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Dear Reader. 

Jn our previous notes. we have presented the many facets of the UNIOO programme on 
technology acquisition and negotiation. The essence of this programme focuses on the creation 
and strengthening of mechanisms that will facilitate the flow of technology from developed to 
developing countries: thus the attention to technological access. the selection. evaluation and 
acquisition of technology and technological cooperation. This programme is however but one 
of the element-. of a closely interrelated package of programmes which UNIOO has developed 
in an attempt to lend ,;tality to the concept of industrial cooperatio:i. 

The merger in July this year of the Industrial Technology Development Di\ision and the 
Industrial Technology Promotion Di\ision into one Division. henceforth known as the Tech­
nology Development and Promotion Division. is meant to give an intense focus to the efforts 
of t;NIDO in promoting the development. transfer and application of industrial technology in 
developing countries. Thi-. is undertaken through a variety of promotional services addressed 
to delivery of industrial and technological information; increasing awareness on new tech­
nologies; strengthening long-term technological capability panicularly through the creation of 
international and regional centres: strengthening capabilities for technology acquisition and 
export. a-. well as for technology management and technology policy formulation. 

UNIDO ha-; also developed strong programmes in investment promotion services. industrial 
studies and research and a system of intergovernmental corL-;ultations on the future of specific 
sectors of industry. Its ability to enter into direct cooperation with both private and public 
industrial enterprises in developed and developing oountries alike ha" given way to a very 
effective interaction with industry. so much so that the cooperating companies have. in some 
ca-.es. heen prepared to fund UNIOO so that it can exercise its intermediary role to the full. 

UNIDO attaches panicular imponance to promoting Nonh-South investment and flows of 
technology from industrialized to developing countries and among developing countries 
them-.elves. The primary instruments for investment promotion activities are the investment 
promotion fora which are usually preceded or accompanied by a workshop/seminar on 
technology transfer and joint venture negotiations; and a network of investment promotion 
services located in industrialized countries and financed by r~spective government". These 
services exist in Cologne, Milan. Paris. Seoul, Tokyo. Vienna. Warsaw, Wa<;hington and 
Zurich. They a"sist in identifying partners to spon,.or projects in developing countries and 
prmide these countries with direct acces." to technological. managerial and financial a"sis­
tance. 

From a glohal per~pective, the working environment is fa,.t changing and exposed to 
various complexities: the increasing globalization of industrial and technology markets, 
accelerating advances in technology and short lead times for their commercialization. 
regional market integration movements, liberalization in investment and technology 
regimes. changing approaches to intellectual property, impact of debt burdens and 
concerns for energy efficiency and environment sustainability. UNIDO keeps a sharp eye 
on these major changes and makes corresponding adjustments in its programme instru­
ments to more effectively deal with the challenges of a changing world. 

Technology Acquisition and Negotiation Section 
Technology Development and Promotion Division 
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UNIDONEWS 

BUILD-OPERATE 
TRANSFER (BOT) 
GUIDELINES UNDER PREPARATION 

' .. Jhal is the philosophy behind the use of the BOT 
l'l' scheme? ls BOT contracting an entirely new type 
of contract or is it s:mply a new technique of combining 
or grouping already known contracts used in CODSlruc­
tion and in financing of large industrial plants or in­
fra'ilructural projects? What needs arc there that a 
BOT scheme can meet but which traditional contract­
ing cannot? What is the nature and configuration of 
ri"ib in a BOT scheme compared with the traditional 
ri'ik ~ructure, say of pure turn-key arrangements. con­
sidering the many parties involved? How should the 
di'itn"hution of ri'iks be managed? What in fact. arc these 
ri'ib and how should they be met? 

These are a few of the questions that will be tackled 
by a group of experts being organi7.cd by UNIDO to 
prepare a set of guidelines on the development, 
negotiation and contracting of BOT contractual arran­
gcmcnls. 

One of the lla'iic purposes of the guidelines is to 
make all parties aware of the changing character of risks 
in a BOT scheme as compared to the standard and 
traditional contractual structure used in the coostruc­
lion of large plants. At the same time, the Guidelines 
shall point oul methods on bow to meet the new risks 
and how lo differentiate between the risks that should 
Ile decrca.~d or minimi7.cd and lhosc thal arc un­
avoidable. 

Among I he subjects to be covered by the Guidelines 
arc: an overview of the BOT concept; development of 
1hc BOT concept; the legislative framework; tendering; 
ha'iic features of multiple contracts involved; contrac­
tual is.~ues of contracts involved; the risk structure or 
parties involved; financing; in.'iurancc; period of opera­
tion and transfer of ownership. 

The group of experts arc expected lo meet in 
December thi'i year al UNIDO's headquarters in Vien­
na. ll is foreseen lhal the guidelines will be in t~ir fmaJ 
form hy lhe middle of 1993. 

TANZANIA 
TECHNOLOGY TRANSFER NEGOTIA­
TION COURSE 

UNIDO, in cooperation with the Tanzanian Com­
mission OD Science and Technology (COS!'ECH), 

organi7.ed a training course on Technology Transfer 
Negotiation and Contracting in ZaDZil>ar (United 
Republic of Tanzania) from 28 September to 2 October 
1992. 

The course was attended by senior cxccutivcs and 
managers of national government institutions and 
private eoterpriscs dealing with technology evaluation, 
acquisition and negotiation as well as by representatives 
of R&D institutes involved with technology develop­
ment. National experts contributed to the workshop by 
elaborating OD the Tanzanian experience in such area.'i 
as technology transfer and development in the textile 
indusuy; networking of technological information; the 
locali7.ation process of imported technology; technol­
ogy contracting and negotiating; and a <"asc study on the 
experience of a Tanzanian company in technology ac­
quisition and development. 

The organization or this training course falls under a 
project of technical assistance to the Government or the 
United Republic of Tanzania which aims to establish a 
central mechanism that will coordinate, integrate and 
consolidate efforts of various government institutions in 
the areas of technology transfer and development. The 
training component aims at enhancing awareness of 
ncgotialors on the broad range of issues of critical 
importance in the succcssf ul acquisition and ncgotia-
1ion of foreign technologies; to strengthen their 
negotiating skills; and to identify slrategies in the 
negotiation of contracts and in the preparation of the 
conlractual package. 

UNIDO TECHNOLOGY 
TRANSFER NEGOTIATION 
MANUAL 
LES forms Ad Hoc Committee 

A s part of the UNJ~~-~E.li C~ral~on in the field 
~,f lcchnology acquas1l1on, the Licensing Executive~ 
Society (LE.~) recently formed an Ad Hoc commillec 
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ltl rc\ic" and a ... ,cs..o; the l"~IDO \lanual on Tttln1ol­
~ Transru Segotiations as a means of as..,.isting 
l"~IDO in its final l·omplction. UNIDO i." forming ils 
own 1:ommit1ee for a similar re\iew. 

The LE"i Ad Hoc: cummittee is chaired by Dr. Ar­
thur Wolff. President l~r LES Au...,tria with membership 
consi.\ling or Messrs. Michael Burnside or the UK. 
Roben Ciold4'Cheider of lhc lntemalional Licensing 
~etwork Ltd. or the USA and Paul Passley or Monsan-
10. USA, all or v;fmm !>Cf\'C on the committee on a 
mlun1ary ha.'iis. The scope of lhc review will cm;er 
formal. quali1~·. suilahili1y and comprchensn-cness. 

- ---
h L'\ !he inh:nlion 1ha1 ar1cr lhc rcspcl1i\'C re\iews h~ 

lhe LES .-Id Hoc: committee and the lfNIDO commit­
lcc, a joinl LE'i-llNIDO meeting will he convened lo 
prcSCnl the rcsuhs or lhe a'iSCSSmcnl and make joint 
recommendations on the remaining \\l1rk lo he done in 
order lo finali1e lhe l\lanual. Through lhis joint 
UNIDO-LE'i work. i1 i.'i cn,isioned lhal lhe Manual 
\\ill reflect the coru.cnsual \ll"WS on lhc i.o;sucs surround­
ing lechnology transfer and licensing and as such could 
be regarded as a sound profcs..'iional lool for prac-
1i1ioncrs and ncgolialors in general .. both from dc,-clop­
ing and <k·,·clopcd counlries. 

REGISTRY NEWS 

REPUBLIC OF KOREA 
BROADENED TAX BENEFITS FOR 
FOREIGN TECHNOLOGY PRO\'lDERS 

T.1strengthen1hc compclitivcness orlocal manufac­
luring industry by promoling lhc importation or 

certain advanced technologies. ~he Korean government 
reccnlly announced its plan lo broaden the range of lax 
henefits availaMe to foreign techrology providers. 

The plan first cnvi.ugcs an extension or the period of 
royally income lax exemption. Under the presenl 
rcgula1ion, the five year period or tax exemption stans 
to run from the dale or the relevant authority·s accep­
tance of a repon on the underlying technology transfer 
agreemenl. According to the announced revi.'iion, the 
five-year period will he compuled from "date ofthc first 
!>ale of a licensed product'". 

Through this change, the tax exemption period 
granted lo a qualified foreign technology tran.<;fcror will 
in effect he suhs1an1ially extended, as ii normally takes 
a considerahlc period of lime for a local licensee lo 
inve!il, develop and marker the licensed product, even 
afler 1he reponing procedure ha..\ heen compleled. 

The announccmenl further contemplales an cxpan· 
sion of 1hc lcchnologies eligible for 1he treatmcnl of 
royally income lax exemption. The currenl list com­
pri!iC\ 71 areas of indU!ilry, including: preci'iion lest 
equipment, optical inslrumcnl!i, NC machinery, inter­
nal combus1ion engines; computers and peripherals, 
memory media. computer netwnrking and sofliwarc, 
indu:r.lrial cnnlrol appara1us, laser gcncralion and ap­
plicalion. optical communication; syn1hc1ic polymcr!i, 
raw and intermediate medicinal produch, raw and in· 
lcrmediatc aizrochcmical~. ('f(" <,uhslitule..'i. functional 

paint compllsilion; genclic engineering; ahernati,·c 
energy and generation; pollulion control indu.'itry, and 
the like. 

(Reprinted with pcrmi..o;sion from World latdkctual 
Property •port. Vol. 6, No. 6, p.161 (June 1992). 
Copyright 1992 by the Bureau of Na1ional Affairs. Inc .. 
Wa.o;hington D.C. 20037). 

REPUBLIC OF KOREA 
REGULATIONS ON INTERNATIONAL 
LICENSING 

The 1wo basic policies followed by the Korean 
governmenl in regulating international licensing 

agrecmenls arc to manage foreign exchange and 
prohibit anti-competitive trade practicc:r.. 

From the point of "icw or unfair or anti-compcliti\'C 
lrade pracliccs, Korean anlitru.<,t law is not highly 
developed. Rather 1nan relying, as common law 
counlries do, on post-agreement court atlacks to sup· 
prc!>s monopolistic or tnli-compelilive hehaviour, thc 
Korean s~tem provide: for ministerial review of intcr­
nalional licen·.ing cnnlracl~. While lhis sy!item some­
times appears to he a hurden on compclent parlie,· 
freedom of conlracl, there i:r. the ot1"ious advanlage of 
ending up with an agreement a11proved in ad~·ance hy 
the government 

l 'nder the Korean Forei~ ('Jpilal lnduccmcnl Acl 
( F("IA ). inlcrnalional liccn..,init a~ccmenl\ mu,1 tx· 
reported 101hc c•1mnc1cn1 mini,1ry ( Ar1id1· Z.\). 

Tlf'S \'r~ 1/rfl!•r \'o . ./fi 
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ThL· n:o:i\in~ minisl~ re\iews lhc ~"Teemenl prin­
cipal!~· in 1erm' lll" m~·all~· am,,unl and cunlract period. 
\l.ilh forei~ exl·hange consideralions foremost in mind. 
A o'py· llf lhe reporl is abo scnl lo lhe Fair Trade 
C:ommi!i..,.ion (FTC). which re\-iews lhe inlemalional 
licensing agn:emcnl hl dclcrrninc whclhcr il con!ains 
any prn\isions lhal arc prnhibi1t·d as unfair trade prac­
tices under Article 5 of the FTCs Puhlic Notice l)t).C)_ 

The Ff Cs own juri~iction O\"Cr international licensing 
agrecmenls i.."i sci forth in the Monopoly Regulalion and 
Fair Trade Act (Arliclc 33). 

The recci\-ing mini"ilry lhcn combines ils own re\iew 
wilh 1he FTCs and decides whclher lo accept or rcfu."iC 
lhe reporl. i.e. whclher lo appnm: or reject the inler­
national licen.,.ing agreement. Wilhoul the minislry"s 
prior appnwal. the Korean licensee will he unable lo 
remit myahies. 

Ll nder lhe current rules. cerlain categories oflicence 
arc exempted from ministerial 'FTC rt.·view, i.e. where 
the contract period i"i no longer than three years or the 
royally rate or amounl i.."i below a <.-crtain level no rcporl 
of the licensing agrccmcnl is required. The only for­
malily thal appears in lhcse exempted ca.'iCs is obtaining 
appr•wal from a foreign exchange hank in Korea. whose 
approval i.."i almost aulomalic. 

Rettnt lrmd towards grntrr librrality: The recent 
trend in rc\icwing inlcrnalional liccn."iC agrccmenls is 
toward<; a p;rcater liberality in appro\-ing lhe parties· 
agreed contract period-; and royally rates. There have 
been fewer mini"ilcrial requests lo reduce royalties 
and'or lhe conlract pcriod. ll should he nolcd however. 
thal lhe hcp;inning of lhi.."i lib.:rali7ing lrcnd was in lhe 
period when Korea enjoyed a lrade ,;urplu.-;; al the 
present time, and for the foreseeable fulurc, trade 
dcficil:r. arc the rule. 

Unfair lradr practias: Concerning unfair trade 
practicc:r., there has not hccn a noliceaote increase in 
parties' freedom of contract, with the FTC continuing 
1hc same strong enforcement of its policic:r.. 

The following lran:r.latinn of Article 5 of FTC Puhlic 
!'liotice 90-9 reveal:<. that most of the prohihitcd contract 
h:rm:r. arc lradilionally recognized anti-competitive 
provisions. :r.uch as tying agreements, divi:r.ion of 
markets, control of sales activities, prohibition of com­
petition, palcnl and know·howgranthack:r. and payment 
of royalties after termination of expiry of the license 
a~ecmenl. It :r.hould he noted that Article 5 applies lo 
trademark licensing ap;reement:r. a:r. well a:r. lo licenses 
for patents and know-how. 

PROHIBITED CONTRACT TERMS 
U~DER ARTICLE 5 OF FTC PUBLIC 
NOTICE 90-9 (UNFAIR PROVISIONS IN 
,TECHNOLOGY INDUCEMENT AGREE· 
MF:~TS) 

, I. Any provi~ion hy whi('h lhe technology rccipicnl 
,i .. unn·a .. onahly ohli~alcd lo purchase from 1he forci~ 
, .. upplier or a per<.on tlc,i,.:nat~·d hy him, raw maleriat ... 

Tl fS \·r1n!rtrt·r So. ,,., 

, 

parts.. equipment and other rdL·\·ant item' required by· 
the h:chnolo~.~- recipient h' manufacture the pnldul1S 
(hereafter rcfem:d to as -eon1ral"l pnldUl1s"") v.ith lhc 
U."iC of lhc technology supplied by the foreign supplier 
(hereafter "contract lcchnolog]o·-); 

!. Any prlnision thal pwhibils lhc h:chn,,lugy 
recipient from selling or exporling contract pnlducts in 
terrilorics other lhan the ·rcstri1.1ed territories· li."ited 
below or llllligales lhc technology recipient to obtain 
the lcchnology supplier·s prior appnwal to sell or ex­
port there. Rcslrictcd lerritories arc defined as: 

(a) terrilories in which the lechnol•.lgy supplier has 
prc\iously n.-gi"ilcrcd lhe contract tcchnolor.-

(b) territories in which the technology supplier 
has been engaged in regular sales acti\itics ~ilh 
respect lo the contract products; 

(c) tcrrilorics in which a third party has acquired 
the right from the lechnrnogy supplier to sell the 
contract products exclusively: and 

( d) lcrrilorics lo which the export of the contract 
products is rcslrictcd under the laws of the tech­
nology supplier·s country. 

