as of date of commeacesent of plaant
inscallation

Changes in documencation:

- reasons for cnanges

~ approval to chaages by other
partiss

- form of approval

=~ costs ian case of changes

- effects on guarantees ia case of
changes

Several parcies:

- approval of specific documeatation
by third parties (ea.g specific
planct design by civil engineer or
supplier, as the case may be)

- limitation to disclosure for
technology supplied by third
parties to supplier

Examination:

- responsibility of examination
- time of exsmination

- plan of examination
Liabilicy, exeapcions:

- standard

"good eogineering practice”
"lscest stace-of-the-art’
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T tha Sast of suppliac’s
xnowledge”
exclusion ol aegligence
~ unapproved chanyges
- technology from third sources
- time limics
- minor fauits

11. Correccive action:

- rectificatioa by supplier

- rectification by recipieat

-~ time elemen:

"immediately”, “promptly”

"aot lacer than x days after
aotice”

"within a reasonable time”

- withholding of paymeacs

- direct damages

- consequential losses

- reductioa of paymsuls

- termination of comtract

~ aullity of coatract

12. Alternatives:

- implied warranties
- technical cspscity of the recipieat

13. Legal rtequirements under applicable
law

LICENSING 07 CONSULTANCY SERVICES I[N INDIA

(ln coatiaustion o the ladian experience
on the ctransfer of technology, liceasing of
trade marks and consultancy services, the
firsc part of which we presenced in TIES
Newsletter No. 28 ot March 1985, we acvy
reprint cthe section on consultancy services.
The part ve reprint hereunder is Caken from s
paper =srittem by Mr. S. Kupur, Secretary to
the Goveroment, Punjab Traansport Departmsat at
Chandigarh, India.)

Coansulting and enginesring services
escablish the link between che supply of
knovledge and the desand for its use. Foxr the
purpose of this paper it is proposed chat
consulting services be co-related with pre—
investaent work, while leaving sside the Cerm
engineering to ideacify the desiga auod
calculation of work required co implement s
project (detailed eagineering). fngineering
work is also needed during the preparatica of
s project for evaluating technological
alternatives at the pre-feasibility stage and
for undertaking preliminary engineering at the
feasidilicy srage. Pre-investment work
demarcates the choice of ctechoology and
therefore the sllocation of resources. For
this reason, the developmeat of coasuliants
taking up pre-investment work stould have the
highest priorizy in the process of building
local techaological capsbilities.

Consulting services needed fur major
development projects in Ladia, such ss those
required by amodern industrisl enterprises ia
the developing countrias who find themsalves
in a similar situactioa to that of India at the
time of independence in 1947, were aslmosc
tocally secured froa external sources and in
many cases vere provided by Che suppliecrs of
equipment or finance with practicsally no
participation from local counterparts. The
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caivevsity departmeats, government and
aationsl research centres at best found 3
minor role with the foreign czosultants wostly
as individuals and oot as institutions.

However there has been a drasatic change
over tha past 38 years in lodia's position.
Side by side with the development ot
industrial production, the Indian cousultancy
organizatious aave also extensively developed
snd diversified their sctivities to meet Che

requirements of a vastly expandiag and
sophisticated iodustrial market. Besides
weeting domsstic Tequirements to [

coasiderable extent, chese organizstions have
stimulated the growth of exports ia the fora
of counsultancy services, engineeriag and
construction coatrsacts snd turnkey projects in
differeat countries in Africa, routhern aund
South East Asia and the Middle East. The main
aress in which such coasultancy services are
nov being provided are the coustruction of
power stations, road transport, railvay lines,
tosds, housing coloaies, wvater and sevage
systems, hotels, industrial establishments for
cotton textiles, cement, sugs-—, paper,
sgricultural wachinery, electronics,
pesticides, leather and taoning,
pharmaceuticals and sachine tools etc.

ladisn consultancy firms cover & wide
range of ipdustrial activity and cover cthe
esctire gamut of services such as planning,
markét surveys, preparation of feasibilicy
studies, project kmow—how, project engineering
aod coastruction in the fields of civil
engineering, industrial plant and wmachinery,
water treatment, pover generation,
transmission and discribution, and
refrigerstion equipment.

Mormally the preparstory phase activities
in relation to & project are divided 1iato
three categories: prcject idencification;
process definition; and supplier selection.

