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Dear Reader,

TIES is now completing its 10th anniversary and this issue of the
Newsletter gives an account of the preparatory work for the next Meeting
of Heads of Transfer of Technology Registries, planned to take place in
Lima, Peru, from 5-9 December this year. .

The occasion seems appropriate to recall that TIES is a network
through which the institutions in charge of evaluating the transfer of
technology agreements in developing countries, normally designated as
Transfer of Technology Registries, co-operate in strengthening the
capabilities of the member countries in their negotiations with foreign
suppliers of technologies and in optimizing the use of the imported
technolonies for the building up of their endogenous technology tase.
Within the framework of TIES, a substantial amount of infomation on the
characteristics of the technology market is available and exchanged on a
reciprocal basis.

It should also be recalled that it was the experience accumulated in
the operation of TIES that shaped the programme of UNIDO on Technology
Acquisition whose main purpose is to stimulate mechanisms aimed at
facilitating the technology flows from developed to developing countries
and among developing countries themselves, and to strengthen the
cap bilities of the developing countries for the acquisition and
negotiation of technology, not only in equitable terms reflecting arms-
length transactions but also in conditions appropriate to the local
environment, thereby allowing the absorption of the imported technologies
and the upgrading of the local technological capacities.

The programme underscores the role of negotiation of technology and
requires the handling of an integrated and mutually supportive package of
programme elements oriented to the different levels of decision making
while impacting at different layers of the technology system.

All our readers are familiar with our training activities for
negotiators in the form of workshops and seminars, or with our Technological
Advisory Services designed to provide assistance to government insitutions
or companies of developing countries in the negotiation they have to face
vith their suppliers and partners.

In parallel with such practically oriented activities, a subsrantial
effort is being made to prepare guides and materials for the use of
negotiators, in particular a Manual on Negotiation which is intended to
cover all relevant issues that decision-makers and government officials
who handle matters of technology acquisition should be aware of.

In subsequent issues we will not fail to provide our readers with
details on the progress of the work in this important area.

Development and Transfer of Technology Division
Department for Industrial Promotion, Consultations
and Technology
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12th meeting of Keads of Transfe: .f Technologey

Zegrstraes

UNIDO is wmaking preparations for the next meeting
of Heads of Trsansfer of Technology Registries which is
planned to take place in Lims, Peru, from 5 :o
9 Decesber 1988,

Tnis meeting is regarded as an important event,
not only because it earmarks the 10th anniverssry of
the TIES System, but also becsuse the cime is ripe to
initiate a mev dimension for TIES.

The meeting vill provide an opportunity for
discussions ou issues such as the effective role of
TIES sesbers in the formulativn and implementstion of
techaoclogy policies in their own countries; in
stimulating regional co-operation and South-South
transfer of technology snd in introducing innovative
spproaches to cope vith traunsfer of hazardous
techoologies; environmental impact of imported
techanologies; mmd licensing practices in nev and
emerging fields, as in the case of biotechnology oz
softvare.

Bsturally, the CORIS software will be an
indispenssble ingredient of the meeting, tnis time to
be presented as s final and suitsble product slready
tested and operationsl in some traansfer of techanology
offices. The opportunity offered by the meeting will
be taken to revitalize sowme TIES-zelated programmes of
an on-going uature and oriented either to
strengthening the capabilities of negotiators, or to
improving the efficiency of the iransfer of Technology
Registries. In this connection, work is being
undercakes on the following mstters:

(s) Regulstions and jurisprudence on transfer of

technology

Inis work vill consist of detailed country
profiles on transfer of technology organized in such a
vay as to traasmit to the utilizers a clear
understanding of the legal and institutional
infrastructure directly or indirectly related to
technology evaluation and negotistion. Tne country
profile will include:

- The list of lavs and regulations touching on
trsasfer of technology and, in principle,
also on foreign investsent because of tne
uvsusl interrelationship between foreign
inovestment and transfer of technology;

= The presentation of surh lavs and
regulations, either par ly or in its
entirety, as appropriacte;

- The identification of the institutions with
which the technology suppliers have to desl
while on business in Che countries concerned,
as vell as the respective hierarehy or
isterrelations’

= Particulerly concerning the evalustion and
the segotistion of trsnsfer of technology
sgreemencs the vork should include the
jurisprudence of the transfer of technology
offices, i.e. oo their actus) practices in
comparison vith the prescriptions of the lev.