3. Any pro\ision hy which restrictions arc imposed 
upon sales outlets, amount of sales, method of sale:r. and 
resale price of the contract products; however. lhis 
provision docs not apply where the technology supplier 
allows the technology recipient lo sell or cxporl the 
contracl r•roducts into a restricted territory as 
described in 2. above and subscquenlly lhe technology 
recipient docs !tell or cxporl there; 

4. Any provision hy which the technology supplier 
doc:r. not grant lo the technology recipient a right lo u~ 
the conlraCl technology exclusively and n::r.lrains him 
from dealing in competitive or similar pnlduct!'I. or 
u.o;ingcon;pclitivc or :r.imilar technology during the term 
of the contract; 

5. Any prO\·i:r.ion that rclilricts the lechnology 
recipient from dealing in rnmpclitivc or similar 
producls, or using compctili\·e or similar technology for 
a considcrahle period of time after eilhcr the expiration 
ohhc term ohhc contract or an carly1crmina1ion orthc 
contract; howc·•er, this pro\ision :r.hall nol apply if the 
early termination of the conlracl i:r. aurihutahlc to the 
malfca:r.ancc of I he technology recipient and I he peri1ld 
of the re:r.tric1ion i:r. within the term of 1he original 
conlract; 

''·Any provi:r.ion hy which lhc technology recipicnl 
i:r. prohihited or reslrained from using the fnllowin~ 
technology continuou.o;ly after lhc expiry of lhe contract 
or in the event 1•f an early terminalinn of lhe conlracl: 
lcehnology other lhan that which 1he tcch11oloo- sup· 
plier has ci1clusivc righ1s to, such as indus1rial properly 
riithls. nr technology the exdu~ive nature of which i' 
extingui~hcd aflerthe lime of rnnlractin~ hul hdore 1he 
lime of eJ<piry or lermin.11ion; howe\er, 1hi' pro\i,i11n 
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'hall nlll apply in the C\'Cnt that the early terminalioo of 
1hc contra~"I i_, anrihutahle to the lechnology recipient; 

7. Any pnwio;ion by which the technology supplier is 
cnlitlcd to unila1crally determine the method for the 
calculation of royalties "";rhout specif)ing it in the 
agreement; 

8. Any prmision by which the royalties arc imposed 
upon products other shan the contract products 
manufactured or sold with the use of the contract tech­
nology during the term of the contract; 

9. Any prmuion by which the technology supplier 
may supply the technology without reasonable cause 
long after the cffecti,,-c date of the contract or the date 
of ad\·ance payment by the technology recipient; 

10. Any pm,,;sion by which the technology supplier 
determines the scope or sales promotion expenses, in­
cluding ad,·crtising. and requires the technology 
recipienl to hear such expenses; 

11. Any pro\ision by which the technology recipient, 
in case of a patent license, is forced to acquire an 
additional license on other patented materials; 

12. Any prO\io;ion by which the technology supplier 
j_c; entitled to unilaterally designate an arbitral organi7.a-
1ion or a court to resolve a dic;pute between the parties 
to the contract; and 

B. Any provi~ion by which the technology recipient 
is unreasonably di!\advantaged in the light of interna-
1ional contract practice. 

(Reprinted with pcrmi'i.'iion from ASIA LAW & 
PRACTICE LTD., IP A.~IA., 23 January 1992. IP ASIA 
is Asia's premier intellectual property journal, the most 
practical and comprehensive report available on intel­
lectual property law and enforcement throughout Asia. 
Leading profcs.'iionals from 14 juri'idiction.'i contribute 
detailed reports on new legislation; enforcement news 
- corporate and governmental strategics; alerts and 
updates on currenl is.c;ues; "hot from the courts" case 
notes and in-depth articles ~nd practice tips on difficult 
areas of the law. IP ASIA may tx. ordered from Asia 
Law and Practice Ud, GPO Box 1188<1, Hong Kong.) 

PAKISTAN 
CEILING ON ROYALTIES AND TECHNI­
CAL FEES LIFTED 

T he Pakistan government has recently abolished the 
ccilin~<o on !he payment of royally and lechnical fees 

in fore~ exchange. Designated bank!> may now ohtair. 
reminanccs of royalties and technical fees under a 
registered ilgl'eemenl without the approval of the State 
Bank. 

To comply with the government's decision. the Stale 
Bank amended its exchange control manual and issued 
re'\iscd guidelines: 

• All agreements executed by private industrial 
companies with foreign firms which conform to 
the standard terms or the guidelines will be 
registered with the State Banlt. After registering 
the agreement, designated banks may collect 
remittances or royalties and technical fees 
without the appnwal of the Stale Banlt. 

• Local companies will designate an authorized 
dealer through which payments under the 
agreement must be made. 

• The company mu.'it submit the original agree­
ment for registration, together with four copies. 
to the State Bank Exchange Control Depart­
ment through the designated bank within 30 
days from the dale of the agreement. The 
original agreement will be returned to the bank 
duly registered if it conforms to the standard 
terms. 

• No procedural changes have been adopted with 
regard to royalties and technical fee agreements 
made between public industrial companies and 
foreign firms. These agreements will continue to 
be approved by the Minister oflndustrics or the 
Investment Promotion Bureau. 

• While eliminating the ceilings on remiltances of 
royalty and technical fees, the company will be 
subject to the following condition.c;: 

• It mu.<ot be incorporated and operating in Pakis­
lan. 

• Applicalions for remittances of royalties and 
technical fce!i must comply with lhe prescrihcd 
form in duplicate, t<igether with a photostat 
copy of 1he relative sanctions given by the State 
Bank or lhe Investment Promotion Bureau. 

• The accuracy of the information furnished in the 
application muo;t be certified by the auditors of 
lhe company. Another certified slatement 
showing the calculations of royalty and technical 
fees an<' the charges in equity of any foreign 
heneficiaries held in the Pakistan company 
should also be enclo~ed with the application. 

(Reprinled with permi!ision from ASIA LAW AND 
PRACTICE LTD., IP ASIA. 16 April l1J'J2) 
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TECHNOLOGY ACQUISITION 

TAIWAN PROVINCE OF 
CHINA 
FOREIGN TECHNOLOGY TRANSFER TO 
TAIWAN 

by C.Y. Huang. Tsar & Tsai Law Offices, 
Taipei 

Introduction 

w.lh annual growth rates generally exceeding 7 per 
ccnl. a currency that has apprecialed more than 

45 per cent against the US dollar in less than three years, 
and an annual per capita income approaching 
USSl0.000, Taiwan has ri.o;cn to become lhe 13th largest 
economy in the world. This economic expansion can be 
attributed to the strength of Taiwan's induslrial sector, 
largely based on technology licensed from abroad. 

Taiwan presently confronts a dilemma that affiicts 
other newly induslriali7.ed countries: rising wages and 
currency appreciation, which inevitably erodes 
manufacturing competitiveness and profilability in 
glohal markels. In order lo maintain Taiwan's current 
rate!\ of economic growth, Taiwanese manufacturers 
develop technologically sophislicated, capilal-intensive 
upstream products with high added value, while simul­
taneously improving their downstream industries 
lhrough improved marketing and di.~tribution. 

In the light of these economic trendi., the Taiwan 
government has implemented policy mea'iures over the 
past few years to facilitate and expedite the process of 
acquiring foreign invcslment and technology. 

Overview of the legal environment 

Technology transfer may take the form of licensing 
(transfer of technology in return for royalty payment) 
or capilakr.ition transfer of technology in return for 
cquily shares. The licensing of technology, trademark!\ 
and parenls in Taiwan is governed by the Civil Code, 
Trademark Law, Palent Law and 1he Statute for Tech­
nical Co·opcralion. The capilali7ation of know-how is 
governed hy the Company Law and other related invest· 
mcnl law!\ and regulations. 

A lcchnology licensing contract may as!\umc 1wo 
hasic forms: 

• cxclusi~e, in which lhe foreign liccnM1r may not 
~ant license!\ to other parties wi1hin rhc tcr­
rilnry ourlincd in lhc conlracl; and 
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• non-exclusive, in which the licensor is free to 
grant licenses lo other parties. 

An exclusive arrangement can also be structured in 
such a way that the licensee is contractually bound to 
the licensor lo sell its production output exclusively to 
the licensor. Production on an Original Equipment 
Manufacturing basis is the most common form of this 
type of licensing arrangement. 

C:loscly related to exclusivity and non-exclusivity is 
the issue of parallel imports, in which a local licensee 
seeks lo restrict the importation of identical or similar 
~oods produced outsi~e the territory under technology 
hcenscd lo other parties by the same foreign licensor. 
AUempls lo deliberately exclude parallel imports, how­
ev~r, conflict with current Taiwan free trade policy, 
which permits such practices. One remedial measure 
sought by local licensees is to incorporate provisions 
into the licensing contract that provide for liquidated 
damages in the event that parallel i111portation should 
occur. 

Technology licensing 

The Statute for Technical Co-operation governs the 
licensing of foreign technology to local licensees. Al­
though neither the Statute itself nor other Taiwan laws 
require foreign technology to be licensed pursuant to 
the Statute, it is advisable lo sanction technology trans­
fer agreements to ensure the availability of other critical 
a.~pccts or technology transfer, such a.~ the repatriation 
of currency, trademark licensing and tax benefits. 

Approval or a Technical Co-operation Application 
(TC:A-), ~hich must be submitted jointly by both the 
foreign hccnsor and local licensee, is granted by the 
Investment Commission (IC) or the Minisrry of 
Economic Affairs (MOEA). 

!he scope ofTCA coverage was recently expanded 
to 1~cl~de the transfer of intangible technology in the 
scmce mdustry, such as certain marketing and manage· 
ment methods. Two notable examples arc Fidelity In· 
ternational, which received TCA approval for the 
lransfcr of fund management expertise, and Johnson & 
Johnson, which obtained TCA approval for iti; market· 
ing methodi;. 

Royalty paymcnti; for licensing arrangcmcnti; may he 
made by lump-sum payments. Continuing royaltici; arc 
also ~llowed, but arc subject to increased governmenl 
scrutiny before TCA approval. As a mailer of policy 
!\tandard continuing royalty rares arc nol pcrmi11ed 11; 
exceed 5 per ccnl of the net sale!\ of the licensed 
products. Nel sales arc calculated a'cordin~ lo rhe 
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!.•lln~in~ ~o\t:rnmi:nt prt:!'.nihi:d formula: gro~' in­
\ui~·i: amount ni:t of taxe!'.. due~ fri:ight or shipping 
i:hargi:s. packing i:xpi:nsc~ insurance. adverti...ing ex­
penJiture. etimmi~'iion~ di.<ienunts or rebates; the CIF 
price of imported material.._ components and parts; 
and import duties thereon. Thi.\ formula is designed to 
minimi'c inflation of myalty payments by whiuling 
dtiwn the myahy ha...c to only the portion of the value 
added hy the local licensee. The Taiwan go\l:rnmenl 
regularly requires the revision of royally arrangements 
to conform 'lllith the 5 per cent margin policy. 

E:<ceplions lo the 5 per cent rule a-c occasionally 
granted in special cases. such as certain high-tcchnol­
t~'Y industries as computer software. 

Whi:n considering a technology transfer agreement 
for Tt"A appro\"al. the IC 111rill normally require the 
deletion of any CXJKlfl-rcstriction clause, which restricts 
eXJKnl of products manufactured under license. (Ar­
ticle I) of the Statute for Technical Co-operation re­
quires that the sales market of products produced 
under a TCA shall nOl he limited to the terrihlry of the 
ROC.) A method that could he U.'iCd to deal with thi.-; 
requirement would he for the foreign licensor to obtain 
majority interest in the local licensee and to control the 
local licensce·s export market. The IC also docs not 
permit pw\isions that require the local licensee lo 
purchase raw materials cxdu.-;ivcly from the foreign 
licensor nr a single source designated by such licensor. 

Contractual provisions stipulating that the local 
licensee will hear the tax burden from the royalties and 
fees payable arc not permiucd by the IC. Under the 
income tax. royalty payments made lo a non-resident 
alien or a company without fixed place of busine~-; in 
Taiwan arc in general subject to 20 per cent withholding 
tax. Three types of royalties arc exempt from in::omc 
lax and thus exempt from withholding tax. They include: 

• Pat~nt royaltin. Royalty payments received by 
a foreign company on account of a patent 
registered by a foreign company with the Na· 
tional Bureau of Standards (NBS) and approved 
lo be used by a local enterprise by the IC based 
on a TCA arc exempt from income tax. 

• Tradl!mark royaltin. Trademark royalties 
received by a foreign company on account of a 
trademark registered by a foreign company with 
the NBS and used by a local enterprise under a 
licence approved by the NBS under an approved 
TCA, arc exempt from income tax. 

• Ttthnlcal servk~ ftts. Technical sef\ice fees 
received hy a foreign company on account of 
know-how provided to a local enterprise, i.e. 
"high-tech industry" or "key M:icncc and tech­
nology industry", may also qualify for income tax 
e11cmption on lhe hasis or an approved TCA or 
special appr1wal of 1hc MOEA. 

Normally. the IC' only grants !echnol~ licel"ces for 
;1 durarion of five years from lhc dale of approval. 

ft 
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Application." for any extcn..,ion' must hi: suhmiued 
before the expiry of the preceding licence. Any cxten­
s;ons incorporated into the techoology tram.fer con­
tract bct""l:CCI !he parties arc neither n·cugnized nor 
permillcd. In prac.."f.icc. however. exceptions arc made 
to the fi\-c:-ycar rule in special in.-;tanccs. such as where 
the technology to be liccn.'iCd i.-; deemed to be highly 
bcnclicial to Taiwan or the royalties arc to he paid in a 
lump-sum arrangement. Control Data and Hyall Inter­
national for example. both recci\l:d approvals for 
franchi.<;e licences exceeding a period of five years. 

Prior to 1987, TCA approval was required for 
foreign licensors for the outward rcmillancc of any 
royalties or other licence payments. The liberali1.ation 
of outward foreign exchange controls on 15 July t<JX7 
has simplified 1his procedure and at present a company 
rcgi.-;tcrcd in Taiwan may remit an amount not exceed­
ing USS3 million per year for royalty payment or other 
purJKlSC~. without prior con.<;ent from the Central Bank 
of China. Howc"·cr, TCA approval from .he IC i.o; still 
ad,i-;able lo ensure the righl to full royalty remittance. 

Licensing of trademark...: 

As regard-; the licensing of trademarks owned hy 
foreign companies, the NBS used to take a restrictive 
attitude. One of the following lhrec condition.-; must be 
met by parties seeking trademark liccn.'iinginordcr fort he 
NBS to review their applicatiorLo;: 

• TCA approval; 

• the foreign licc1L<;0r or its parent or subsidiary has 
at lca'it 20 per cent ownership of the local licensee; 
or 

• the liccrL'iCd product i.c; of good quality and has an 
international market. 

Howt.."VCr, with the intcrnationalil.ation and libcrali1a­
tion o; the Taiwan economy in recent years, the NBS ha-; 
now subslanlially liherali1.cd its foreign trademark licens­
ing practice, especially in the area of products with an 
ir:ternational market. (For example, "international 
market" U'iC to require substantial export of the licen.o;cd 
products. International market requircmcnls can now be 
sati.-;ficd if the licensor sells products internationally.) 

Sub-licensing 

The NBS docs not allow the su~liccn...c of a trademark, 
and the IC docs not approve of i;u~licensing. In practice, 
however, suh-licen.-;ing i.-; quite common in Taiwan. Thi. .. 
i.~ a grey area that need-; to he addressed. 

Fair Trade Law 

The Fair Trade Law, which came into effect on 4 
Fchruary 19'>2, represents the first comprehensive hody 
or lcgi.-;lation governing matter~ rcla1ing to anti·lru\I and 
unfair compclilion in Taiwan. It wa!> drafted to ~ervc 
two primary purpo~es: 

Tlf.'S .l\Jt••nlrffrr Nn. 4f1 

---.... 



• . 
I • 

• t" pH."\(."nt intra-indu .. t~ n11li_,ion.' that may 
ha·n: ad\er~ dfc.:(.1" on free C:tlmpctition: and 

• to .. uppkment existing laws and regulations 
proh:c:ting trademark rights .. 

~I any· types of liccn...-.ing arrangements may ha\e im­
plications under the Fair Trade Law .. For example, a 
technology· tr;m .. ler agreement may in\"\ll\-c the liccn...-.­
ing of technology tu a local licen.~e on an exdusi\"C basis 
hy a fon.:iim licemor who i_, the only kno111.11 posses...-...u 
,,f the: technology .. trnder this arrangt·ment, the local 
li(."Cn..ce confronts no competition. It ha.'i the ability to 
-.ct pricing and to exclude other competitors from 
c.:ntering it!\ -.pc(.;fic market, simply on the ba..-.i.-. that it 
can n:strict the: technology. product or sen-ice and ag­
~egate the quantity of the particular product or sen-ice 
!.Upplied to ntht..'r indu..'itries or the con.'iumer. In es­
-.cncc. the local licensee can monopolize the specific 
market t>y means of a contractual agreement and, as a 
rt..'"uh. rc..,trict free competition .. 