Table: Structure of the prepsratory ph’

Stage Type of ac’
Project definiction Pre—fessibilic, I

Process speacification
Supplier seleccioa

Feasibility studies
Eugineering specifi~
cacion and tender
iavitation

In the technology literature these categories
are equated with the preparsation of economic
and engineering based reporcs and analyses
which provide the basis for deciding on r"he
viability of the project. The link—up between
these activities and che aforementioned
zcategories is clearly shown in che sbove table.

While acquiring foreign technology ¢to
inzrease productive capacity is a legitimate
objective of industrial enterprises, in Indis
it is also believed that tha process of
acquiring technology from sbroad can provide a
unique and imporcant vehicle by which local
industry can substaatislly incraase ite
technological capsbilities and cherefore chose
of the economy as & whole. from chis
perspective, the whole transfer process should




be viswed not just 2as a eeans for acquiring
pioduciive Capacily &t tha Llowesl prica Sul as
a learuniag process which caa have wajor
positive long-tern effects upon the
development of rthe couniry's trchaological
capacity and ultimacely upon its vhole patte-un
of development snd economic growth.

Ducisions taken during the pre-investment
phase are crucial determinants of the degree
to which che transfer prezess coatributes to
the development of technological capacity. It
is believed rhat so far too little atteation
has been given to this stsge by resesarchers,
policy w=akers and wmost importaatly by
eaterprise manager: respoasible for technology
acquisition. As a rosult cf chis oceglect it
is Ddelieved chat important opportunities to
capture gains from Ctechnology traansfer have
been aissed. ’

It is in cthis context that the
development of consultancy capabilities has
been ygiven prisary importance in Iandian
policy. Para. 4.10 of cthe Technology Policy
Statement or Februsry 1983 reads:

4.10 Engineering Cousultaacy

Engineering consuitancy is a vital ares
for ensuring speedy Ccechaological and
iaduscrial develovmeat. It easures the

appropriate utilization of indigeoous
materials, plaac and machinery.
Engineering consultancy pcovides ac

essential link between R&D institutions
and industry, and thus prowmotes effective
transfer of ctechnology. Capability for
total systems engiaeering, process
developmeat and project management should
be developed wicth collaboration, Lf
required. Wheraver cspability exists,
utilizatioa will be promcted. Even vhere

foreign technical collaboration or
coasultancy is coasidered unavoidable,
associacion of designated Indisn
coasulcing engineering organizsations
would be preferred. ladigenous

engineering coasultancy, in both private
and public sectors, will be prosoted on a
sound professional basis in the context
of the overall national perspective of
technological self-reliance.

The guidelines, mentioned in Section LI ubove,
alsn clearly state that consultancy services
required to execute the project should
normally be obtsined from an Iadisn
consultancy firm. if foraign consultency is
also necessiry, sa Indian coasultancy firm
should be the prime consultant.

The chaerazteriscics of public
encatrprises, cthei ‘'raison d'dtre’ and ctheir
functions in 1udia have been excensively
analysed elsewhere and need aot be discussed
here. There is little doubt chat at the
presenc moment, the public sactor in India
faces severe problems end is experiencing a
major cricical onsleught from forces that
oppose its existeaca. Nevertheless it iemains
s crucial force in ladis because of its
commanding role in the industrial, natursl
resources and ianfrastruciuval seccors. By
exteasion it is involved in the acquisition of
foreign technology. In facc the Covernment of
India expects that the piblic eector will act
as an important, if not che principal, conduit

through which foreign technology is to Dde
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this _reason that public sector ccusuiting
Jrganizations such as MECON (metal
eacerprise), E.I.L. (oil-based technologies),
B.u.E.L. (pover generacion equipment),
R.1.T.e.5. (railvay coansultants), N.T.P.C.
(thermal and hydroelectric power projects),
3.1.0.C. ‘general coansultaats), E.T.T.D.C.
(electronics projects) etc. have been created
and encoursged by the Government. Publie
financial institucions have aiso sec up
technical consultancy organizations to proviae
teady consultancy to aiddle-level
entrepreneurs. The National Planning
Commission set up a2 Committee on Technical
Consultancy Services which submitted its
report in 1970 regarding the channelling of
aational effor.s to develop Iadiaa coasultancy
firms in an appropriste tT. A ber of
public policy supports were jrovided to boost
the confidence and capadility of cthese
orgenizations. Eqgineering and consultancy
firms are ealisted by the Miaistry of
Industry. Foreign collaborations are also
permitted by Indian coasultancy firms oan the
following grounds:

(a) Where the technology is aot
svailable in India;

(b) Where, although the ctechnology is
available, the Indien firm wast. ~o
strengchen its techaology base; or

(¢c) Where the Indian firm proposes Co
obtain collaboration tn increase the
export potential.