(») Pei.odical reviews on technology flows

Within the framevork of this sctivity UNIDO is
intending to prepsre s software for the processing of
informstios collecte} from the TILS members which
vill sllov for the retriaval in different
combinstions of the dats to meet sd hoc requests o5

vell as prepare periodic studies and reviews oo the
transfer of tecanology. Tnis software wili permit &
full exploration of the potentisl of the information
excnanped vithin TIES. It is envisaged to
predominantly use the TIES 1 information which can
hovever oe supplemeated by sdditional dats of a
non-confidentirai nature.

(c) Compendium on wodel forms of agreements and

52212 agreements

The objective of the work is to create s library
of model forms and saaple agreements covering tae
widest possible range of sectors, clauses and
circumstances thereby msking sufficient msterial
available to megotiators to help in the drafting a=d
negotisting of agreesents as sppropriate to the
specificicy of their problems. Additional to thne
coepilation of the material it vill be necessary to
carry out further vork of abstracting, clessification
and publication of lists of the available elements
for reference by the potentisl ut:ilizers. Such work
is being carried out for the purpose of cresting an
expert system for the use of megotiators in the
futere.

RECISTRY NEWS

Portugal's nev deal for foreign investors

Bev regulstions for foreign investment in
Porcugal were published on 18 July 1980,

Portugal’s entry to the European Ecouomic
Community six montns esrlier required the adaptation
of previous legislstion during the tramsition period
and to conform to genersl Commmity normes.

Basically the nev package simplifies the process
of foreign investment, substituting the focmer system
of assessments for one of prior declaration, and
giving this institute s pre-eminently promotional
role.

The contractual system hovever remains in force
for investments of particular interest to the
national ecoaowy.

The nev systes is governed by the following
principles:

(s) Equsl rignts for sstional or foreign,
tesident or non-resident, investors;

(b) Rights to establishment in &1l sectors opes
to private investwent;

(c) The rules spply to all foreign investment

independent of its origin, made or
othervise, by sstionals of EEC member
States.

Under the eystes of prior declaration the
investor provides the institute witn details of his
plaaned investament in Porctugsl.

The institute has twvo months to assess it. AL
the end of this time the project is tecitly
considered as spproved.

Apsrt from this genersl eystes, the contract
systen has been msintsined because of its isportance
in attracting selected projects canvessed
specifically by the institute, wvhich nov assmes the
role of chief promoter of Portugal as en aras for
investment.

Contracts sre reservad for invescment projects
of specisl significance to the economy snd any




Portuguese company, slready existing or in formatiosm,
and having foreign partners, may be included in this
systes.

lavestaent contracts sre signed betveea the
investor and the Portuguese Stace (represenced by
this institute) and available incentives coasidered
most suitable to the individual investment may be
applied.

Bev traasfer of techuologv regulstions in Spain

Pursuant o its sccession to the Europesn
Economic Cowmunity, the Government of Spain
reformulated the regulstion on transfer of technology
towvards libersliziag the technology flows into the
country zlthough keeping & momitoring function in
this isportemt area.

The pressble of the Royal Decree 750/i977 of
18 December 1977 reads as follows: “Ine
decree 2343/1973 of 21 December 1373 pudblished in the
Officisl gazette of 2 October has been, together with
the respective mormstive acts, the instrument that
hod so far regulated the transfer of foreign
technology to Spanish enterprises. During the period
in vhich the above-mentioned decree was enforced, the
sdministrastion was sble to exercise control on this
especially isportsnt matter councerning the national
economy. However, due to the important industrial
development that cur country has experienced since
tnat date, oo the one hand, and to tne imperative
need for liberslizing such transsctions as a result
of its "current” nature, on the other, it has become
urgent to establish a more liberal legislation on
transfer of techmology than that contained in the
sbove-sentioned decree.”