Furthermore .. a large proportion of technology 
transfer contracts ha\·e non-competition clauses .. 
These pmhihit the local licensee from engaging in com­
pel it ion with the foreign licensor for a specified number 
of years in a specific geographical region using technol­
ogy prm-ided hy the foreign licensor after the expiry of 
the ,·ontract. Taiwan courts already restrict the scope 
of non-competition clauses in accordance with the 
equities of each case. However, since non-competition 
clause~ may also effectively restrict free market com­
petition in a given market for a duration oftime after its 
expiry, prohlcms may also arise under the Fair Trade 
Law.There exists a large loophole in the Fair Trade Law 
in so far as the Fair Trade Commissim1 (FTC) may 
sanction monopolistic situations. Article 12 of the Fair 
Trade Law stipulates that the FTC has the authority to 
approve comhinations and corm:rtcd actions between 
enterprises that thcrehy obtain a market share 
c.:quivalcnt to hctwcen one-fourth and one-third or the 
market if it deems that the benefits derived from such 
monopolistic enterprises outweigh the disadvantages or 
limiting free competition. Such benefits include reduc· 
tion of cost, improvement in quality, increases in cf .. 
licicncy and the upgrading of technical skills. In the 
future, IC approval orTCAs must be made in conjunc· 
t inn with FTC review, so as to either sanction or prohihit 
any potcnlially monopoli!".lic licensing agreement!". be­
tween foreign licensor!\ and local licensees. 

Capitali:ution of technology 

In add it ion lo lhe ahove-menlioned licensing oftech­
noh~. !he patent rifthls or the unpalented technical 
know-how owned hy a foreign cnlcrprisc or foreign 
indi\idual may he capitalized as equity investment in a 
forcign-invc'ilcd company 1hrough the foreign invest· 
mcnl application (FIA) process. This may he pursuanl 
to the Slatule for lnveslmcnl hy Foreign Nalionals or 
the S1atu1c for lnveMment hy Ovcr!ieas Chinese. 

"Patent riithls" rckrrcJ to in lhcsc slatules, al·cord­
intt 111 rq?ulation" pn1mul~atcd hy the MOEA, means 
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the legal right of the foreign party to pul into practi(."C a 
patent relating to a new inwntion. model or design 
appn"l\-cd by the Taiwan gowrnmcnt. -Tcchni(.&tl know­
how'" refers to a newly de\dopcd tcdmology ha\-ing 
economic value. required hy the in\'CSlment local 
enterprise and which has not been prc\iou.'ily adopted 
in Taiwan .. Such patent rights or technical L:now-how 
mu..~ be capable of being used either for production or 
manufacture of new pwducts not presently capable of 
produrtion or manufacture in Taiwan or for impro\"C· 
mcnt of the quality of existing products or for cost 
reduction .. frenerally. the amount of such capitali7cd 
patent rights must not exceed :ll per cent of the paid-in 
capital stock!> of the invested enterpri.-...: ( 25 per cent for 
Science-Based lndu..'itrial Park (SIP) enterprises). On 
the other hand. the prescribed limitation with respect 
to the amount of the capitalized technical know-how is 
15 per cent .. 

The foreign enterprise or individual capitalizing on 
such technical know-how j_c; simultaneously ohliged to 
make additional capital contributions in cash or in kind 
in an cqu;J amount or more .. Furthermore. shares rep­
resenting the capitaliz..:d patent rights mu.'it not be as­
signed to any third party within the elftttin period or 
such pataat right, while the shares representing the 
capitalized technical know-how arc nc>t permitted to be 
as.'iigncd to any third party within two ~n from the 
compldion dak oftbe t'IA projttt. In respect of patent 
rights or technical know-how capitali.t:ed as equity in­
vestment as described atxwc, the foreign enterprise or 
the foreign indi .. idual must not supply such rights or 
know-how to, or re-invcsl them in, any 01her enterprise 
in Taiwan. 

Althou~ the foreign enterprise or foreign national 
may alternatively capitalize the patent righlsor technol­
ogy know-how as equity investment in an FIA company, 
lhc dividends or the shares of such FIA company will be 
subject to legal reserves and income tax. The current 
rate for non-resident shareholders of an FIA company 
is 20 per cent. This also explains the preference of 
foreign enterprises and foreigners to adopt the form of 
technology licensing discussed ahovc. 

Conclusion 

An atlractivc environment for foreign inveslment, 
coupled with a capahlc, well-educated lahour force 
working at a relatively low wage, has been lhc key to 
Taiwan's economic !">ucccss. However, 1hc era or a 
latx>Ur-intcnsivc export-driven economy is cnming In a 
close. 

In order to engender technological devclopm<:nl, 
cmphasi!\ cannot he given solely to Taiwan's manufac­
turing sector. A precondilion to rail">ing the technologi­
cal level or induslrics and impro-.lng lhc qualily of life 
in Taiwan is the encouragement or invcslmenl by 
Taiwan business and cnlrcprcneurs in foreign com­
panies involved in technological re!\carch, dcvcbpmcnl 
and produclion. 
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The TJiwan e.o\crnmcnl ha.' h.:eome kecnl~ aware 
th·1t the next 1c-,1 \Car~ will scrw a.' th:: linchp!n for 
Taiwan·~ cconomi~ future and lhlL'i its position in the 
glut-al market-place. In n.-sponsc to these need.._ the 
iz.twcrnment stands readv lo continue lo enact the 
;ce.ul.-lon; reform.<; nece~rv to bring Taiwan into a new 
phase of- in<lt!Strial de,-dopmenL In this new phase. 
Taiwan's \"Cnture capital im.-cstors will tap tbc resc.irch 
and de\·dopment of ~he technologically am·anced 
countries. Tax incentives (mainly income lax credit) for 
,·enture capital in\-cstmcnt will mark the first ste~ 
towards encouraging greater "-cnturc capital and tech­
nological cross-fcrtili7.ation. 

(Reprinted with permission from ASIA LAW & 
PRACTICE LTD .• II' ASIA. 27 February 1992) 

MER CO SUR 
Technology and Industrial Pr~perty 

by Dr. Fernando Noetinger 

Introduction 

During the last years we have witnessed a marked 
trend toward<; the so-called "globali7.ation of the 

world" or the "inlcrnationali7.ation of relationships" 

among stales. 

History has shown us that isolation, the closing of 
frontiers and any other intent to live apart from the rest 
of the nations le.ads unavoidably to an irreversible 
procrss of self-destruction from which it i.c; a short 
distance to the los.c; of natio11al identity. 

A misconception of nationalism has led many 
countries to advocate the granting of privileges lo any­
thing local over anything foreign. It wai; believed that 
thii; wai; the only way of assuring and strengthening a 
poi;irion in the concert of nations. However, import 
substitution programmes only proved to be the most 
adequate ini;trument for widening the technological 

gap. 

In fact, nowadays we sec a reaccommodation of 
frontiers by virtue of political or economic integration 
or of the recovery of freedom, wh05C gcopoliti.:al con­
sequences still remain to be M:cn. 

Among the integration proccs.-.cs currently laking 
place arc four well defined groups: in the first place, we 
have Europe with the group of 12 nations and a popula· 
tion of more than JOO million, with actual pro .. pccts of 
accepting new members, among which we could men­
tion Au!itria, Cypru!i, Finhnd, Sweden and Turkey. The 
Southear.t Ai;ian group totals a population of 410 mil· 
lion. Then, there is a group formed hy the United States, 
Canada and Mexico (NAFT A), invoMng :Vil million 

- ---
pctlpk. And finalh. under MERCOSL"R. Ar~entina. 
Braril. Paraguay and l'1 aguay con.'ilitute a market of 

l~.h million pt.·opk. 

W..: arc prcs::ntly going to rder to thi.'i fa.<.t forum. 
which poses a true challenge - not free from obstacles 
- to a group of countries that ha\"C accepted the prin­
l.;ple that Glln-innll\-cment implies sclf-cxdusiGil and 
where political motintion is the true dri\i.ng impulse of 

i.hc pmo:ss. 

"MERCOSUR"' 

On Y., March 1991, the Presidents of Argentina. 
Brazil, Paraguay and Uruguay signed the -Treaty of 
Asuncion". under which they created the 
-souTHERN COMMON MARKEr - "MER­
cosuR~. 

Although the Common Market will be formally 
created by 31December1994, intermediate goab have 
been established for different stages of th;_c; tram•ition 

period: 

(a) free trade. with decreasing duties until .. () 
duty" i.c; achieved; 

(b) common customs, with common external 

duties; 

(c) finally, a common rr..arkct. 

The provi..-.ions of the Treaty of Asunci6n I-ave hccn 
complemented by other rules adopted by member 
countries simultaneously with the creation of Mcrcosur. 
Said complementary agreements that contrihutc to the 
constitution tlf the common market arc: 

i. Establishment of a "General System of Origin'"; 

ii. Establi!;hmenl of a "System for the Solution of 
Controversies" that may arise among the mcmhcr 
countries; 

iii. Pos.c;ihility of each country applyin~ safeguard­
ing provisions for exceptional cases, l•ntil 31 
Deccmhcr 1994. 

In order to coordinate macroeconomic and sectorial 
policies, ten subgroups h11vc been created lo work m1 

the following issues: trade. customi;, technical stand· 
ards, trade-related fiscal and monetary policies, land 
transpor!ation, sea transportation, indur.trial and tech­
nological policici; and coordination of macroeconomic 

policies. 

Undouhtedly, those groups dealing with technical 
standardi; and industrial and technological policies arc 
the onei, of greatest interest for our activity. Regarding 
r.landard)>, everything seems to confirm that UNE-ISO 
r.tandards will be followed as clor.cly a~ posr.ihle. 

TIES ,\'rw\lrtter No. 46, 
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lmlu'itrial Pmpert)· 

A .. in any pnl(.-c ..... leadi11g lo the \.Tealion of a com­
.non markcl. the free circulation of goods. sc"iccs and 
productive fa\.1ors i_., or.c of the aims or !ht~ Trcaly or 
A .. unrn1n. undouhtedly inspired by lhe Treaty or Rome. 
We.- must hear in mind h~"Cver that MERCOSUR is 
nol an .. economic commumty- but a -common markcC. 

This free cin:ulation or goods ~ill howcwr be 
reslri\.1ed hy a non-dut•; harrier. arising from indu. .. trial 
property rights. Therefore studies aiming at the com­
pa1ihili1y of said different rights on which industrial or 
inlelleelual property arc based !>hould he promoted. 

A key issue ~ill al!i!.l he how each country will face 
the different prnhlems arising from the -exhaustion of 
rights~. in particul:u lhe allitudc towards parallel im­
ports. 

Allhough a comparative analysi" r.f the different 
legal frameworks for the four countries docs not fall 
~ithin lhc scope of this paper. we do want lo point out 
that among the asymmetries to be o\·crcomc in order to 
achieve the goals proposed for the different stages, we 
should undoubtedly include the industrial property 
issue. 

W c shall now try to poinl out very briefly some 
aspects lhal show differences - of varying importance 
1hal !">hould be gradually harrnoni7.cd in order lo avoid 
distortions in lhc lrcatmcnl oflhc different inslilulions 
conforming industrial properly and lransfcr of lcchnol­
ogy. 

lntrmational Agrftmrnts 

An analysis of inrernational agn·ements doc'i not 
include the s<Halled "Panamerican Agrcemenrs" by 
reason of rheir limited incidence in the MERCOSUR 
reg10n. 

The following li~t includes the most important inter­
national treaties din.:ctly related lo this is.<iuc, fbllowcd 
hy lhc position of each country regarding ratification, 
which will give an idea of the current situation of the 
group in relation to supranational legislation. ' 

(a) Paris Convention: Argentina, Brazil' and 
liruguay arc signatories, but not Paraguay. ' 

(h) PCT: Only Bratil is a party to the Patent 
Cooperation Treaty. 

(c) Madrid Agrttmrnt: Only Brazil is a member. 

(d) Strai.bourg Agrttmrnt on thr lntrmational 
Claulftcatlon or Patents: Only Brazil i!i a mem­
ber. 

( c) Nltt Apftmrnt on thr lntrmatlonal Clas· 
i.lncatlon or Marb: Allhoug.Ji the four countric~ 
haw adopted the international dassificalion, only 
l :ru~uay i~ ~iJltDalnry to !he Nice Agrct·mcnl. 
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lO Tk Hagur CoaYn1tion: Only Argentina i.'i a 
member. 

(g) Tmaty or Nairobi for tllr prokdioa or tlw 
Olympic Symbol: Argentina. Brazil and Uruguay 
ha'-c ratified this Treaty. 

(g) WIPO: The four countries ha\"C ratified the 
Con\-cnlion established hy the WIPO. 

latrrnal Legislation 

Patnats 

Although all the member countries have a patent 
system, their respective legislations arc similar in :heir 
governing principles but show differences regarding 
such aspects as palcnlable mailer and filing proce­
dures. 

Argentina has a new palcnl bill in an advanced stage 
of analysis, which is expected lo be enacted by Congrcs." 
in only a few months and will imply a considerable 
progress in the prOlection of inventor's rights. 

Bran) and Paraguay arc also considering the intro­
duction of amendments to their respective laws. 

Without prejudice to the changes that will surely be 
introduced a." a result of a re-evaluation of industrial 
property throughout Latin America, the currently ap­
plicable laws in the four countries are the following: 

(a) ~ntiaa: Law 111of1864. 

(b) Brazil: Law 5772 (Industrial Property Code) 
of 21 December 1971. 

( c) Paraguay: Law 773 of 3 September 1925, quite 
similar to the patent law now effective in Argen­
tina. 

(d) Uruguay: Law J0.08<J of 12 December 1941. 

Trad,.mark.r 

ln this case also, the differences reside in application 
and interpretation aspects rather than in the governing 
principles of the different legislations. 

The juri<iprudcncc of Argentine courts ha!i certainly 
been generous with trademark owners who, not having 
registered their marks in Argentina, find that said 
marks have been registered by a third party. ,()n the 
grounds of the principles of bona fide busincs!i ralat ion!\. 
and for the sake of consumers protection, under certain 
conditions, lhr. Argentine courts have cancelled 
rcgi!'olrations showing clear evidence of imitation or 
plagiariitm. ' 

11 is al~l possihlc to cancel a trademark registration 
when it has been applied for hy snmehody wh1,, was or 
should be aware that it hclon~cd to a rhird parry. 

f) 

\ 

' i 
• 



--------------------- -

-.~ ... 
. , 

,· 

-

Althoug.h nullit~· or a trademark registration can he 
demanded i11 all the member countries, statute of 
limitation may apply, a.~ is the case of Paraguay. where 
leg.al actions must be ~r·mght within two years of the 
granting nf the registration. 

:n Uruguay there is a similar term. but it only applies 
to nullity hased on prior use of the trademark or on the 
existence or a pre\ious rcgistr:ition of a similar or iden­
tical mark (Article 10). Howc\-Cr, for actions based on 
the non-regi~rahility of the mark (Article 2), the action 
can be brought at any time. 

Unfortunately, during the last year an increase of 
inrringemcnts has been noticed t>-1 Brazilian and Argen­
tine authorities and companies. who have detected ap­
plications in one country by applicants that arc not the 
trademark owner in the other country. 

For the sake of information. we shall now mention 
the laws currently effective in each of I.he four countries. 

(a) Argmtina: Law 22.362 of 26 December 1980. 

(h) Brazil: Law 5772 (Industrial Property Code) 
of21 December 1971. 

(c) Par-..guay: Law 751 of20 October 1979. 

( d) Uruguay: Law 9956 of 1 October 1940. 

Industrial Models 

With the sole exception of Paraguay, all the countries 
have a system for the protection of industrial models 
and designs. 

Utility Models 

Only Bra7.il and Paraguay have systems protecting 
utility models. In the case of Brvjl, the said system is 
included in the ahove mentioned Industrial Property 
Code, while the Uruguay government passed Law 
14,549 on '1fJ July 1976, dealing particularly with this 
mailer. 

Ucence Agreements 

Although the legal framework of licence agreements 
is not identical for the four countries, there is a general 
trend towards the lifting of any restrictions hampering 
the free acces.\ of foreign technologies. 

The current situation in the member countries is the 
following: 

Argrntlna 

Agreement!> arc valid upon execution, any further 
prncecding.\ not hcing ncce!isary to make them legal 
and enforccahle. 

However, there arc certain requirements whose ful· 
iillmcnt entitle to la" benefits: 

HI 
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In the case of agreements between independent 
parties, the filing of a copy with the corresponding 
authority entitles the licensee to ha\-C his pay­
ments to the licensor charged agairu.l expenses in 
the company's balance sheet. In addition, with­
holding tax rate applied to payments made to the 
licensor will be reduced. 

As for agreements entered between related com­
panies, the above mentioned fiscal benefits will 
apply upon approval of the agreement by the 
corresponding authority, to which effect there arc 
some restrictions r-egarding maximum rates (5 per 
cent), term (uo more than 5 years) and the 
prohibition of paying royalties for use of 
trademarks. 

These requirements are flexible enough not to ~­
come an obstacle lo companies supplying and receiving 
technology. 

Brazil 

Brazil is engaged in a flexibility process of the regula­
tions applicable to license agreements. This proccs.o; 
includes the modification of the Industrial Property 
Code of 1971. 

Resolution No. 22 of the National Institute of In­
dustrial Property (INPI), effective since 27 February 
1991, repeals, among others, Ruic 15n5, and contains 
some provisions that undoubtedly imply a great 
progress in the said direction, since negotiations among 
the parties have acquired more dynamism and 
n .. levancc, and registration procedures have become 
sin. plified. 

Paraguay 

Paraguay docs not have and has never had specific 
legislation on technology transfers. This means that the 
country docs not have a registry and that there is free 
contracting, subject to the general principles of law. 