Thirty-three swh collaboratioas were
approved during the period 1977-1934.

India expects its ‘ndigenous <cousultancy
capability to pave the way for unpackaeging of
technology. Over the years thers has Deen a
gradusl movement away from absolute dependence
on "project psckage” purchase of technology
towards licensing contracts, purchase of
patencs and knov-how and foreign ctechaical
assistance. This has involved a shift from
wholly owned subsidiaries of foreign companies
to joint ventu~3s and wminority participation
of technology suppliers as well as to outrignc
purchase of technology. Various componeats of
the technology package are now analysed in a
bid to separate them wherever practicable and
to obtain them from incigenous and other
sources. In all technology con racts,
increasing attention is being ziven 1o the
terms and coaditions, particularly those

concerning costs, means of payment,
restrictive clauses, use of domesCic
resources, duration of contracc, exports,

patents etc. Among the problems <faced in
unpackaging technology aze:

(a) Excessively broad technology
packsges, preventing both
selectivity and cost reduction
through negotiacions;

(b) Raestrictions on adequate control
over use and sdeptaction of
technology,;

(c¢) lnippropriace purchase of raw

materials, components, spares sand
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zapital goods, even vhere Dbatzer
oprions ex1isc;

(4) Cnasts of ctransier of ctaechoology are
high and rising.

digh priority is increasingly assigoed to
unpackaging of isported ctechnology in otder to
e’ sure that oaly the esseatisl constituents of
technology package are imported. It is
sought to ensure that indigenous capabilities
are fully utilized for gradual eliminatioa of
dependence on isported techaology.

The Indian Parliamenc's Committee on
Public Undertakings undertcok a detsiled and
comprehensive study of foreign collaboracioa
agreements of public sector undertakiags and
made & serius of recommendatioas in their
89th report (Fifth Lok Sabha 1975-1976). The
Bureau of Public EaCerprisas thereafcer issued
a revised set of guidelines for public seccor
undertakings ia 1977, Based oa Chase 3
check-list has been prepared for negotiating
and approving coansultaacy arrangemants. Thais
can be useful both for the public as well as
the private sector. The isportant points Co
be observed are:

1. Basis for foreign collabcration and
selection of technology

(a) Foreign consultancy ought to be of
high prioricy and ia areas where
techaicsl know-how, materisls and talents
are not indigenously available.

(b) ln wmaking the choice of techunology
care shculd be raken to safeguard agsinst
obsolescence and incompatibility in order
to ensure that the techiolojy salacted is
not oaly cthe wmost wmsodern but also
appropriste to ladian coandicions.

(¢) An Indisn consultant should also be
associsted from the vaery beginaing.

(d) ia the public and private sectors a
largse capacity tor waaufscturing
processing units has slready Dveen built
up. For example, the Heavy fagineering
Corporation, HWMCO and SHPY have Che
capacity to manufacture steel plants,
largs-scale cosl miniag machinery and
port handling equipment, sschinery and
equipmear for the petrochemicsl and
fertilizer industries etc. There should
be a mesningfu! co-ordination betwesn
thess large sachi-ery manufscturing uvaits
and the processing undertakings so chat
an indigenous sanufacture of sachinery
and equipment may be undertaken vith the
sid of foreign ctechnology aad know~how
vhere absolutely essencial sad vhere this
co-ordination could be csrried out in as
integraced a manaer as possible so as co
satisfactorily meet the requirements of
the processinog industry as wvell as rhe
objectives of indigenizatioa.

(¢) Iodian enterprises wsust kaep &
careful wvatch on the 1aprove~
sants/developmants in technology knowhow
takiag place slsewhare so as to avail
themselves of the facilicies through the
collaborscion sgresmencs.
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1. Parties t9 the contract

(a) The principal party to the agreement
should have the necessary expertise and
proven axperisace in the field forming
the subject-matter cf the cootract and
should not be dependcnt on other parties
for its successful performences.

(b) Ia most caces the foceign
collaborator wil! sisultaneously have tire
role of coasultant a.d supplier, but in
time there will he separate agencies for
consultancy asnd supply. la such cases
their roles sho:ld be distinctly
specified.

3. Selection of consultsnts/suppliers

(a) The foreign collaborstor should bde
chosen on the basis of proven process
technology and oan the bisis of his
teliability co complete the work within
the stipulsted period.

(b) Interconnected 14 subsidiary
contracts should also be finalized at the
same Cime as the main coatract.