The present Royal Decree reflects this change
sad expressly derogates the normstive scts so fir
enforced. At the same Cime it alss to accommdate
the essentisl prianciple of liberalization coniained
in article 2.1 to the need feit by tne sdmiristration
of having avsiladle s detsiled qualitative knovledge
of the type of technology and tecnnical assistance
imported by Spanish enterprises as well as on the
expenres of participstion of Spanish eaterprises in
projects of technological research undcrraken outside
our national borders both by international consortis
of enterprises with the psrticipation of Spanish
enterprises snd by the Spsnish mcther enterprises
theaselves.

The objectives of liberalization snd informstion
ate aade compstible through the establishment of a
process of prior sdministrative verification of such
transactions, similar to thsr presently enforced, for
certsin foreign iavestments :io Spain, the process of
wvhich has proved to be a valusble source of
statistical kaowledge which in no way coaflicts vith
the prisciples of liberalizetion snd mobility c€
isternstions]l merket flovs. As s guarantee thst this
process of prior verification does not iwply the
granting of discretionary povers to the public
adsinistretion io relstion tc «<he forsign transfer of
taschoology and technicsl sesistence, Article 2.6
enphasizes thst the fsvesrable verification csn cnly
be demisd when the vslue of the considerstion is
ostensibly bigher than the resl vslue of the
techuology transfer from the technicsl assistance
sendered.

The Roysl Decres espovers the Office of the
Genersl Diresction of Externsl Transactions as the
ounly ergmizstion in charge of verifying the detsils
of transsctions but establishes s mechanise which
permits the Office of the Cenersl Direction of
Industrisl Inmovaticn end Technology to have s
case-by-case knovledge of the operations submitied
for verificstion. At the same time the Roysl Decree
daclares thet the registraticn of transfer of

technology agreements subeists for the sole function
of statistical coatrol, without implying that tne
cregistration of contrscts has the aature of &
discretionary adsinistrative sct or of being s
requisite for the validity of the costracts.

T QINOLOGCY ACQUISITION

Iotersationsl techaology licemsisg: swrvey results

We have recently received the abovementioned
paper pudlished by the Organization for Economic
Co-operatior. and Development (OECD) in Paris, the
summary and introduction of which we reprint
hereunder. WUe found many of the results extresely
interesting and those of our resders wno wish to
obtain & copy may do so by writing to
Mr. Granam Vackery, c/o Industrial Policy Divisioun,
Directorste for Science, Technology and Industry,
OECD, 2 rue André-Pascsl, 75773 Peris, France.

Suwmary

Tais paper presents results of s survey of
international licensing~out activities. Tne survey
sample vas hesvily veighted towards large encerprises
operating internationsliy with foreign production
facilities, snd which vere licensing in the
chemicsals, mschinery, drugs, electroui.s and
cosputing, food snd metals industries. The survey
consisted o0f tvo parts comcentrating in turn on:

(i) Licensing-out activities; and

(i1} Problems sssocisted with licensing out.

Key findiigs oun licemsing sctivities include:

- Technolagy licensing is increasing for wost
enterprises, particulsarly tne smaller snd tne
larger enterprises, but less so for
sediun-tized enterprases;

- Liceasing is & particularly imporcact strategy
fbr one suo-group of enterprises which receive
relatively large returns on liceansing compsred
with RAD, and wnich tend to be enterprises of
smaller size;

~ Licensing enterprises reported that they vere
engaged in 8 wide variety to other kinds of
techaology transfer sctivities, renging from
joint ventures (the most common) and ssles of
techoology, through techuical service
contracts and supply of tura-key plents to
ssnagment contrsacts and other forms of
technology transfer;

- Technology iicensing is not incressing as fest
8¢ other technology trenefer asctivities,
notsbly joint ventures, ssles of tachoology
and technical service coatracts;

- Liceusing is coancentreted is industrislised
countries snd in the developing countries of
Asis. Licensing to developing countriss in
Lstin America, and especislly in Africs and
the Middle East, is less frequentc;