In the mailer of trademarks, however, Articles '1fJ 
through 36 of Law 751 contain certain provisions ap· 
plicahlc to licence agreements, among which we could 
mention that: 

(a) All trademark licL.nccs mu!>t he registered in 
the lndu!itrial Property Office. 

(h) Under the corresponding agreement, the 
Liccn5or must provide quality control ... 

Uruguay 

In Uruguay there are no rules implying a control over 
this kind or agreements or restrictions to free contract· 
ing. 
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Ccmcl1L-.icm 

Although the Treaty of Asuilcit'ln docs not include a 
prn\"ision similar to paragraph 3tl of the Treaty of 
Rome. it cannot he said that in \icw of the necessity of 
eslahlishing the free circulation of products and scr­
\ices the industrial property system has been discarded. 

Frum now on. this issue will surely be discussed and 
negotiated. seeking harmoni1ation of the different 
legislations. In June 1991. the heads of the four in­
dustrial property offices met in Asuncion anJ discussed 
this maner. This meeting was most probably the first of 
several rounds that will he adding more precision to an 
i~ue of particular importance for the future develop­
ment of the region. 

Those who ha\"c lived in countries where excessive 
intef\·cntionism hy the State has been the rule, usually 
accompanied hy a degree of discretion in the acts of 
go\"cmment, sec this '"integrated space" as a reaffirma­
tion oft he \Ifill of our respective governments to deregu­
late, thus increasing the presence of the private sector 
in the economy. 

TECHNOLOGY TRANSFER 
TRENDS: AN OVERVIEW 
OF STRATEGIC PARTNER­
ING 

by Pm/ es.wr Lynn Myte/ka, Carlton Unfrersity 
LAREA!CEREM, Unfrersite de Pan~ X, 92001 
.'Vunte"e, France 

(Second of a series) 

CHAPTER Ill 

THE GROWTH OF STRATEGIC 
PARTNERING ACTIVITY 

I n the previou!. chapter, puhlished in TIES Nnrsldtu 
No. 45, we saw how the growing knowledge-intensity 

of production and shifts in the structure of demand gave 
rise to changes in competitive behaviour and to new 
cor(l\1ratc stratc~ics. This chapter prrn.idcs a quantila­
t i,·e 1wcrvicw of one of these strategics - inde­
pc ndent ly initiated inter-firm collahorative 
a~reemcnts, partic:ularly those involving joint 
knowledge production and sharing. Broader hased 
R& 0 con~ortia, many of which have hcen promoted hy 
explicit ~o•;ernmcnt policies, will he discus.,ed in C'hap­
trn. I\' and V. 

- ----
Box 3.1: Data blsed research on strategii: 

partnerships 

The Centre for Science and Technology Policy at 
Rensselaer Polytechnic Institute in Troy, N.Y. Their 
studies included an in depth analysis or the acti\ities 
of 41 semiconductor firms from the llS. Europe. 
Japan and Korea (Haklisch:1986) and work on the 
machine tooli industry and biotechnology firms 
(Fusfcld and Haklisch:l985; Hak.lisch and Vonor­
tas:1987). 

Futum Organinazione Ri'i<lrsc (FOR). a research 
subsidiary of the Italian chemical firm MON­
TEDISON in Rome, whose analyses were hascd on 
a sample of 143 European and 157 US companies 
and covered the period 1978-1983 (Mariotti and 
Ricotta:1986). 

A team from the Unnrersity of Pi..a and Cornell 
University based at the University of Pi'kl, U.'>ing a 
sample of70 cooperative agreement:., taken from the 
financial press in 1980 (Mariti and Smiley:1983). 

Venture Economics or Wellescly. Ma .• which 
focus.o;cd on strategic investments in venture capital 
backed companies, mainly invol\ing US companies 
(Venture Economics:l987). 

CentroStudi IBM Italia, whose database dealt sole­
ly with alliances in the informaation technologies 
sector. The 934 agreements it contains cover the 
years 1985-88 (Camagni:l!)R'J; Camagni and Gam­
harouo: 1988). 

Polyteehnico di Milano has developed the ARPA 
database containing over 2,IJIXJ agreements con­
cluded in the 1980-86 pcrilld in the information 
technology !iector, notably for semiconductor, data 
proce!i!iing and telecommunications industries 
(Cainarca ct al.: 1989; Cainarea, Colombo and 
Mariotti: 1992) . 

LAREA/CEREM of the Univcrsite de Paris X, 
Nantcrre, whose datahasc contains 2,16') inter-firm 
agreements in which at least one or the partners is a 
European firm. The data set co\'ers information 
technology, biotechnology, automohilcs and 
materials, and spans the years ?980-89 (Dclapicrrc, 
Lcmcttre, Mytelka. Vavakova and Zimmer­
mann:1988; Dclapierre:ll/91; Delapierre and 
Michalct:1989; Delapicrre and Mytclka:llJAA; 
Mytclka: 1989, l'J'JI ). 

MERIT, University of Limhurg, Maastricht, The 
Netherlands, inherited and huilt upon the 
TNO!T ASC datahasc. The MERIT-CATI datahase 

Stratqk: Partnmng Activity anw Dramatically 
During th~ 191Mk 

During the 19Wk interfirm collahoration in R&D in 
production ~md marketing ro~e dramatically. Many or 
the earliest :ffort<; to quantify thi, phenomenon 
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1 .... .-u,'t."d cxdu~iwly lln the information technologies. 
c'peoally on the ~miconductur and computer in­
du'\lric~ where '\Uch activity seemed to be most intense 
(Box 3.1 ). Other" nwcrcd a larger number of sector'\ 
t>ut dealt "ith the experience or onl~- a small sample of 
companie'\. 

Much of this earlier work was summarized by 
Fran1;oi\ Chcsnais ( 19AA) and suhscqucntl~· included in 
the OECffs report Technology and tH Economy: Tbc 
Kry Rrlationships ( lW:!). Nevertheless it is worth look­
ing t>ricfly at some or these data here. 

In one of the first such studies, Carmela Haltlisch 
documented the rise in agreements among scmicon­
dul1.or firms from an a\·eragc of two per year in the 
period 197X-XO to roughly :!5 per year in the period 
1'>82-K-i for a set of 121 agreements invohing 41 
Japanese. American, European and Korean semicon­
ductor firms (Haklisch:19X6r13). Noattcmpl was made 
in this study. howc\cr. to di.-;tinguish between earlier 
forms or one-way technology relationships such a.<; 

licem;ing and cross licensing and the two-way partner­
ships that charactcri7c contemporary strategic partner­
ing acti\ity (Box I.:!. which appeared in the previous 
issue of the TIES Nrwsldtrr). 

Number of lnveslmenlS 

300 

245 

200 

100 

0 
117' lf71 1110 IHI 1112 llU 1194 INS 

Fif?urc J.I: C1lrporalc Strategic lnvestmenls in Vcn­
lurc Capital Backed Companies. 1978-1985. Sou:ce: 
Venture Economics Inc .• 1987 

Data supplied hy V cnture Economics on lhe number 
of corporate strategic investments in wnture-capital­
hackcd companies (Figure J. I) showed a similar rise. 
From .lo per year in the first three years of their survey, 
the total douhlcs in llJXJ and doubles again two year 
later. In 1985, 245 corporate strategic investmcnls were 
made. A:r. in the Haklisch study, it was unclear whether 
all such in\e'itments rnuld be rer.arded as slratcgic 
partner<.hi~. 

To overcome the data limilatiuns resulting from a 
~hort time span or a focus on a single sector and to 
rer,olvc the definitional prohlcms resulting from the 
a!Q[rcgation of licensing. acquisi!ions, joint venturer, 
and non-equity a~recmcnls under the banner of 
.. 1ratc~ic partnl.'r:r.hips, recent efforts have at1empted lo 
~·oll\.'Cl and code da:a followin~ more rigorom. eom·cn­
tion,. The .. e newer dataha'iC., .,till contain hiasc .. a:r.· 

I.' 

J)J 

sociatcd "ith the U.\C of put>lidy a\-ailablc information. 
but through more careful coding. the indu.'iion of mul­
tiple sectors and a ten-year time frame, data reliability 
h3s considerably impron:d. 

Two ofthc most comprehensive databa.<;es arc those 
dc\-clopcd by the LAREA1CEREM in Paris and 
MERIT in Maa.'ilricht (Box 3.1). The former includes 
agreements in R&D. marketing and production but 
limits its Co\·erage to cases in which at least one 
European firm is a partner. The latter plact."S no restric­
tion on the nationality of participants but dc:als \\ith 
fewer sectors and limits the CO\'Cragc to R&D related 
agreements. Taken together these two databases, how­
ever, provide the most comprehensive source of current 
information on strategic partnering activity. 

Both the LAREA/CEREM and the MERIT-CATI 
da1abascs document a subslantial increa'iC in strategic 
partnering activity O'lrer lhc 1980s (Figure 32). From a 
relatively slow upward progression in the early part or 
the decade, the number of new agreements rose sharply 
in the mid-1980s. In the CATI databa.'iC the end of the 
lCJHOs arc marked by a slower rate of gr~1h in the 
number of agreements world-wide. 
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Figure J.2: Growth of Strategic Partnering Acfr.ity. 
l')lol().1989 (equity and non-equity agreements). ~ourec: 
LAREA/CEREM database, llJ'J2, Hagcdoorn ar.d 
Schakenraad: 19'J2) 

The LAREA/CEREM data base, on the other hand. 
shows a similar slowdown in new agreements in\'ol\ing 
European firms in 11JHl1 and 1987. But this is follnwcc.1 
by a r.ignificant increar.c in the number of new a~cc­
ment:r. in l'>HX and a smaller incrcar.c in Jl)H(J. If we add 
to theM: private, and for the mor.t part bilateral partner· 
:r.hi~. the large nun)bcr of R&D consortia initiated 
during the l'>Ms and' early l'JIJOs (sec Chapter.-. IV and 
V), there is no doubt that the growth of stratq~ic 
partnering activity has remained rohu .. t. 
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Tb~rT att Important Dill'ftTllttS in Slraltgic 
Partlltt'ing Arlh-ity across Industrial Sttton 

The LAREA:CEREM and the MERIT-CATI 
datalia.~s cnahlc us to anal~-.rc differences in partnering 
acti\ity anoss indu.o;lrial sectors. Both datiaOOSCS.. for 
c:ltamplc. illu.-.irate the ellcnt to •ruch s.tratt.-gic partner­
ing al1i,11~· is particular!~· intense !n the information 
lechnologies sector. Thi-; sector alone accounts for 43 
per cenl of all agreements in the LAREA'CEREM 
datahasc and 5'1 per ccr.i of all agreements in the 
MERIT-CATI da1alia.-;c. 

,--, 
i 

L\• ,-' , 
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Figure 33: Numhcr of Alliances hy Indus.trial Sec­
tion, 19MO-IC)MC). (Source: LARENCEREM:Univcrsitc 

Pari~ X) 

This wao; not alwa~ the cao;c. Rather, lhe intensity of 
partnering activi1y acros.o; sectors has changed markedly 
over the 19HOs. Thu.-; Figure 33, which graph.-; the 2.169 
agreement!'. in the LARENCEREM datahao;c, shows 
the early growth of partnering actnily by European 
firms in 1he aulomobile ~ctor, the relatively slow slart 
in lhe hiotechn,lkigy sector, the :i.1eady increase in 
partnering in the information h:chnology sector and the 
sharp rise in partnering toward-; the end of the decade 
in lhe malcrial:i. sector. 

Tlw hnction!I o( lnkr.firm Collaboratin Apft· 
mmt!I hav~ al!W Changed Ova-Ti~ 

or lhc nearly 9,1)(10 agreements conlaincd in the 
MERIT-CATI dalahasc a tolal of 4,619 can he cla:i.­
!<.ified a!'. in1crna1ional lcchnological coopert11ion agree­
ments. The.-.c include joint vcnlurcs. lhc formation of 
rc!'.Carch corporation:i. and lcchnology exchange agree­
ment!'.. Tahlc 3. l hrcab down 1hc:i;c d<1li1 in10 four lime 
periods. From an annual average or 63 per year in the 
1'>7~-79 period, lhe number or agrccmenl!\ involving 
joinl knowledge produc1ion rose to J()() per year during 
1'~1-K-I and nearly dout'lled again, reaching a high of 
~.lt1 per yc;ir in the 1 1~1-W> period. If, over the cn1ire 
five year period 1 117~- 79. ii lotal of 317 in1ern;i1ional 
lcchnolc~ical co11pcra1ion il!tfeemcnl'- in hio-lechnol-

- - --- - .. .,,--. . ----
t~. informalitm lechntllog~· and DC\\" material' were 
sig."V:d b)· the end ohhe l~k. nearly t•icc that numhcr 
of agreemenls were hcing signed oc:ll Jftr. 

Table 3. 1: Technology Cooperation Agreements in 
Biotechnology. Information Technology and New 

Materials [m Number of Agreements) 

Biotech- Information New 

nology Technology Male rials 

before 1974 11 12! 3tt 

1975-79 92 187 3X 

1980-8-i 392 927 185 

1985 718 1.482 429 

Total 1.213 :!. 7ili ~ 

Source: Hagedoorn and Schaltenraad:l99ll. tables I. 

2and3. 

Table .l.:!: Mo1ivatlons for Inter-firm Cooperatn-c 
Agreements 

Motivation.-; for the Agreement <:;_ of total 
reported 
molivation.o; 

Technology tran.<;fer (a one way 29 per cent 
now of information, generally \la 
a liccn.o;c) 

Technological complementarity 41 per cent 
(long-term tran.o;action.o; involving 
an exchange or sharing of 
lechnology between parties) 

Marketing agreement-; (often 21 per cent 
between a producer and a 
distributor) 

Economics of ~ale in produclion lf1 per cent 
and/or in di-;trihu1ion (including 
the rationalization of production 
1hrough speciali1.ation in 
componenl produclion 

Risk sharin~ (agrecmenls which 14 per ccnl 
involve none of 1hc ;ihove 
motivalion.o;, hul pn>vide for the 
management of 1he operalion by 
one partner while the olher 
con1rihu1es capi1al and ahsortY.. 
~1me of lhc ri!<.ks of failure) 

Source: Dala arc from the FOR dala ha'c a' 
reported in Marili and ~mik~: l'IX'. p . .i.l1. 
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The rut.: that lnowlcdgc pnldul'"tion and sharing i_._ 

playin~ in ~rah:gil· partnering a<."ti'l.il~. al'\ll cmergl°!> 
from a lool at I he moli'\l::S. partners ~e for entering into 
such alliances. llsing data from the FOR database. 
\fariti and Smile~- found that although many agree­
menh were moli\·ated hy more than one concern, gi'ing 
rise to !>Ome douhk counting. technological rom­
pkmentarit~-. defined il.'\ a long term transaction inn>lv­
ing an exchange or ~haring o( technology hctwcen the 
parties wa" a prima~- moli\-e for many· of these agree­
ments (Tahlc J.2). Cnn.~derahic \-arialion in the impor­
tanl-c of lnowlcdge production and sharing in stralegic 
partnering acti\it~· appears. ~-ever. when the data arc 
hrokcn do1A.-n hy partner,' country and~- industrial sec­
tor. Data from the LAREA'CEREM da1ahasc sh;.w."!> a 
l"Onl-cntralion on lno1A.icdge production and sharing in 
intra-EC agreemenl. Data from lhc INSEAD database 
al"'' poinl lo the \-Cry high proportion of agrcemcnls 
inml,ing knowledge pnlduction aild sharing or 1111r-ha1 
they da-.. .. ify a" -den:lopment- among lhe 195 intra-EC 
agreements and in the lfl'J EC-USA agreements and 56 
intr<?-USA agreements they sun.-eyt·d (Table 33). In 
contra'il. -DcH:lopmenC i_.., of far les.~r importance in 
international agreements im·ohing Japanese firms. 
mosl of which emphasi7e production 01.-cr dc\l:lopment 
nr marketing. 

Table 3.3: Agreements by Function* and by 
Region/country (per cent of total) 

Devel- Pro- Mark- Total 
openl ductio cling 

n 

Intra-EC 74.-1 51.2 15.9 195 

EC-USA 65.0 -llJ. I 2-1.::! lt,C) 

EC-Japan 493 55.0 27.5 ff) 

USA-Japan 42.4 6"!..7 41.4 59 

l!SA-L1SA 71.4 :H.9 17.IJ 56 

Japan-Japan 57.l 28.t' 143 14 

• Functions arc not exdu...,ive in lhi'i tahlc. 