4. Pyr ose and scope of the coatract

The purpose and scope of the contract
should be clearly defined. If a project
requires any change due to unforeseen
circumstances sfter :he coasultancy 2, ‘eement
is signed, necessary provision should be made
avgilable enabling such changes.

5. Supply of know—how

(a) The project wmsy be brokea into
sub-elements Co ¢nsure that designs and
processes ars -dtained from rae wmosc
suitable manufacturers in the vorld.

{b) The improveasnts effected Sv
collaborstors to tha dasigns/processss/
equipment supplied oy chem wunder Che
agreement would be made available to the
coatrscting ladian party.

(¢) la cases where wmachine:y aad
equipment and technologies are importead
from different sources chere should be
strictes incegrated planaing snd
co-ordination with & view to obviating
suy difficulties ian commissioning the
plants and putting to effective use Che
1astalled capacitiss and achieving
saxisum results.

6. Decsiled working drawings and
og_c_‘xti.cuiou

(a) Supply of information and data on
design and development including detailed
drevings, design sheets, specificetions
sod calcrlastions by che coasulcaants
should *“+ ensured on & regular snd
continuous basis for a clearly specified
period.

(b) lc has been axperisnced that supply
of mere documentation by the
collaborstors has been an impediment ia
the transfer and sesiailation of




. techaical knov-how fer production
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desiga sheets, specifications and design
calculations should be insisted on.

(c) Relevant clauses should contain such
details as quality of vaw waterials,
specifications for subatitute aaterials
sod alternative suitable processes, etc.

7. Payment of know—how fess

Where the agreemant provides for psyment
of know-hov fees in instalments, a sufficieat
interval may be allcwed between instalments to
permit completion of sll formalicies aad
procedural requirements.

8. Limitstioa of the duties of
coasultants/suppliers

The consultant's recommendation shall not
be mandatory in aature. The final decision in
aay matter, technical or economic, shall rest
with the undertsking/Indian Government. The
respousibility of the consultants vis-d-vis
that of the asnagement should be clearly set
out. The coasultsat should oot have a frie
hand o commit the w=managemeac of the
undertaking without prior coasultation.

9. Schedule of indigenous equipment/
components and supplies

(a) Msximua indigeaous participacion in
design aud manufacturs should be ensured.

(b) Break—up of sub-assemblies  and
component prices may be indicated in the
coatract itself.

(c) It might be advisable to first
sectle cthe prices of the msin equipment
on a competitive commercial basis and
then easure that the ctotal prices of
sub—assemblies and components is as close
to the price of the main equipment as
possible.

(d) It should be ensured that the
schedule of delivery of iadigenous
equipment is synchroaized with that of
the imported equipment in order to avoid
delays in erecting aand cowmissioniag
plaats which w®ay occur due <o the
non-supply of indigenous equipment in
Cime.

10. Resunarstior for coasultancy service

(a) Paywent of licence fee may be splic
into txo parts - che first half being
paysble for the granting of the right to
set up the planc iacludiag supply of
drawings, design dats, etc. and Cche
second half asfter commissioning of the
plant.

(b) Sowae agreesments provide chat the
last instslment of the licence fae
becomes payable within 2 specified period
from the effective date of the
agreemanc. [a such cases, if the
completion of the project is delayed, che
last instalment of che fee Dbecomes
paysble before the guarantes test runs
ara held, with che result chat cthe

licensor has ao (inancial liabdility for
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guarantes Cest rtuns are held beyurd the
period wentioned in Cthe agreemeat. To
overcoms this difficulty the licensor may
be asked (i) to extend the specified
period as facr as possidle, o= (1i) co bde
responsible for the process JuaranCees
even after the last iastalmant of the
licence f2e has been paid.

(¢) Ia case of delay in executioa or
unsatisfactory performance in additica to
the clause of liquidated damages, etc., a
right to postpone the paymseat of
instalment could be secured.

(d) Fixing of remuneration as a
percentage of the ctotal cost of the
project or as & perceantage of the cost of
plant sad mschinery is opea to objecticn
is the incentive for economy in designing
is thereby lost. Secondly, it would be
difficult to know ia advance what the

-commitments would be on account of che

coasultants' tee. Thirdly, ic might
result in an unintended henefit on
account of the increase io cost of work
due to extransous reasons such as
contractor's delays and failures. In
order to avoid these difficulties the fee
should te calculated on the basis of the
estimated cost as wmuch as possible vhen
based on ¢ perceantage and be expressed in
the coasultancy agreement as s definite
figure. 1f oaecessary, provision may be
nade for varying the figure by
negotistioa if the scope of the project
is changed as a result of which &
substaatial change will occur in che
natire of the work to be performed by the
coasultants.