- Two~-hirds of enterprisse reported thst they
directed licensing towerds estsrprises
unrelsted by equity holdings. Ove~quarter of
eLcerprises reported that they take equity
participations when licensing out, sad ooe 1n
seven entecrprises licensing sainly to
independent enterprises reported that thay
take equity;

- 1n mosct cases the technology being licensed is
scill being actively used by the enterprise




licensing-out the technology. It is more
Vikely to de process than product tecnnoiogy,
but wost commonly enterprises reported
licensing botn product and process techaology;

= Patents and know-how, or knov-how alone, were
the basis of most licensing agreements, and
technical services vere wost frequently
provided ss part of licensing activities;

~ Most licensing arose from requests from
foreign enterprises. Joiat venture activity
is en occasional source of licensing té third
parties, particulacrly for enterprises which
Teported that they took equity participation
shen licensing;

- The wajority of enteryrises cousidered tnat
territorial limits (e.g. areas ta vhich the
licensed enterprises may not export),
exclusivily provisions and market limitations
are the sost important elements in licensing
agreements.

The chief probleas and disincentives associated
with licensing include:

- Exchange controls, government regulations end
insdequate protection of industrial property
trights in developing countries. Probless in
developing countries were by far the most
frequently cited in the survey;

-~ The same set of problems were also common in
Esstern Europe;

- In industrialized countries, competition
(entitrust) legislation and taxation gave
particular proolems;

- Government regulations - notably in deveioping
countries and Eastern Europe - gave particular
concern vhen enterprises were ssied wihicn
proolems gave thec tne mast severe
difficulty. Thise were followed by
competition legislation aad inadequate
industrial property rignts protection.
Respondents Chougnt thnat all these mactcers
will be continuing problems;

- One-half of enterprises repor:ed that tne
msjor prodlems listed above had prevented
sgreements being reached, snd th.es quarters
reported that tney had caused uadue delays,

- Similsr problems were experienced in the home
country of the enterprise licensing-out the
technology, particularly regarding taxation
snd competition legislstion. But sll problems
in the home country were cited much less
frequently then, for exawple, prodblems in
developing countries;

= Vinglly, s significent minority of eaterprises
veported tnat they faced disincentives vhen
licensing due to export controls for reasons
of nationsl security, and due to restraints on
licansing when the technology had been
developed with government subsidies or under
government concraccs.

1. Ineroducton

The development and spplication of new
technologies are of fundsmental importsnce for
econosic growth and change. Tne speed sncd efficiency
vith which enterprises and countries can apply new
technologies and use the technoloygy developed
elsevhere is one determinsnt of their long-ters
sbility to compete. Technology 1s transferred between
enterprises and countries by s variety of mechanisms
with verying degrees of control ~ raunging from

internal transfers vithin the ssme eaterprise, through
joint ventures virn potential competitors, tecmaology
licensing, ard sale of technology outright, or
incorporated in “urn-key plants, macninery and

equipment.

Despite & great deal of interest inm this subdject,
relatively little researcn work has been carried out
on many important sspects of the processes vheredby
technology is transferted internationslly. Worx has
concentrated either on regionsl or development issues
{particularly Morth-South issues) (1), on examinstion
of aggregate national statistical date requiring
careful interpretation (2), or is dravn from a
relatively small sample of natiocnsl enterprises (3).
The survey vhich is summarized in this paper sttempts
to fill oae of the gaps in our knowledge of recent
trends snd issues in internaticnsl licemsing-aut
sctivities of enterprises. The survey comcentrates on:

= The relative importance sad role of
licensing-out in enterprise strategies
(licensing-out is undertasken by the proprietor
of the technology being licensed); sud

= [Important prodlems sud issues encountered by
enterprises vhen they asre licensing-out.