Source: Adotpled from Hergert and Morri .. :JCJMH. 
p. IOK 

The.-.c finding.-. with respecl lo Japanc!ie firms arc 
confirmed hy data on the trend in Japanese internition­
al partner!ihip~ C\)mpilcd by Profes!ior Hirolaka 
Takeuchi. Over the period 1982 through l'JHt'' the num­
ber of ·in1crna1i,,nal coalilinn!i' invoh.ing Japane!iC 
firm .. r\l<,C from I .!)()I) lo a hifth or 1,4Jt, in 19M5 dcclinintt 
lo 1.20::! in l'JHt''. JapaneM:-North American coalition~ 
accoun1cd r .. r over 40 per cent of the lot al 1hroughnu1 
1hi .. period. hut C~)alilion!\ with European partner,; rcn 
frnm rnuithly a third lo a quarter or the lot al. while lho.-.c 
wirh t\,i,tn potrlnl·r .. r,~ from le!-'> rhan one firth In 

n( .trl~ ot rhird (lm;ti: lllXX:'I). Of rhe 4,711') international 

coali1ion.'i for which a hreakdolA.TI hy function and in­
dusr.ry wa.<, pro\ided. fully 303 per cent 1A.-cre in markel­
ing and sales, including hrand licensing and a further :!tl 
per cenl in produ<.'"tklll including OEM and pans. supp­
ly. TIA>'Cnlypcr cenl oftik.-sc coalilion.' in\OO'Cd lcchnol­
,-.gy lransfer or dc\"Clopmcnl (Imai: I~:'}}. 

The pallcr!l of compclilion and product life q-dcs 
differ5 across sectors and lhus one would expect some 
varialion in lhe timing and importance or specific 
stralcgic oplions. Taking lhis into considcralion. il i_., 

noncthclcs.-. interesting to note that a sector hy sector 
rc\-iew shows a rising trend in strah.-gic partnering ac­
ti\ity across all knowlcdgc-inten...i\-c sectors and a focus 
tlll knowledge productitlll and sharing in tht."SC agrce­
menls. or lhe 300 inlcmalional coalition.\ hy Japanese 
firm lbat focused on ·redmology dt.'\·clopmenr. for ex­
ample. 33 per CCnl ,.,-ere in lhc electrical machinery 
sector. 28 per cent ia basic 1114ltcrials, 12 per cent in 
machinery, 9 per ccnl in lbc lransport sector and 5 per 
cenl in preci.'iion instruments (lmai:I9S8:9a). 

Although Fusrcld and Haltlisch ha\'C argued lhal the 
biotechnoiogy indllSlry is still "in an early and highl}· 
cumpetiti\-c st~. in which patentable processes and 
know-how arc of great importance (and 111o-hcre e\'Cn 
basic research can lead lo commcrci.al concepts lhat 
companies can quickly connect to practice ... ") (fu..,fcld 
and Haklisch: 1985:9) more rccenl dala, htlWC\·er, show 
lllat hiolcchnology fim1.-. arc nonerhclc..,s increasingly 
able lo idcnlify opportunilics for coopcrati\'e activity in 
lhis sector. The MERIT-CATI dalaha.'iC, for example. 
reveals a steep rise in lhc number of hiolcchnology 
agreements worldwide in lhe mid-1980s (Table 3.1 )_ 
The more in1en.'iivc partnering acti\ily among in forma­
t ion lcchnology firms that characterize both the 
MERIT-CATI and lhc LAREA/CEREM dataha.\Cs 
may lhu.o; only reflect lhe rdali\-c ncwne~'i of biotech­
nology firms and hence their non-availability for 
strategic partnering acti\ily until lhc 1980s. 

RntJ'UI .1uri11 ~in tlw lnformati• T tthnology In· 
dustry is Leading to an lllCl'NW in Equity-basd 
Global~nts 

While technological cooperation remain!i an impor­
lanl acti\ity within the strategic partncr.,hip, inter-firm 
col!ahorativc agrcemcnl!i incrca!iingly involve more 
than one function. Figure J.4 prmidc~ a breakdown of 
these agreement~ by function inlo four main typc:i. -
knowledge production, good\ production, commer­
cialization and global agrccr.1cnls, where the lallcr 
includes agreements innllvingall three ohhc preceding 
functions. In lhc first hall or the decade the share of 
each or thcM: four typc!i or agrc.:mcnl:> in the lolal 
numhc:r or agreements was quite similar and their rate 
or increa<,c progrc<,!ied al roughly lhc !\amc pa1:;;. 
During the lallcr half of the HO.., the number or glohal 
agreement<, increased !iharply. By the end of lhc decade 
global agrccmcntr. were accounting for nearly half of 
the new agreement:\ hc:ing!iigncd each year. flow mi¢n 
we cxpfain lhi!<> chanizc? 
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F1211rc .J._.: Alliance Functions bv vcar - 1980-89. 
(Sou;ce: LAREA/CEREM. Unn;c~t Paris X) 

One explanation for the increased importance of 
~lohal agrccmcnti; lies in the way such agreements arc 
hcing u.c;cd in the current restru ... 1uring or the inrorma­
tion technology indu.\lry. This emerges clearly from an 
anal~-si.c; o! these agreements within sectors by function 
and form. where the laner di.c;tinguishes hctwecn non­
equity alliances and eq.Uty-bascd ventures. Figure 3.5 
(lr<l\idci;data on each or the four industrial sectors from 
thii; dcliCg;cgatcd pcnpcctn-c. It graphically illu.'ilratcs 
the weight of information technulogy agreemcnti; in the 
total pool or agreements and hence the di.-;propor­
!ionalc influence that changci; in the form and function 
or thesc agreements will have on the overall pattern. It 
alc;o shows the extent lo which equity-based agreements 
considcrallly out~rip the numhcr or non-equity allian­
ces in the information and materials c;cctor. In contra.'il. 
Mn-equity alliances dominate in the biotechnology sec­
tor and equity ventures and non-equity alli.tnces ac­
count for rou~hly equal shares or total agreemenl!i in 
the automohilc liCctor. la.'illy, Figure .J.5 reveals that 
there is a tendency for equity ba.c;cd \;entures lo he 
global in nature. Non-equity ventures give greater 
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Fi!OJrc :\.~: f.quify vcnlure:r. and non-equity alliancc:r. by 
fun(lion and indu,trial ..cch1r {S ·- :!lf>'I). {Source: Auto· 
H10-\fata;al-lnfo l.ARfAC'EREM da1ah<1<oe 19112) 
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~-eight to R&D in rhe hi~llcchnofog~· and information 
technology sect~ and to production in the automobile 
sector. Figure 35 thus supports the \iew that the shlt 
towards global alliances and equity-based \"Cnturt-s and 
away from single or dual function alliance~ is hea\ily 
influenced by the growing importance of global eqw,y­
bascd n:ntmes in the infonmtion technology sector. 
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Figure 3.6: Alliances and acquisitions in informatitln 
technology: a comparison acn'S.'i partners for EC-ba.'iCd 
firms (Source: LAREA/CEREM database 1992 and 
Dclapicrre:1991, ~.149) 

When ihcsc alliances arc broken ckJWn funher by 
partners, the importance of mergers and take overs in 
the information technology indu.'ilry, panicularly intra­
nationally within EC memhcr countries, emerges a.c; a 
powerful factor in the move towards global. cquity­
bac;cd agreements in this sector. Figure 3.6 compares 
intra-national alliances for European-ba.c;cd firms to 
their intra-EC, EC-US, EC-Japan and other alliances. 
Equity-ba.c;cd ventures predominate only in intra-na­
tional agreements. A.c; Michel Dclapierre ha.c; argued. 
the inten.'iification or competition in the information 
technology industry worldwide, coupled wilh the 
dcci.c;ion to create a single European market, stimulated 
the drive by larger European corporati<•n.c; to con­
solidate their poi;ilion within Europe. lir~ through 
mergers and acquisition.c; in the home market and then 
through intra-EC equily \rentures and non-equity al­
liances aimed, in particular, at lhe acquisition of 
marketing and distrillution ch.anncls 
(Dclapierre: 191)1 ). 

Tlw t'ulldioa ol Biokdlnology Alllanc:n Difl'tt 
with Difl'n'ftll Partatts 

Not only arc there counlry or regional variations in 
partnering acfr.ity. bur there a;c imponanl difference\ 
in the lypc or corporate or in~itutional partncr:r. •.ought 
by diffcrcnl types or companie:r.. The pallern of panner· 
ing activity in biotechnology providc:r. a good illu...tration 
of :r.omc of thc:r.c difrcrcnce:r. (Pisano. Wcijian Shan and 
Teece:l9AA; Barley and Frccman:l99fl). ~mallcr dccli· 
calcd hiotcchnnlogy firm~ nnrm<1lly l<1ck the rc,ource' 
lo in\C\I in pro1.Juct dc\clopmcnl and m<1rk1.:1init. f'rc· 
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4uc:n!ly. thc:rdorc:. they license their pn.lduct lo larger. 
more lfo.-crsified corporations 111o-ho ha"-c the experience: 
and the resources lo undertake thc:sc functions. S&.'Ch 
firm.., alo;o tend lo he under c:omidcrable financial pres­
sure hccamc the research pr~"SS is long and uncertain. 
Thus many oC th::ir alliances in\-00.-C venture c-apitalists 
al least in the initial phase. When thc:sc in\-cstors 
withdraw. equity-based alliances and joint \-Cnturcs 

. -----
111oi1h larger di"-crsiftc.-d corporation..; in the: pharmaceuti­
cal pctroch(;mical or agro-busincss s.cctors or ou1rig~1 
acquisition by a larger corporation often follows. Table 
3.4 illustrates this pattcru for the strategic alliances 
formed by US dedicated biolecbnology firms. 

(To be continued in next issue of TIES N~-) 

Table3.4 

Types of F'wms wlh whom US Dedicated Biotedn1ology F'IRN have Strategic Alliances 

Firm Type Equity Grant JV R&D Manuf. Market License: Other Total 

DBF 79 12 '17 21 68 46 16 339 

DC 31 4S 278 60 205 126 26 775 

RO 8 43 4 132 6 18 76 2 289 

INV 119 3 9 231 

GOVT 24 4 17 1 11 3 60 

Other 38 26 15 16 p;f 46 1 295 

KEY: DBF = Dedicated Biolechnology Fum; DC = Diversified Corporalion; RO = Research Organi7.alion: 

U ni\-cmly, Rcsc:arch Institute or Research Hospital; INV = Investor; GOVf = Federal or Stale Government 

Agency 

Source: Adapted from Barley and Frceman:1990, Table 6. 

LEGISLATION 

ANDEAN 
COUNTRIES 
DECISION 291 

PACT 

Common Regime for the Treatment of 
Fonip Capital and Trademarks, Patents, 
Ucencn and Royalties 

THE COMMISSION OF THE 
CARTAGENA AGREEMENT, 

BEARING IN MIND: Articles 7, 211 and 27 of the 
Cartagena Agrccmenl, Dcei.,ion 220 of the Commis.\ion 
and Proposal 228of1he Board; 

CONSIDERING: lhal the Prcsidenls of 1hc Slalel'> 
Members of the Cartagena Agreemenl, al the meeting 
held in the ci1y of La Pv1 Bolivia, on 29 and JO Novcm­
hcr 1990, cxprcs.~d their approval for the "growing 
convergence between the economic policie~ of the An­
dean coun1rics in 1he ~arch for grealer efficiency and 
compctilivi:y in 1heir cc1Jnomics through 1he lihcralita· ' 
lion and opening up of commerce and international ' 
invesrment, in line wilt. lhc inlcrcsls or our counlric:., ' 
and lhc in1roduction of 11n economic rationality hascd ' 
on private ini1ia1ive in th<.: area or 1axa1ion and in a ' 
rcduigned and efficient Stale"; 

TIF.S Nr11t·flttrrr ,\'o. 4f1 , 
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Thal. iurth::r. al lhe mee:ing referred lo the Andean 
Presidenb agreed to rcmow obsladcs to foreign in\-csl­
menl and lo encourage the free circulation or sub­
regional capital; 

That the new foreign in\-Cslmcnt policies pre,'ailir.g 
in the suhregion make ii cs..~ntial le re\icw and update 
the communit~· n:gulations appro,-cd in Deci~on 220 of 
the Commi~ion. for the purpose or stimulating and 
promoting the flow of capital and foreign lcchnohgics 
towardo; the Andean economics; 

DECIDES 

To replace Decio;ion 220 by the following Decision: 

CHAPTER I 

DEFINITIONS 

Artn I. For the purposes of this Regime it shall be 
undersllxxl lhat: 

Dirrcr f orrif!!J im·esrmenr means the contributions 
from ahroad of the property or natural or legal foreign 
persons to l he capital of an enlcrpri~. in freely coovert­
ihle currency or in physical or tangible goodo;. such as 
indus1rial plant, new and reconditioned machinery, new 
and reconditioned equipment, raw materials and inter­
mediate products. 

Equally, dirc~t foreign investment shall be con­
sidered to be those invcstmcnls in national currency 
coming from resources with the right to be sent abroad 
and the reinvestments that arc made in conformity with 
this Regime. 

Memhcr States, in conformity with their respective 
national legislations, may consider, as a contribution of 
capital, inlangihle lechnological con1ribu1ions, such a., 
trademarks, industrial models, technical ao;.o;istance and 
technical know-how, patented or not patented, which 
may be made in the form of physical goods, technical 
documents and inslruclions. 

A national im•esror means the Stale nalional nalural 
persons and legal persons defined as nalionals by the 
lqtislations of the Member Slales. 

Also considered as nalional investors shall be 
foreign nalural persons with continuous rcsidcni;c in 
the recipient country of not less than a year who waive 
before the competent national authority the right to 
re-export capital and to transfer profits abroad. The 
compelcnt national authorily of the recipient country 
may exempt i.uch per!\lms from the requirement of 
continuous rl."sidcnce of not less than a year. 

'Each Member Slate may exempt natural foreign 
persons whose investments have been generated inter· 
nally, from the waiver pro .. idcd for in the paragraph 
ahcwc. 

Alsll considered as inn:stments by national in\-cslor-s 
shall be the in\-eslmcnls of property of subregional 
in\-estors under the terms established in this Decision. 

A sub~ooal im~stor means the national in\-cstor of 
any Member Stale different from the recipient country. 

A f orrign im"rstor means the owner or a direct foreign 
in\'Cslmenl. 

A national mrerprise means an enterprise set up in 
the recipient country, whose capital belongs to the ex­
lenl of more than 80 per cent lo national investors, 
provided that. in the opinion of the competent national 
authority, this percentage is reflected in the technical. 
financial, adminis:ra1i..-e and commercial direction of 
the enterprise. 

A miHd enterprise means an enterprise sci up in the 
recipient country, whose capital belongs to national 
investors in a proportion varying between 51 and 80 per 
cent, this percentage being reflected in the technical. 
financial. administrative and commercial management 
of the enterprise. 

Similarly, mixed enterprises shall be considered 
those in which there i-; participation by the State, semi­
official bodies or State enterprises of the recipient 
country lo the extent of not less than 30 per cent or the 
share capital. provided that. in the opiniCln of the com­
petent national authority, the State. semi-official body 
or Stale enterprise has a decisive ny in the enterprise's 
decisions. 

A decisive say is taken to mean the obligation that 
there should be approval by the State representatives of 
the bao;ic decisions for the operation of the enterprise. 

For the purposes of this Decision, a semi-official 
hlxly or State enterprise shall mean one cic.tabli.o;hcd in 
the recipient country whose capital belong.o; lo the Stale 
to the extent or more than 80 per cent, provided that the 
latter has a decisive say in the deci:i;ions of the 
enterprise. 

A foreign enterprise means one sci up or established 
in the recipient country whose national investor capital 
is below 51 per cent, or when higher than that, in the 
opinion of the competent national authority, the per­
centage is not rcncctcd in the technical, financial, ad­
ministrative and commercial management of the 
enterprise. 

Neutral capital means the invci.tmcnts of public in­
ternational financial h<xlic:i;, of which all the States 
Mcmbcr:i; of the Cartagena Agreement form part, and 
which appear in the Annex to this Regime. Such invest· 
mcnts shall nol be considered either a!i national or 
foreign in lhc cntcrprio;c in which I hey arc made. 

To determine whether 1he enterprise in which these 
investments arc made is to be described as nalional, 
mixed or foreign. the neutral capital conlrihution shall 
be excluded from the calculation ha.<;is and account 
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,hall he taken l1nly of tht percentage share of the na­
tional and fore~n investors in the remaining amount of 
capital. 

Rt"im-esrmmt means the in\"CStment of all or part of 
the undistrillutcd profits or other hereditary resources. 
!>lemming from Jirca foreign inn:stment in the e\-cnt 
that such i.c; permitted by the national legislation, in the 
~me enterprise in which they ha\-e been generated. 

Rt'cipif'nI country: means one in which the direct 
foreign im.-cstment is made. 

Commission mc:;.ns the Commission of the 
Cartagena Agreement. 

B<1ard mcan.'i the Board of the Cartagena Agree­
ment. 

.\ft'mbf'r State means one of the States Members of 
the Cartagena Agreement. 

CHAPTER II 

RIGHTS AND OBLIGATIONS OF 
FOREIGN INVESTORS 

Artick 2. Foreign investors shall have the same rights 
and ohligations a.'i those lo which national investors are 
suhjcct, except a.'i provided for by the lcgj.'ilations of 
each Member State. 

Article 3. Any direct foreign in\-estment or invest­
ment by subregional investors which meets the condi­
tions set dawn in this Regime and in the respective 
national legislations of the Member States shall be 
registered with the competent national authority in 
freely convertible currency. 