(e¢) Where an agreed fixed fes is paysble
either in & lump sum or in instalmencs
and wheare the consultants require &
portion of che fee to be paid within a
few days of the agreement being signed,
it would be necessary cto limit the
payment ¢€o as small an amount as
practicable. The payment of the
remsining aemounts wmay Dde wmade in
instalments at different stages, e.g. on
the submission of the project reports, on
submission of drawings and designs,
during the erection period snd when the
plant has gons into production and gives
& satisfactory performance. It would be
essential that it be possible to withhold
the last instslment in the event of a
serious defect or failure. The number of
inscalmencs should, as far as
practicable, be related to the amount of
vork accomplished.

(£) Certain facilities may have to be
made available to the consultancs in
tegard to resideancial and otfice
sccommodstion, travelling allowances both
from cthe pareant councry to India and
withio ladia, provision of veniclas,
equipmenc, medicsl facilities, etc. when
assessing the remunerscion, the iaclusion
of such benefits snould be clearly borne
in mind.

(g) Some of the items of work may have
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1: he d2ns in £nas canet> | while others
miy have to be dons wyraide. e is
necessary rerefory; thee [} clear
indication te givec wvith rvegard to both
so as to degeTwiae che amount of
remuneration. v weuld also be useful to
include in the egrexsent 3 list of scaif
=hat would Bc pusted witnin the country
so that co coaiicioa or dispute can arise
at a later astage. 3 part of the fee
corresponaisy, & iha poction of tha work
to be daose in iwta should be paid in
noa-convertiblsy Ind.un rupees.

() The za:.-.am cspacts ia respect of
the rep e a.:on, saiaries, eic. to be
paid shouls “« xept ia miad and oot left
open.

(i) If wnszer’als are supplied co the
collaborcrors/inatractors for completion
of the gisnt, cthe 'issua races' covering
storage and dcepsrtmentsl charges should
be agreed upon in advaace. This aspect
should be finalized at the time of
conci. 'n of the agreementi. Tenders say
be iav: on the basis of the project
supplying such materials and slso oa the
basis of che coatractor furnishing sll
the materials.

11. Location ot sites

Advice from the Cforeign consultants on
the locacion of plants should be sought only
in exceptional cases, since Ladian experience
and expertise is adequace in setring wup
industrial undertakings. The functiocas of the
planning and developaent units set up in some
srojects zlso include studies on location.
Occasion for seeking che advice of foreign
coasultants should, therefore, be confined
oaly co such projects for which Iadia has no
experience at all.

12. Duration of agreement

The agreement should be for a definite
period and should be fixed on a realistic but
strict basis according to the merits of each
case and in close coasultaction with the
enterprise concerned.

13. Guarantee on performancs and
malntenance of qualicy

(a) The performance guarantese bond
should clearly indicace che liability of
the consultant tor unsatisfactory
performance and aon-fulfilmeat of the
contract in respect of quality, faultiess
speration, and level of production etc.

(t) Cuarantee clauses relating to che
professional compecance of technicians
deputed as also for cthe accuracy of
documents swplied should provide the
right of claiming damsges and replacement
of the defective supplies.

14, Penalcy clause

(a) A clause for raecovery of liquidated
damages should be included (in addicion
to che right .to terminate Cthe agreement
in case of delay ia sxecuCtion or
unsatistaccory perforssnce) and aleo &

right to postpone the paywent of every
instalment ia such a situation should be
secured. It may also be desirable in
many cases Co have a performance
guarantee bond directly enforceable by
the encerprise with rezgard <co the
functioning of equipment and the like.

(b) Where possible penalty cluuses for
non-adherence to the commitied celivery
schedules of equipment, comnnencs,
materials, designs, specificactions,
wnow-how, etc. should be provided.

15. lodemnities

The consultancy agreement should provide
a safeguard to the public enterprises in the
coatingency of any infringmeaut of patent
rights and other claims by third parties.

18. Arbitratiou

The Indian Arbitracion acc is definicive
and it should normally be possiola to include
the provision of arbitracion ia che
collaboratiou a-veement in conformity wvith the
Indian ArbitraZioa Act 194U, However, in
cases of collaboration agreemencs for
sophisticated cechnology where there aay Oe
few coilaborators, the arbitration aay have o
follow the rules and regulations of the
International Chambers of Commerce, 1if so
insisted upon. Even in such cases the venue
for arbicration should as far as possible be
in India. The aumber of arbitrators, umpires
and cheir nationality should be indicated.