(a) Survey method

The survey was carried out through s postal
questionnaire seat to & selected sample of individual
mewbers of the Licensing Executives Society
International (LES), a non-profit sssociation of
licensing professionals with mewbership drevn from tne
professions and company executives based in countries
throughout the vorld snd involved in licensing

technology. The questionnaire is attached in
annex 1. The sasple is limited in two ways:

(i) It was dravn from & restricted group
comprising LES mempbers directly concerned witen
licensing in manufacturing; and

(11) Tne sample was dravn from members who hid been

contacted in advance and asxed to consider
completing and returning the questionnaire.

However, by selecting those wno ave directly
involved in licensing tecnnology 17 vas possiole Co
obtain a high and reliable survey response.

(b) Sample siz~» snd vesponse rate

A total of 255 survey questionnsires were posted,
and responses vere received over he period from
end-1985 to =id-1986. There were 119 usable
Tesponses, ) .e. 8 4] per cent response rate, out of s
total of 155 responses (including inapplicable and
insdequate responses, cnanges of sddress, changes of
function, etc.), i.e. 8 reply rate of 61 per cent.
The distribution of usadble respocases by country and
region is shown.

L R A

Joist venture sgreemwats

"Joint venture” is & ters ueed to describe s fors
of international long-term co-operstion, snd tha joint
vanture sgreement (hereinafter referred to as “"JVA")
15 & contrect wnich ewoodies the will and incention of
the parties engaged ir such co-operstion.

One of the cheracteristics of internationai
ezonomic re:la.ions is that, from time to time, they
creste nev forms of internationsl co-operstion and
thereby necessitate the crestion of nev contractual




arrangements. Such nev contractual srrangements
become nww types of contracts with their own problesms,
principles, solutions and rules.

Joint ventures cawe into being after the Second
World War as s nev fors of foreign investment.
Already, before the Seconéd World War, it wes a
standard practice that enterprises from developed
counries invested assels into other developed or
developing countries. However, wost of these
investments were sade without any local partners.

They were a hundred per cent foreign-owned investmwents.

Afcer the Second World War investors from
doveloped co:tries, before investing into new and
independect developing countries, started to search
for local partmers. Such partners vere suddenly
considered as an asset in establishing new businesses
in foreign countries, since they could better solve
locsl problems snd could give a local image to &
foreign imvestor. Oun the other hand, local
entrepreneurs were eager to acquire foreign capital,
know-how and techuicsl skills, vhich foreign iavestors
were ready to bring vith thes and vhich vould enadle
thes to start asev snd wore profitable industrial
undertakings faster.

Thus, all the ingredients for a successful start
of & nev form of internstioal economic co-operation
vere there. Starting from the early fifties until
today, joint ventures became a more and more used tool
for foreign iuvestment into produciive capacities of
developing countries.

At the same time, the very success of this form
of international ecomomic co-operation brought new
problems and doubts. Some joint ventures turned out
aot to be as beneficisl for develaping countries as
expected. Some JVAs vere considered as one-sides in
favour of foreign partners and too expensive for local
participants. Local investors started to feei tnat.
vhen all the profits, management and licence fees and
other expenses are put togelner, they are paying Loo
much and over too long a period for what they receive
tnrough & jo.nt venture arrangement.

Joint ventures, as a2 form of international
economic co-operation, started to be questioned as a
vehicle for industrisl development of developing
countries. AL tne sawe time, infernational practice
of joint ventures as well as the JVA, became objects
of intensified scudies.

During the last two decades, in msany
internationsl fora it was pointed out that developing
countries do not have enough experience in negotisting
such srrangements, while trensnational corporations,
wnich became the best known and the largest
internstionsl foreign investor, mastered the
techniques and skills of negotisting and structuring
of joint ventures.

In this situstion, many internationsl bodies,
primarily verious sgencies of the United Mations,
stepped in and & long and tedious process of
slucidation and exposing of various sspects of foreign
invescment practices has started to grow. This
process is not yet finished.