Article 4. The owners of a direct foreign investment 
and subregional investors shall have the right to tran.'ifcr 
abroad, in freely convertible currency and under the 
terms provided for ;J)' the legislation of each Member 
State, the audited net profits stemming from their direct 
foreign investment. 

The competent national authority may also register 
in freely conv.:rtible currency the investment of the 
surpluses of distribuccd profits. 

Article 5. The foreign inveshlr and the subregional 
invcscor sha!I have the righc lo re-export the sums of 
money which Chey obtain when chey sell, within the 
recipient country, their shares, holding.'i or rights, or 
when there is a reduction of che capital or liquidation 
of the enterprise, after payment of the relevant taxes. 

The sale of shares, holding.\ or righcs by a foreign or 
subregional investor to another foreign or subregional 
investor shall be registered with the competent nati..>nal 
authority whenever !t<l ~ipulated by the: national legis­
lation, and shall not be conMdcred as a re-export of 
capital. 

Artic:k 6. The registered capital sh.ill be m:idt up of 
the amount or the initial direct foreign inn:stmcnt plus 
the i.ubsequent incrernent!' and rci.n..:stments, 
registered and actually made. iu accordance with the 
pro\isions or this Rt.-gime. minu.'i the net loSSC!>. if any. 

Artid~ 7. Rein-.estment. in conformity with the 
definition in Article 1, in national. mixed or foreign 
enterprise!>. shall be considered as a foreign investment 
and carried out subject to the regulalions that each 
Member Slate draws up. In any e\-cnt, the obligation to 
register with the competent national authority shall 
oblain. 

Article 8. Products made by the national, mixed or 
foreign enterprises which comply with the special 
regulations or requirements or specific origin fixed by 
the Commission and the Board shall enjoy the ad­
\-antages devolving fr:>m the Liberali7.ation Programme 
or the Cartagena Agreement, as pro11ided for in Chap­
ter x or the Agreement. 

Artide 9. The capital of the shareholding companies 
shall be represented by registered stock. 

Ar'Jck 10. In the settlement or disputes or conflicts 
devolving from direct foreign investments or regional 
investors or the transfer or foreign technology, Member 
States shall apply the provisions of their internal legi.'i­
lations. 

CHAPTER Ill 

COMPETENT NATIONAL AUTHORITIES 

Article II. Member States shall designate the com­
petent national authority or authorities to be respon­
sible for fulfilment of the obligations entered into by 
foreign natural or legal persons to whom thic; Regime 
refers. 

CHAPTER IV 

IMPORT OF TECHNOLOGY 

Article 12. Contracts for liccn.'iing technology, tech­
nical assistance, technical services, and ba.'iic and 
detailed engineering and other technology contracts in 
accordance with the respective legislations of Member 
States shall be regi.'itcrcd with che competenc national 
authority of the rc~pcctive Member Slate, which shall 
evaluate the actual contribution of the imported tech­
nology 1hrough estimation of the probable profits, price 
of the goods incorporating technology and other 
specific forms of quantification of the effect of 1hr 
imporced technology. 

Article 13.Contraclsdcalingwilh the import of tech­
nology shall contain, al lea.\l, clauM:s relating to the 
following points: 

(a) Identification of the parties with explicit refer· 
cncc In their nationality ;snd rc~idcncc; 

' 
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thl IJentifi<:ati,m of the modahtie~ g'w::rning. the 
tran!'>kr of the technology to he imr.•rteJ: 

(c) Contractual \·alae of eachoftiic items imuh'Cd 
in the tran.,kr of technology: 

(d) Determination ofthc time for which they arc 
in force. 

ArticR 14.For the purposes of con1ractsdcaling1111ith 
the transfer of foreign technology. trade marL.s or 
patent.-.. Memhcr Slates shall take it into consideration 
that such contracrs do not contain the following: 

• Clau.<;Cs hy \irtuc of which the prmision of lech­
nology or the use of a trademark carries with it 
the ohligation for the country or the recipient 
enterprio;c to acquire, from a sci source, capital 
goods, intermediate products. raw materials or 
other technologies or to make permanent use of 
personnel spccilied by the enterprise supplying 
the technology; 

• ('la uses under which lhe entcrprio;e selling tech­
nology or party permitting the U.'iC of a trade 
mark reserves the righl to fix the sale or resale 
prices of the products manufactured on the 
hac;i_.., of the rclcYant technology; 

• Clau.o;cs containing rc~rictions on the volume 
and structure of production; 

• Clauses prohibiting the u.c;c of competitiYe tech­
nologies; 

• Clauses estahlic;hing a purchac;c option, either 
total or partial, in fayour of the technology sup­
plier; 

• Clau.\Cs ohliging the purcha\Cr of the technol­
ogy to transfer to the supplier the ir.vention.'i or 
imprO\'ements obtained through the u.c;c of the 
given technology; 

• Clau<,es ohliging the payment of royalties to 
holders of patents or trademark.'i for patents or 
trademarks not utilized or sold; and 

• Other dauscs of equiYalent effect. 

Other than in exceptional cases dulyclas.c;ified hy the 
competent national authority of the recipient country, 
dausci; in which the export of producti; made on the 
h.ai;ii; of I he relevant technologv ii; prohibited or limited 
in any manner shall not he acceptable. 

In n<l case i;hall clau.c;ci; of this type relating lo sut'i· 
re{ti<lnal exchani;e or for the export of similar products 
to third countries he at:eeptahlc. 

Artk~ 15. lntangjblc technological cnntrihutions, lo 
' the extent that they do not coni;titule capital contrihu­
' tion ... shall accord the right to the payment of royalties, 
' in rnnformily with the lcftislation of Memt'icr Stale~. 

. --.-
Ro~·altie~ earned shall ~ capitalized. in conformit~· 

1111i1h the terms en\isaged in thio; Regime. follo\\ing pay­
ment of lhe relevant ta...:es. 

When tt.csc contributions arc supplied to a foreign 
enterprise by its parent rnmpan~· or by another sub­
sidiary of the same parent company. the pa~mcnt of 
royalties may be authorized in cases pre\i,msly 
declared hy the competent national authority of the 
recipient country. 

CHAPTERV 

TREATMENTOF INVESTMENTS BY THE 
ANDEAN DEVELOPMENT CORPORA­
TION AND THE BODIES WITH AN OP­
TION FOR THE TREATMENT OF 
NEUTRAL CAPITAL 

Artkk 16. Without prejudice to the prm.isions of the 
constituent agreement, the direct in,.·estments of the 
Andean Dc\-clopment Corporation shall he considered 
as national in each Stale Member of the Cartagena 
Agreement. 

Artkk 17. The international governmental financing 
authorities, of which none of the Stales Members of the 
Cartagena Agreement form part, and the foreign 
governmental bodies fo· cooperation in development, 
whatever their legal nature, may request the Commi.'i­
sion to clas.c;ify capital for investments and for inclusion 
in the Annex to this Regime. The Commi'i..'iion shall 
decide on the requests submined to it at the first meet­
ing following submi.'i..'iion of them. 

Artkk 18. Together with their request, the bodies 
referred to in the previou.'i Article shall ~uhmit a copy 
of the constituent agreement or legal statute governing 
them, togelher with the maximum amount of informa­
tion possibie on their investment policy, operating 
regulation!'> and inYe!'itments made, hy country and sec­
tor. 

PROVISIONAL ARRANGEMENTS 

Fint Provi5ioaal ArrangcJMnt 

Foreign enterprises having a current proccs.c;ing 
agreement under the terms of Chapter II of Decision 
220 r.iay requcsl the relevant competent motional 
aulhorities to lea\'e the agreement in force. 

Mc:oad ProYisioaal Arra•mmt 

When handling project!'> 1ha1 rclale lo products 
reserved for or allocaled exclui;ivcly lo Ecuador, the 
four remaining countries undertake not 10 rcgi~ler 
direct foreign investmcnl in !heir territorie~. ' 

Done in 1he Cily of Lima. Peru, on 1hc 1wcn1y-firs1 
day of March one lhousand nine hundred and ninety-
one. ' 
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ANNEX 

.\'AMES OF ENTERPRISES WITH AN OP­
TION ON THE TREATMENT OF 
.VEUTRAL CAPITAL FOR THEIR INVEST­
,\f ENTS 

• lnrcr-Amcrican Dcvdopmenl Bank (IDB) 

• ln1cma1ional Financial Corporalion (IFC) 

• Dcut~hc Enrwiddung.-. Gcscll'>Chaft (DEG) 

• Dani'ih lndu.'itriali7.ation Fund for Developing 
Countries (IFU) 

• Inter-American lnveSlment Corporation (llC) 

COLOMBIA: 
COMMERCE CONTRACTS FOR THE IM­
PORT OF TECHNOLOGY, TRADE MARKS 
AND PATENTS 

/NCOM EX i'i the competent authority for their 
regi'itration. 

MINl~'TR\' o•· ECONOMIC DEVEU>PMENT 

DECREE No. 259 OF 12 February 1992 

•Regulating Decision 291* of the Commission 
of the Cartagen8 Agreement". 

The Pre:o;ident of the Repuhlic of Colomhia, in excr­
ci:o;c of hi" con:o;titutional powers and espe.:ially those 
conferred upon him hy Artick IH9. I 1 of the Political 
Con:o;titution. and pursuanl to Decision :!tJl of the Com­
mi:i;:i;ion of the Cartagena Agreement, 

Hf.KER\' DECREES 

Artid~ I. The C1llomhian Institute offoreign Trade, 
INC 'OMEX, all ached to the Ministry of Foreign Trade, 
.. hall he the competent authority for registering import 
contracts for licensing technology, technical a~'iistance, 
technical ser•ice:o;, ha:o;ic engineering, trade mark!\, 
pate:ils and ocher lechnological conlrat.1s. 

Rclzistration :r.hall conform with whal is set forth in 
1hi'> Decree and shall accord with the technological 
dn·clopmenl policies laid down hy the Ministry of 
Fnmomic Devc11-.pment. 

Paraxroph. Thr.: rqti:i;tralion nf contracts de:r.crihed in 
thi' artide shall he au1oma1ic once the requirements of 
Ar1iclr: ~ of lhis Dence have hcen met. The Senior 
Fon·iizn Tratk < ·ouncil may determine ca<,es in which 

as an exception authorization is required from the Ser­
\ices and Technology Committee scl up under A.rtide 
30 of Decree 2350 of 1991. 

Artick 2. The Colombian Institute of Foreign Trade 
(INCOMEX) shall register the contracts described in 
Article 1 of this Decree. provided they meet the follow­
ing requirements: 

(a) ldentificarion of the parties. with explicit refer­
ence to their nationality and domicile; 

(b) Identification of rhe merhod<i by which lht" rech­
nology imported is transferred; 

(c) Contractual \1tlue of each of the elements in­
"ulvcd in the transfer of technology, and 

( d) Determination of the period of validity. 

Paragraph 1. The Colombian ln.'ititute of Foreign 
Trade (INCOMEX) shall not rcgi'iler contracts which 
contain any of the following clauses: 

(a) Clauses in conformity with which the enterprise 
selling the technology or granting the U.'iC of a trade 
mark reserves the right lo fix the sale or resale prices of 
lhe products manufactured on the basi'i or the relevant 
technology, and 

(h) Clauses which oblige the purcha.<ier of the tech­
nology to transfer to the supplier the inventions or 
improvemenls which derive from the use of the said 
technology. 

Paragraph 2. In conformity with what is laid down in 
Article 12 of Decision 291 of the Commi'ision of the 
Cartagena Agreement, the Colomhian Institute of 
Foreign Trade (INCOMEX) shall not regi!"iter con­
tracts containing clauses which prohibit or limit in any 
way the export of the products manufactured on the 
hasio; of the relevant technology or which prohihit or 
limit !"iuhrcgional exchange or the export of similar 
products lo third parties. 

Article 3. Unle~'i the Senior Foreign Trad~ Council 
fixes a different period, the Colombian lnslitule of 
Foreign Trade (INC'OMEX) shall have a period of 
eight (8) working days lo effect the registration 
descrihed in Article I of this Decree . 

In any even•, when the expiry of the period fixed for 
registration by the Colombian lnslitule of Foreign 
Trade (INCOMEX) has not heen ruled against, lhe 
contract shall he understood to he registered. 

Paral{Taph 1. Notification of lhe registration .-.hall he 
:r.cnt quarterly to inc Ministry of Economic Devclop­
mcnl as supporting material for the design of tech· 
nological dcvclopmenl policies. 

' 

Parol{Taph ]. For the purpose<, of payment of the 
relevant royalties, the re~slralion shall lake full cffccl 
from the date of rqtis1ra1i11n or from the c11piry of 1hc 
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~ri,.J. unJ..:.,_, 1hc Colomhian ln.<ililulc of forcign Trade: 
ha_, Jc:darcd ii im-aliJ_ 

-~ 4. The pairmcnlS thal arc made in the fulfilmcnl 
ohhc l1.llllrat1s rdcrrcd to in this Decree shall accord with 
1hc exchange rq;ulations in force. 

Artk* S. In al-cordaocc with prO\-isional Article 52 of 
DclTCc 2]50 of lWl, the Royaltic:s Commince of the 
Minislry of Economic Dc....,,·clopment shall continue lo 
function until such time as the cadre of personnel of the 
Mini'ilrj of Foreign T radc ~ apprO\'Cd and the employees 
arc transforred to ii. 

Artidr 6. This Decree shall enter into foru: from the 
dale of ils puhlicalion and supe™---dc all provisions con· 
lrary lo it. especially Decree 2561of1991. 

For puhlicalion anrl implementation. 

Done in Sanla Fed.: Bogota on 12 February 19'12. 

• Decision 29Wl of the Commis..-;ion ohhc Cartagena 
Agreement deal-; with the Andean common rules for the 
treatment of foreign capital and CJfl trade marks, patents, 
licences and royalties. Sec the review LcgislaciOll 
EcoaOmicl. No. <nb. 

IN COM EX 

SOI External Circular No. 025, Santa Fe de 
Bogota, dated I April 1992 to the Colombian 
Institute of Foreign Trade and the Users 

•rrnncr. Rcgistrali{m of technology import Clm­
lrads. Decree 259"1 

For your informatioo and that of the users, I would like 
lo inform you that Article 10 or Decree 259 of 19'12 named 
INCOMEX as the competent aUlhority for regi.'itering 
import conlrads rclaling to lechnology licert'iing. techni­
cal a~'ii.'itance, technical services, ba.'iic and detailed en­
gineering. trademark.\, patents and other technological 
c.ontrads. 

When regi'ilcring the contracl'i referred to, INCOM­
EX shall ohscrvc the following irt'ilrudioos: 

I. Pm fonna rtqUirnncab: The rcgi.'itration of con· 
tracts shall he automatic, provided the following require· 
menls arc met: 

(a) Identification of the method-; ll'ied for the tech­
noklfey to he imported; 

(h) ldentificati1m of the mclhod.'i hy which 1hc 1cch­
nolfl(ey tn he imported i.~ tran!iferrcd; 

(c) Conlractual value 1~f each of 1hc clcmentli in· 
volvcd in rhe lrart .. fcr or: lechnology; 

( J) Determination of I~ period of validi1y. 

.... -

2. Substantin rTqUirnnmts: lNCOME.X shall nul 
rc~cr l'Ontracts Clllltaining any of the follo\11.ing clauses: 

(a) l1alJS(.-s in at.umlam.-c \11.ith which thccnlcrpri'iC 
selling ll .. "Cbnology or granting the use of a trademark 
rCSCl"\'CS the righl 10 fix lhe sale or resale prices of 
the products manufactured on the basis of the 
relevant technology; 

(b) l1auses which oblige the purchaser of the lcch­
nology to transfer lo the supplier any imenlions or 
improvements which arc derived from use of lhe 
said technology; 

( c) l.1auses which prohibit or limit in any w.iy the 
produclS manufactured on the basis of the rch .. ..,,<lllt 
technology or which prohibit or limit subrl·gional 
exchange or the export of similar products to third 
countries. 

3. ~ for rqistratioo: INCOMEX shall rc~cr 
such contracts within a maximum period or eight working 
days. 

4. Compdencr. The Regilmal Dircctorale for IN­
COMEX in Bogola shall be competent lo regi.'iler lhe 
technology import contracts. INCOMEX shall sub­
sequently authori7.c other rcgiooal directorates lo carry 
out the said regi."ilration. 

5. Initial promlutt: An authenticated photocopy of 
the identity card of the national rccen-cr, or the lax 
regi.'ilralion nwnhcr, if it i'i a question of a legal col ity, shall 
he submitted one single time. The submio;.,'iion shall be 
made to the Bogota Regional Direl1orate and should he 
repeated when there i'i a change in the tax number or in 
the lradc name. 

6. Regbtration ronn: The form which appears a.'i an 
annex 10 tlu.~ Circular shall he adopted a<; the form for 
rcgi.'ilration. amendment, extert'iion and addition; ii shall 
he di'ilributed free lo those interested by the Bogola 
Regional Directorate. 