© 17. Law of the country

The contracts, particularly those with
foreign parties, should contain an express
provision as to the lav by which cthey are Co
be governed. Lt would be desirable wherever
possible to scate rhat che contracts are
governed by lndian Law.

18. Notices for termination of agreement

There should be & clause for preaature
termination of a consultancy sgreement in case
the work is found to be unsatisfactory or not
suitable. There should also be an indication
regarding the manner of settling accounts in
cases where such contingency arises. As far
as possible, the amount of remuneration should
spproximate the amount of work sctualiy done
and legitimate expenses incurred Dby the
consultants. It should also be claarly laid
dovn that whatever work haes been done by
cousulcants sha'l be the property of the
employer and all opapers, drawing, designs,
etc. should be sicured in suitable form before
final payments are mada.

19. Approval of Lovernsent

All such agreements have to be approved
by the Government as p¢r the procedure
described in Section ([l belure remitcances on
account of these can be made.
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Expert Group Meeting on Guidelines and Master
Agreemeats for cthe Import, Assembly aad
Manufacture of Agricultural HMachinery and
Training, Yienna, 6-10Q may 1985

Third Meeting of the Advisory Panel on

Petrochemicals, Vienna, 3-5 June 1985

Nemibia -
Vienns,

Council for
Plenary Meeticgs,

United Ngtions
Extraordinary
3=7 June 1985

Expert Group Meeting for the laniriation of a
Regional Networx for Hicroelectrouics in the
ECLAC Ragion, Laracas. Venezuels, 3-7 Juane 1985

United Nations Commission on Iocernacional
Trade Lav, eigtteenth sessioan
(Gener: Assembly resolurion 2205 (XXI)),
Vieana, 3-11 June 1l¥85

Second vonsultation oa the Capital Gools
Industry and Eaergy-related Techunology and
Zquipmenc, Stockholm, Sweden, 10-14 June 1985

High-level Intergovernmeatal Meecing on
Agro-ladustry Development, Brasilia, Brazil,
10-14 June 1985

Expert Group Meeting on Strengthening of
National [ndustrial Training of lastitucions,
Vieans, June 1985

UNCITRAL Expert Group on Che New loternaticnal
Economic Urder, Vienns, 2-6 September 1935

Expert Group Meating oa [adustrial
Co-operation in the Field of Agricultural
Machinery Design and Manufacture with Special
Eaphasis on the Role of cthe Hedium- aad
Small-scale Encerprises, <Jaracas, Venezuela,
23-26 September 1985

Ad hoc Panel of Experts in the Pharmaceutical
Industry on Contractual Arrangesents, Vienua,
3rd quarter 1985

Investment ?romotion Meating for Ecuador,
Ecuador, November 1985

Investment Promotion Meeting for Mexico,
Mexico, Movember 1985 (tentative)

Investmant Promotion Meetirg for Central

Africa, Libreville, Gaboa, %4~9 December 1985
Third Consultation on <che Petrochemicals

Industry, place to be determined, &4ch quarter
1985
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1D/326. Development and cransfer of
techaology sesries No. 22, laformacics for
induscrial development (IS3N U250-801X).

[D/326/abstrace.

UNIDO/ IS .507/add .V .  Elecctric power equivaent
production in developing couutries: Jptiorns
and strategies. Ao analysis of 11 councry
case studies. Scacistical daca. Sectoral
Working Paper Series Mo. 25, Volums L[I.

UNINO/15.514. The I1diom user's handbook for
pclicy-orienced model-structures. World
Modelling Working Paper.

UNIDO/IS.5L7. Zfrica in figures.

UNIDO/1S.519. Tariff and noun-tariff weasures
in the vorld trade of oilseeds, vegerable oils
aad related products (prepared by the UNCTAD
secretariar). Sectoral Working Paper Series

No. 2¥.

UNIDO/IS.51. Advisory Group Meetinl on
Applied Microbiology, Nairobi, Kenya,
6-9 March 1985. The role of the Ilaternational
Ceatre for Genectic Engineering ard

Biotechnology in foscering development chrough
applied microbiology.

UNIDO/LS.522, mid-decade . review of the
implementation of che Vienna Proyramme of
Actlion.

LD/B/ 34U,
Director, 1984

Aanual report of the Executive
{ISSN 0250-TusY)
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participation
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