7. Annnes to registration form: The application for 
rcg;..'ilration shall he submined in duplicale and shall be 
accompanied only by the following documents: 

(a) The contract in Spanish, i.e. in lhe original ver­
sioo or an authentic copy. or in an official trart'ilalion 
if it ha'i been dr~wn up in a foreign language; 

(b) Power or altomey, where appropriale. 

IL Sipaturr or'11w ... stration fonn: Any of the con­
lracting partic' or their auomeys may sign lhe rcgi'ilralion 
form. II is a.-.. .. unicd thal whoever sign." is empowered to do 
Ml. hut INCOMEX ma·1 request, whenever it deem. .. 
nccc~'iary. vcrific<'.lion of ;he identity and sta111 .. of the 
~igm1tory. ' 

9. 9rtllmh1a,Y naminatlnn: Once the application 
for coMract rc!ti~•'ration ha~ bcl'n received, IN( ·c >MEX 
,;1all make a check of the pm fom1u requiri·mcnt,. 

' ' 
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"h1•uld ii hc ncl"t:,-.;iry It• ha\"C adililional information or \\ithoul detriment to whai. is cslahlished in the lnt.:rna-

d1><:umcnh. o•rrcclions or clarification.'\. INCOMEX tional Treaties to which Mexico is a signatory. Its ad-

'hall rcque..r them a single time by returning the applica- ministrative application correspond." to the Federal 

tion \\ithin the two days following the submis..~on of it. It Exccutiw through the Ministry of Commerce and In-

"hall m ll hc pcrmi.<"..<iihle to return the application a second dustrial De\"Clopmcnt. 

time on an:ount l>f deficiencies existing at the time of the 
first suhmi.-;sion. The period of eight-days for processing Artick 2: The purposes of this Law arc: 

the application for registration shall commence from the 
second suhmi.<;.'\ion on completion of the requirements 1. To set down the foundations for a permanent s~'Slem 

imposed. of imprO\l!ment aimed at perfecting the processes and 
products in the nation's indtL<itrial and commercial ac-

IO. Registration ortM application: When the applica- tivitic:;; 

tilm for regi.-.tration ha<i been studied and its conformity 
\\ith Ar:iclc :! of Decree :!.'i9 of 1')1J2 ha" been noted, 2. To promote and stimulate inventive acti\ities for 

INC. 'OM EX shall proc:cedlorcgisteril in ascending order, industrial applicalion. technical impnM!menls and the 

\\ith ending of !he numeration in each calendar year. dissemination of technological knowledge throughout the 
producti\'C sectors; 

The registration number shall be recorded on the two 
application form'i and in.~de the contract. which shall be 3_ To sponsor and foster improvement of the quality of 

numbered and initialJcd_ The second original of the form products and services in industry and commerce, accord-

shall he dcli\·ered to the applicant a'i proof of rcgjstration. ing to the interests of the con.<;umers; 

.. together with the original of the registered contract . 
4. To promote creativity in tile dcsigr. and prc..'i4.!ntation 

11. ~riod of \11lidity of~ ngistratioa: Rcgiwation, of new and lL'iCful products; 

puhlicalion or cxtcnsi<m of the import contracts referred 
10 in thi.-; Circular shall have an initial period of validity of 5. To prol.cct indtL'ilrial property by the regulation of 

fiw ( 5) years. which may be extended indefinitely for equal patents of im•"Cntion; registration of utility models. in-

periods. du.'itrial dc.'iign..'i, marks and slogans; trade nllllc.'i; appcl-
lation.c; of origin and trade secrets; and 

,. . I ndu..-.t rial Technology oh he Ministry of Dc\'Clopmcnt, 
rcgi..-.tralion.'\. cxtensi<ms of. and additions to, technology 6. To pre\'Cnl acts against industrial property or which 

import conlracts ac; pro\'ided for in Decrees 2350 of 1991 con.'ilitute unfair competition, and lo cstahli<;h the sane-

' and :!.'i9 of 199:!. tion.'i and penalties therefor. 

INC. ·c >MEX shall initiate the registration of the tech- Article 3: For the purposes of thi'i Law. the following 

~ 
nolc~ import conlracts on the tenth of April 1992. lerm.c; shall mean: 

' \\~ To he puhlic;hcd in the Olf'lcial Gazrttr of the Minic;•ry I. The Law: thic; Law; 
~ 

'~ ~ 
~ of Forei~ Trade under the heading "INCOMEX". 

2. lntemalional Treaties: The international treaties, 
.., 

1 

" ~ 
C. 'ordially yours, agreements or convention." to which Mexico i'i a party. 

Si~ed: Leonardo Sicard Ahad, Director-General 3. The Ministry: The Minic;try of Commerce and In· 
dustrial Dc..-vclopmenl; 

(Tranla1ions of 1he form itsclf is available on request 
from 1he TIF~"i office, UNIDO, Vienna) 4. The ln.'ililute: The Mexican Industrial Property In-

stitutc; 

5. The Official Journal: The Oflkial t'rckntl Journal; 

MEXICO 6. The Ga1.ct1c: The Gudk referred lo in Article 8 of 
this Law. 

I.AW FOR mE PROMOTION AND 
PROTECTION OF INDUSTRIAL PROPER- Article 4: No patents, rcgi..c;tration.c; or authori:r.ation.-; 

TY shall be granted for, nor will any puhlicity he made in the 
Gazette of, any of the legal institution." re~ulated hy this 

(Tran.o·,lation of Spani-;h original puhlishcd in the Ofll- Law, when their contents or form arc conlrary lo public 

dal t't'dmdJoumal of 27 June 1991, and effective 2XJunc order, morale; and good cu.c;tomc;, or when 1hcy violale any 

~ 1991 - first of a series) legal provio;ion. 

General Prmisions Artkle S: The Ministry will prnmolc invenlions J havin~ industrial applicalion and !heir commercial 

Nlkle I: The prn1.isinns of 1hi.c; Law arc of public order devclopmcnl hy: 

~-;tnd arc 111 he 1-.h<.cf\·cd 1hrou¢10u1 the entire Rcpuhlic. 1 

t .,., Tlf."S ,l\;rv.-dt•ffrr .\'(1. 46 
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I The dis.'iCmination of documentary information oo 
imenliuns puhlSled domestically or abroad, and ~is­
tance in lheir consultation and me; 

2. The preparation, updating and diw:mination of 
din.-ctorics of individuals and rorporatc enlities dewtcd 
to lbe generalion ofinvcntiom and technological research 
activiti::s, as wcU as the rendering of scr.ia:s related to the 
indmtrial and commercial develolpment of production 
processes or lhe resulling products and services; 

3. The holding of oompctitiom. CODlcsts and exhibits 
and the granting of prizes and acknowledgements to 
Slimulale iJM."llli\.t: activity andcrcatMtyin the dc.'iignand 
prcsenlation of products; an..i 

4. As..'ii~ancc to companies or financial inslitutiom, to 
cany out or fmancc the ooostruction of prototypes and 
indmtrial and commercial <bdopmcnt of certain inven­
tions. 

ArticX 6: The Ministry shall disscminare among in­
dMduak, groups, research, higher education or tecbnical 
~ana: as.50Ciations or insititutioos, information about 
the prmisions of tMI Law and its Rc:gulations and their 
scope, to facilitale their activities in the generation of 
inventions and in the subse'!\!Cnt industrial and commer­
cial dCYClopmcnt. 

To promote and Slimulate inYCDtions and acations 
with an indUSlrial or commercial application, the Milmtry 
may enter into cooperation, coordination and oollabora­
tion agreements, as thc case may be. with domestic or 
foreign. public or private institutions. 

Artkk 7: The Mexican Industrial Property Institute 
will be a semi-Slate agency, with its own juridical capacity 
and patrimony and shall have the foUowing functions, 
among others: 

1. To be the body for consultation and technial support, 
in connection with indu~rial property, for the Ministry, 

2. To dis.'iCminale, as.QSI and provide services to the 
puhlic in l!li'i field; 

3. To cooperate with the Mini~ryinthecarryingout of 
the functions prO\lided for in Articles 5 and 6 of this Law; 

4. To organi7.c and update documentation on inven­
tion.'i puhliW:d in the country or abroad; 

5. To carryout Sludics about the situation of indu5lrial 
property in the international field; 

6. To carry out rc.o;carch of the state of the art; and 

7. All lhc others required for it'i efficient operation. 

Arddc 8: The MiniSlry shall publish at lea.~ quarterly 
rhe Gurtte. wherein the publications referred to in this 
Law will bc made and wherein any information of intcrc5t 
nn indt1'itrial property and other topit11 lo be determined 
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shall be disclosed. The dale it is put into circulalion shall 
be set forth in each \"Olumc thereof. 

INVENTIONS, UTIUlY MODELS AND IN­
DUSTRIAL DESIGNS 

CHAPTER I: 

Preliminmy Provisions 

Arlkk 9: Any individual who makes an ioYCDtion, 
utility model or industrial design, or his assigilcc, will have 
the exclusive right of Clploding the same lo his benefit. 
e;thcr by himself or by third parties who ha~ his roosent. 
in aa:ordancc with the provisiom of this Law and its 
Regulations. 

ArticX 10: The right referred to in Article 9 will be 
granted by means ol a palcnt. in the case of inventions; 
and in the case o( utility models and industrial designs, by 
means of regjstratm. 

Article II: The holder of patents or regjstrations may 
be individuals or corporate entities. 

ArlicX 12: For the purposes of this Td.lc, the foUowing 
terms shall mean: 

1. Nave~ anything DO( found in the state-of-the-art; 

2. Statc-of-lhe-art, the assortment of technical 
knowledge that has become public through oral or written 
description, by exploitation or by any other mean.'i of 
dissemination or information, either domestically or 
abroad. In the case of utility models, only the technical 
knowledge that has been made public domestically will be 
ronsidered. 

3. Inventive activity, a creative process, the results of 
which arc not apparent, from the Slate-of-the-art. to a 
person with technical knowledge in that field; 

4. Industrial application, the poMibility of any product 
or process to be made or used, as the cao;e may be, in 
indusrry, including therein agriculture, cattle breeding. 
fishing. mining. the so-called transformation indu'ilrics, 
comtruction and all types of services; 

5. Claim, the CMCntial characteristic of a product or 
process, the protection of which is prcmcly and specifi­
cally claimed in the patent or re~ration application and 
that i'i granted, in such case, in the respectiYC certificate; 
and 

6. Filing date, the date when the application i'i delivered 
to the Mini'ilry, or to its agcncie.o; a11thori7.cd for thi'i 
purpose, in the inlcrior oft he Republic, provided it meets 
the requiremenL'i set forth in thi.'i Law and iLo; Regulation.-; 
or, olherwi.o;e, when said rcquircmcnLo; arc met. 

Artkle 13: As.o;umcd to be the inventor arc the in· 
dividual or individuals who so purporl in lhc palcnl or 
rcgis1ra1ion application. The invent qr or inventor~ ~hall 
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ha\·c the right to be mt:ntioocd in the corresponding 
ccrtilicalc or to oppose being mentioned_ 

Artim 14: The provisions or Article 163 orthe Federal 
Lahour Law will apply to im"Colioos, utility models and 
ind11'itrial de..~ made by persons who are subject lo a 
lahour rclation.wp_ 

CHAPTER II: 

Inventions 

Artim IS: Patentable are inventions thal are oow:I, the 
result or an inventive activity and smceptible of industrial 
application, in the tenns or this Law_ 

Artim 16: Con.~dered as an invention is every human 
creation that allows matter or energy existing in oahlre to 
be transformed. for exploitation by man. through the 
immediate satisfaction of a specific oeed_ Jnduded among 
inventions are processes or products for industrial ap­
plication_ 

Artim 17: To determine that an invcntioo is newel and 
the resuk or an inventive activity, the stale-of-the-art OD 

the date the patent application is filed or, in such case, the 
recognized priority date, wiU be taken into account. 
Moreover, to determine if the invention is novel, aU patent 
applications filed in Mexico prior to that date and still 
pending will be included in the state-of-the-art. even if the 
publication referred to in Article 52 or this Law is made 
at a later time. 

Artim 18: An invention will still be considered as novel 
even if it has been disclosed. provided that within twcM 
months prior to the filing date of the patent application, 
or in such c.ase, of the recogniud priority date, the inven­
tor or his as.signee had di<iclosed the invention by any 
communication medium or had exhibited it at a domestic 
or international exhibition. When the respective applica­
tion if filed. documentary evidence shall be included. 
under the conditions to be established in the Regulations 
of this Law. 

Article 19: For the purpo5C of this Law, the following 
shall DOI be deemed to be inventions: 

1. Theoretical or scientific principles; 

2. Discoveries consisting of making known or di<iclosing 
something that already emted in nature, even if previomly 
unknown to man; 

l Sche~. plans, rules and methods to perform men· 
tal feato;., game.o; or bu5iness; 

4. Computer software; 

5. Form& of presentation of information; 

6. Aesthetic creation.~ and artiMic or literary works; 

24 

7 _ The methods of surgical or therapeutic treatment or 
diagnosis applicable to the human body and t~ relating 
to animals; and 

8. The juxtaposition or known im'Clltioos or mixtures of 
known products, their variation or form. dimensions or 
materials, unless there is actually a combination or amal­
gamation of such type they cannol function separately or 
that the qualities or charaderistic functions thereof are 
modified to obtain an industrial result not obvious to a 
person with technical knowledge in that field 

Artide 20: The inventions that refer to living matter, 
without detriment to what is provided for in other statutes, 
shall be gow:rned by the following: 

1. The following will be patentable: 

(a) Plant varieties; 

(b) lnvcotioos related to microorganisms, such as 
those made by using them, inventions thal are ap­
plied to microorganism.\ JI' inventions that result 
therefrom. Included in this provision are aU types of 
microorganisms, such as baderia, fungi, algae. virus, 
microplasms, protoma and, in general, cells that do 
not reproduce sexually; and 

(c) Biotechnological processes for obtaining phar­
mochemicals. medicines in general, foods and 
beverages for animal and human consumption, fer­
tilizers, pesticides, herbicides, fungicides or 
products with a biologjcal activity. 

2 The following will not be patentable: 

(a) Essentially biological processes for obtaining or 
reproducing plants, animals or their varieties, in­
cluding genetic pr~s or processes related to 
material which is capable of self-replication, by itself 
or by any other indirect manner, when they consio;t 
simply of selecting or isolating available biological 
material or leaving it to act under natural conditiom; 

(b) Plant species and animal species and breeds; 

(c) Biological material, as found in nature; 

( d) Genetic material; and 

( e) Inventions relating to the living mailer that com­
J>OSC5 the human body. 

Article ll: The right conferred by thr patent will be 
determined by the allowed claims. The specification and 
the drawin~ or blueprints or, in such case, the deposit of 
the biologicaI material referred to in Anicle 47, !iedion 1, 
of this Law, wiU be wed to interpret them. 

Article 12: The right conferred by a patent shall have 
no eff ecu whatsoew:r agairL~: 

1. A third party who, in the private or academic field, 
performs, for non-commercial purposes, purely cx-

T/£S New:;/tttrr No. 4f1 
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pt:rimcntal. s1.;cnlific or lcchnol~cal research. lcsting 
••r lca1.·hing acfoili1.~. and for lhis purpose produce'> or 
IL"il."S a product or prou~ equal to the patented one; 

~- Anyone who trades with. acquires or uses the 
patented product or lhe product obtained by the 
palcnh.-d pro<."C~ after such product has been legally 
introduced inlo trade: 

3. Anyone IA<bo. prior to the filing date of the patent 
application or. in such case. the recognized priority date, 
u.o;cs the patented process .. manufactures the patented 
pnllil!ct. or takes the preparatory measures required to 
carry out such u.<;e or manufacture; 

4. The use of the particular iD\-cntion in transporta­
tion \;chicles. of fllhcr countries., forming part thereof, 
wf11..-n such \·chicles arc in transit in the national territory; 

5. A third party who, in the case of patents related to 
living maucr. uses the patented product as an initial 
source of variation or propagation lo obtain other 
pnlllucts, unless said use is repetitive; and 

t1. A third party who. in the case of patents rclaled to 
products that consi.\t of living matter, uses, puts into 
circulation or trades with the patented products, for 
purposes other than multiplication or propagation, after 
they have hc:i.:n legally introduced into 1rade by the 
holder of the patent or hy the person having obtained a 
license. 

The carrying out of an activity contemplated in this 
Article will not con.stitute an admini~rative infringe­
ment or a criminal offense, in the terms of this Law. 

Artid~ 23: The patent shall have an uncxtcndabk: 
term of 20 years, Slarting from the filing date of the 
application.. and it will be subject to the payment of the 
government fees set forth in the corresponding law. 

In the case of pharmochemical or pharmaceutical 
pnlllucts or processes for obtaining these products, the 
term of the patent may be extended for three additional 
years. prmidcd that the patentee grants a license to work 
the same toa corporaleentitywith a majority of Mexican 
capital. 

The license referred to in the preceding paragraph 
shall he subject lo the following: 

I. It shall he granted by mean.s of an agreement, within 
six months from the grant of the patent or the date on 
which the competent authorities grant the sanitary 
registration allowing the distribution of the product in 
Mexico, whichever i.s lalcr; 

1. It shall he recorded with the Ministry; 

:\. l1s duration shall he from the date of its grant up to 
the date of expiration of the patent, including it~ extcn· 
sion; 

Tl FS NcwJ/crrcr ·'·"· 4fl 

4. lt shall be im.·mcahlc and non-cxclusni: and it may 
be assigned to a third party only if the holder or the 
patent grants his authorization; 

5. It maybe canceled if the grantee docs not work the 
patent in the terms agreed upon. 

Anick 24: After a patent has been gJantcd, the holder 
thereof may bring an action for damages ag;tinst third 
parti~ who may ha"-c worked the patented process or 
product, without his consent, prior to sach grant, when 
such working took plaa: after the effccti\-c publication 
date of the application in the Gazdtr_ 

Artic:k 25: The working of the patented invention 
consists of the utilization of the patented process, the 
manufacture and distribution of or the manufacture and 
trade with the patented product, effected in Mexico by 
the bolder of the patent. The exploitation carried out by 
the person re£crred to in Article (f) of this Law shall be 
deemed as made by the holder of the patent. 

Ar1ick Z6: A Slatemcnt in the sense that there is a 
pending or granted patent can only be made in the case 
of products or processes falling in whichever of these 
circumslances. 

CHAPTER 111: 

Utility Models 

~ 1.7: Utility models that arc novel and that can 
be induSlrially applied will quality for registration. 

Artide28:Con.'iidcredasutilitymodelsarethegoods, 
utensils, apparatus or tool'i which, as a result of a 
modification of their arrangement, configuration, struc­
ture or form, pcrfonn a different function with re.sped 
to the parts that compose them or prcscnr advantages as 
to their utility. 

Article 29: The registration of utility models shall have 
an uncxtcndablc term of ten years, starting from the 
filing date of the application, and it will he subject to the 
payment of the government fcc.s set forth in the cor­
responding law. 

The working of the utility m<xiel and the limitation of 
the rights which its registration confers upon its hold<:r 
shall be governed, where relevant, by the provil">ions of 
Articlc.s 22 and 2'i of this Law. 

Article JO: The rcgi.'ilration procedures for a utility 
model shall he governed, ~here rclcvan1, hy the rulc.s 
contained in Chapter V of thi.'i Title, except for Articles 45 
and 51 through 55. 

CHAPTER IV: 

Industrial Designs 

Article 31: Eligible for regi.~ration arc indu'ilrial dcr.ign..., 
thal arc original and that can he indu'ilrially applied. lJ n· 
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Jc~uoJ a."' original is a design that is DO( equal or 
~-similar to another thal is pOOlidy known in the 
a..lUntry. 

J _ incMlrial ~ 111o-bicb are all ('QIDhinafioos cl 
fpl:s. linc:sor rolourstbal arc inaxporzr.cd in an indmtri3I 
product for ornamctUI purpo5CS and tbal gjvc il a sp:cial 
aspect of its own; and 

:!. I.ndllstrial models. amslilur.ed by acrytridin ... nsiooal 
form thal scncs as a sample or partcm foe the manufacture 
of an indu.cuial produci. which~ ii a special appearance. 
im&:Jar as il docs not imply tcdmical ctrccts. 

Artidt D: The fOlbwiag are to be artachcd to applica­
tion."' b registraboo of industrial designs: 

LA graphic or ploograpbic rqirnduc6oo cl the cor­
rcspordng design; and 

:!. An indicalion d the cypc of produd for which the 
design will be w-.cd 

Article 34: The dc:scriJiioo ronrail!C'd in the applicalion 
shall refer briclly to the graphic or photographic reproduc­
tion of the design. in which il shall be dearly indicared the 
perspcaivc frum which il is illustrated 

Article 35: The application shall include as a claim, the 
tide of the industrial design folbwcd by the wonk "as 
referred to and illustrated aholle". 

Artide36: The registration clindll5trial dc:sigm will~ 
anwx:x1endahlclermclfif'tccnycars,startiogfromthe~ 
date rl the application, and it will be subjcd to the paymem 
of the goymuncnt fees set forth in the corrcspondmg law. 

The MJrlt~ rl indWilrial designs and the limitalion d 
the right.\ which its registration confers upon ils bolder sbaD 
be grr.cmcd, where relevant, by the pr<Mions of Artidc:s 
22 and 25 of lhi.\ Law. 

Ar1ide 37: The r~ion proccdurcs for industrial 
dc..-.ign..\ shall be IP'Cmcd. where rclcvart. by the rules 
contained in Chapler V of this Ttlc, exc.cpc for Article 45 
and 51throogh55. 

CHA.Pl'ER V: 

Procedure for Obtaining a Pa1m1 

Artick 311: To ollcain a patc:nl. a written application ~to 
be filed wih the Mini.wy, indicating the: name and c.ddresi; 
of the inventor and of the applicall, the nalionalily of tbe 
apJ11icant, the title of the DM:ntion, and aD ether informari<in 
caDcd for under thi.\ Law and it.\ R~ and l;Vidcna: 
of the payment of the ra;pmM: gow:nuncnt fee.~ Wll bc 
pr1Mdcd. 

The ~ palenl application and its ab:luncnls wil 
be oonfidcntial unlil the time of its pub!icllDa. 

Artidr 39: A paleol may be applied for dSccdy by lhc 
imailor or by bis ~ or throuP the rqin:sc1llaiM:s 
lhcrcof.. 

Artidr e: wt.:n a paraJt is app5cd for alter it has been 
applied for mother WWllrics, the first filing dale in mother 
rounlry may be~ as tbe priorily dale. provided il 
is 6Jcd in Mexico wilhin the lCrmS esrablishrd in l111crna­
tional Treaties or otbcrwisc wlhm ~ moodis following 
the palcnl application in the aJUDlry cl origin. 

Artidr 41: For ~ion of the priorily rcf'...--rred to m 
the pre<Xdiog artidc. die tOllawiog n:quirrmcnls must be 
fulillcd: 

1. When appl)Ulg for thc patCDl.the appicm shall dam 
the priority and indicalc the a>udl)' of orp and the ~ 
dale clthe applicalion in tbal OOUlllry. 

2- Thal the applicalioa filed in Mexico docs OOl aim al 

the 8Ja111 of addirmat rigJils thal those dcmicd from the 
daiam filed abroad. If dlcrc shall be the inlm to obtain 
addilimal rigli.s than those derived from lhc claims am­
taincd in the application 6Jcd abroad, the priorily shaD only 
be partial and refer to this applicalioa. We rcspcc1 10 the 
adcirional claims, a new priorily claim may be appicd for. 

3. The requirements established in International 
T rcaties, in this Law and its Rcgu)abons mml be fulfilled 
within tJ..rce mooths following the filing of the applicalioo; 
and 

4. There must be reciprocity in the country of origin. 

Article 42: When several imcntors, independently of 
each other,~ made the same imcntion, the righr to the 
palcDl will pertain to the one who Im the applicalion with 
the ~ ~ date or rcoogni7.cd priority date in such 
ccw:, pr<Mdcd said appticalion is nol rcjcdcd or ahan­
doncd 

Artidt43: The palcnl applicalion shall refer to one r.inglc 
invention, or to one group <i invention.\ so rc:larcd to each 
other that they form one single DM:ntivc oonccpt. 

Article 44: If the application docs nol comply with the 
provi'iiorl.-; c:i the prcccding article, the Mini.-;try will ~l 
cooununicate to the applicant in writ~ so that he may, 
within a t~10011th term, divide it imo various applicalion... 
pre.&erving as the date or each one the dale of the initial 
applicaljon and, in 5uch case, the rooigni1cd priority dare. 
If al the end of said term the applicant ha\ not divided up 
hi\ application. the application will be deemed to be ahan­
doncd. 

AIUdr 45: One single palcnl applialti<in may contain: 

1. The claim.\ to a particular produd and claim"' rclari~ 
lo procc.v.a. e~ cona:M:d for it~ manufadurc or 
UI ili:t.alion; 
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!. The daim.<o lo a particular p."oa:M and claims n.-bling 
to ;m apparalU.'i.. lI lo a medium cpccially cuno:i\l:d for il-. 
applic:alion: and 

J. The ~ to a particubr' prodlll.'t and cla9m to a 
pRlO."$ ~ cunccM:d for is manuf'attun: and or m 
appar;llll\ or medium ~ woo:Md for is applica­
tm 

Al1idr 46: 1bc ~and thc machinery or apparatus 
f<I thaininga .ailitymodcl or an incblrial ~ ,,.;t be the 
sOOjcd or palClll appicalions scpan1e rrom the applicalioo 
for ~ioo u( the biter. 

Artidr ~: 1bc folloMng shall acawnp;my a palCDl ~ 

plicalil-.i: 

1.Adcscripliooclthe ~wbidasbalbesufticicnlly 
dear and oomplctc to alow ii lo be fully undmlood and. in 
such C3SC. to guide ;_., implcmcnr.alioa by :somcmc having 
medium skills and knowledge inlbal fdd. ll shallalsoindudc 
the hc:sl mc:dnl llnown by the applDd lo pul the ilnailioo 
inlo p-actia:, when rim is oot dear &vm lhc dcscriptioo cl 
the im.t:nb&n 

In lhcQie cltid~ malCrial in which lhc ~ 
o( the inve11lioo cannol be sci forth in dclail lhcrcin, the 
applicatim WI be supplc111C111c:d by a l'Ct'Cipl showing thc 
dqx'fiil or said malcrial in an insUl&ioo rewgsUzcd by the 
Minisuy, pursuant to the pnMsionsoC thc Rcgulaliomcl Ibis 
Law; 

!. The technical hlucpri111.~ or dra~ required to un­
dcr.iland the dc!.criplioo: 

J. One or more daims, which shall be dear and roncisc: 
and may not he hroadcr than lhc conlc:nls cl the dcsaipliuo; 
and 

.i. An atY..lrad or 1he Uwcntioo, which will be used !iOlcly 
for rW!icalioo and a.'i an elcmcnl or 1cchnical informalion. 

Artidr 41: When a palCnl applicalion Im lo be dMdcd 
up. the applicanl WdJ file lhc dcscriptioo. the c1aUm, the 
hlucprints or dr~ nccc..-.sary for each application.accpt 
for the documcn1a1ioo rclalc:d lo the claimed pric.rly and. in 
such ca'iC:, a lrall'ilation thereof, which arc already on record 
in the parcnl application. The hlucprinl\ or drawing; and 
dc;aiption filed 5halJ not he altered !'oO to modify the irM:n­
tion recited in the original applicalXm. 

Artidr49:Thcapplicanl mayoon\\!rt a palenl application 
in!o one for utility model or an indu..~rial dc:1.ign. and vice 
Vt."fsa, when it i'iapparcnt fr001theconten1 o(thc :.ppbcarion 
that ii doc.'i nol relate lo wh.al i.'i applied for. 

The aPf'lical1l can only cany out the all1VcrMofl of 1he 
applic.alion within lhrcc monlh.'i from 1hc 61i~ dale or 
wi1hin three monlh.'i fmm lhc dale 1hc Mini<.lry rcquc.\IS the 
com-err.ion, pro..-idcd the application ha,., nut hccomc aban· 
doncd. In ca.c.c I he applic.ant Joa; not convert lhe applic.a· 
lion within lhc term gran1cd by the Mini.<.lry, ii .. halt he 
deemed lo he ahandoncd. 

-1-

ArtidrSO: l>no: the~ is f.:IJ. the Minisuywil 
formally c::xaminc the clocuDk.'Ualioo. and m;iy n:qucst the 
applianl lo sp:cify or cbrify wbalC''CI' ii ch:tm nixcsury. 

OI' lo remedy any maiWiJm.. I! the ~ faik lo Ylisfy 
this K.qUircm:nl wilhin a iw.>-llllDh term. the applicalioo 
shal bedttmed to be ahanctnncd The documcm lilcdshall 
under oo circurmlana:s COOlain addilional cbilm or dDns 
broader lhan due tied wilh the~ appicalkm; in the 
bncr case. a new applicalion wii be ncmy. 

Ar1idr s:: Rcpding palcnl appiicalions rclalcd lo 

nuclear coagy, the opinion ol the Nalional COIDllliWao 
on Nuclear Safely and Safeguards will be required prior 
lo lhcir publiadioo. When. in the opinion ol said oommis­
sioll. the inYcmioo cndangtn nuclear safely, in the t~ 
of the Rcgulalory Lawof' Article Tl ohheCom1ilu1ioo on 
Nudcar Manas, the Ministry, onthc ~of said opinion. 
wil refuse logranl the palCDl applied ror. 

No n:coasidcRlioa on rcsolubons is.sued based on lbc 
opinion ol the cilcd c.ommis.sion will be pos.Yblc. 

ArtitX S.Z: The publication or the pending palenl ap­
plication will be c:arricd OUl as soon as poWblc after lhc 

expiration cl a term of 18 momhs following thc fiJiag dale, 
or in such case, the rcconizcd priority date. Al lbc rcquesl 
or applicanl, the applicalioo will be published pn• to the 
cxpiralioo or said lerm 

Artidr 5.1: After ~ or the palcnl applic.alioo. 
the Ministry will make an cxaminalion on the mcris ol the 
inYenlion, lo dctcrminc if' the requircmcnl." cscablishcd in 
Article 15 or rim Law arc satisfied 

Tocany om examinations on the merits, the Ministry will 
request the tcchnic.al support of the lnsUlutc and. if neces­
sary, ii may requcsl lcdmical support from spcciali7.ai 
national •ncics and insliutions. 

Artidr 54: The Mini.wy may ilCCl!pl lX' require the ex­
amination on the mcris carried out by foreign e~ 
offices, in the lcnns cf the Rcgulalioos or this Law. 

Ardck 55: If~ die examination on the me,.._.., it is 
found thal there is a ~ full er partial infringement or 
the ~ acquin:d by third partic.\, thal lhc invmtiun lacb 
R<M:lty, or lhal additional or supplementary information or 
doc.umc:ntalioo i.'i nccdcd, the applicant will be notified in 
~ to make the rc.'ipCC(M: clariflQlion.'i or submit the 
required informalion or documcnlalion, wlhina lcnn or two 
mrnh.\. If the applicanl ,_to (Xlll1Jlly wilh the requircmcnl 
wihin i;aid term, lhc app&:ali<'l'I will he dccmcd lo he ahan­
doocd 

Altklr 56: If the Mini<.lry rejcd.\ the patenl, ii will !'•O 11<d'y 
the applicant in wriing, mentioning the rca."n and the le~ 
grOWl<k for il'i rcsohlion. 

Al1ide 57: When the granl of a palcnt i,., in order, the 
applicant will t-.c nocificd in wriingr.o thal he may ~i.'ify the 
rcquire"1Cnt!i for iL'ipdllication, and pay the ~M:mn:n& fcc.'i 
for !he i.v.uana: or the Leners Patent within ii lerm of IWo 
monlh.'i. tr. al the cxpirali('l'I or~ lerm. the i1pplican1 ha." 

17 

' 



• 

; 

·~-,..-~ 

• 
.~ -

' 

' 

faikJ 10 compl~- ..,;1h 1hc pr-t1'-isklll.~ of lhis Article:. hi.<o 
appli<:a1ion ..,;n he deemed 10 he abandoned. 

.Vtirlr !ii: The Mirmn)-. due 10 jmlific:d ~ and 
up10 n."q\ll~ made JD.• lo lhc cxpir3lioo of lhc lcrms 

c.~abWledin Artidcs.Uand.55ofthisl..aw.mayarcndlhcm 
tdy tmr time. for a ikc pcrilld 

Artic1r '9: The Mnwy,,,;i issue Leners P31Clll for each 
palc.'111.. ..,-hich v.;J scnc the bolder ~ ~~ and olfllCial 
~111 of lhc palcnL The Ldlers Patcnl wil ildJdc ooc 
C11J'Y ,,,. the speci6calion. thc claim.\ and lhc drawings. ir any. 
and tt.: fo&~ wil also he nxordcd tbcrcio: 

~ Name and addn3 or the pct5(XI or perstm to Mlc1ID il 
r. ~<iUl-d 

J_ Name of the~, .. or imallors; 

4. Ring dale of the ~ion and. in such case the 
n:n-pin.-d prioriry dale and dali: of ism&:; 

5. TO:oflhc ~and 

6. ltstcnn. 

Artidr fO: Once lhc pilled is ~ed. lhc MiMlry v.'ill 
pOOisb ii in lhc ~which wil CODlain the inforln3ldl 
rcfcm:d to in Artidcs ~. sa.tion 4. and~ of this Law. 

Altidr61: ~ wil be pcrmincd in the tCJl or draw­
ings of a Lcnc:rs Pa1cn1 only in the iJlawing ascs: 

i. To oonm olJviom cnors or formal cmn; and 

2 To timil lhc soope of the daUm. 

(Tobcconlinucdin the llClllissuc ofthc~Nr"*lkr> 
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