The teason why this process is not yet completed
is the fact that joint ventures, ss s form of
intazrnstional long-ters economic co-operstion, has
shown iteelf to be & very resilient instrumsent. In
spite of all the criticise and doubts, in the field of
internatiosl economic co-operstion, thcre is no
substitute for joint ventures. If parties fros
different countries wish truly to join their forces in
sterting 8 nev industrisl production, if they truly
vish to combine thaeir efforte by linking cheir riske,
they do ot heve s better irstrusent today than to
form s joint venture. All other forms of

co-operation, such as for example, licensing,
long-term industrial co-operatioa, sub-coatractang,
etc., are forms in vhich the visk of the participants
is aot teally coupled to such a degree ss :t can bde
schieved through a joint venture arrsagemenc.

These are the ressons vhy a coatinuation of
studies of various aspects of joiat venture
arrangesents and agreesents is necessary ead
desirable. For these reasons, UKIDO nas dacided to
coantinue with publicaticos dealing witn this problesm.

What is & “joint veuture™?

The tera "joint venture” is not used consisteatly
in internstional business terainclogy. The plain
meaning of the term "venture™ mesas an undertaking
involving chance, risk or danger. Tne ters “joint
venture” means & "joint undertakirg”, and parties in
international business transactious tend to describe
different kinds of their joint efforts to achieve s
common sim, 8s a “joint wventure”.

Thus, for example, the term “joint venture” is
very often used in civil engineering, coustruction,
building, snd equipment supply industries.
Contractors, who decide to join their forces for a
limited period of time in order to jointly build a
plant, ofren call their agreement s “JVA" (sometimes
also referred to as "consortius sgreement”).

The name "joint venture” in the comstruction
industry does not in itself reveal the different types
of possible internal relations of tne parties who have
concluded it. Internal relations of parties in such
"joint venture agreements” are basically of two
different types: one type is created on the basis of
8 complete pooling of funds under & unified leadersnip
with joint and several liasbility toward thne claent,
while the other type is an arrangement where every
participant works for himself, althougn they have a.so
undertaken joint and several liability tovard the
client. Such joint ventures sre formed thnrougs a
contract and they are therefore sometimes referred to
as "contractual joint ventures”.

However, regardiess of the type the parties
decided to create, sucn joint ventures are formed only
for a limited pericd of time, namely only until tne
project for which the venture was forsed has not been
completed. At the same time, such joint ventures do
not become legal entities and, as s rule, sre no:t even
registered in any public regiscer. They exist as long
85 the contract wnich crested thes remains in force.
As soon as such a contract is terminsted, the joint
venture dissppears. In seny jurisdictions such
associstions are simply considered as partnerships.

"Joint ventures” whicn sre the subject of this
arcicle sre of a different charscter. Such "joint
ventures” were until receatly referred to as "direct
foreign investments” or only "foreign iovestments™.
Although these terms are still correct today, they
have fallen out of use becsuse these days foreign
iovestments inco developing countries sre in most
cases made vith & locsl psrtner and not sny longer so
often by foreign investors alooe.

Consequently, ve mey describe s joint venture in
the field of foreign investments, Co have the
folloving characteristics:

In the first place, a "joint venture” in the
field of foreign investments in s long-ters
arrengement. Such joint ventures ususlly have s life
8pin o; between 10 snd 30 years., Sometimes, parties
do not even provide s time limit for the durstion of
tneir contracts, The assusption under wnich these
joint ventures are sometimes established is thst the

parcies will jointly run an undertaking for se long ss
the venture is viasble.




la the second place, tne “joint venture”
arcangewent itself is oanly a framework for a much
vider co-operatior in four different aspects, namely:

(1) 1o the partnership aspect;

(2) 1Ia the incorporation aspect of tne whole
arrangement,

(3) 1la the field of ctransfer of technologv: and

(4) 1In tne field of services wnich one partner

may undertake for the joint venture.

Joint ventures in the area of foreign investments
imply the crestion of s nev legal entity by
incorporation of the partnersaip whichn vas established
through the JVA. The nevly incorporated body has an
existence of its own, apart froe the joint veature
contract vhich msde the basis for its coeation.
Therefore, such joint ventures are sometimes cglled
“incorporsted joint ventures”, in contrast to the
"contractual joint veantures” wnicn are practised in
the field of construction.

Moreover, JVA very often consist of a “package”
of various contracts, since joint ventures sre usually
msde when there is s need for nev technology.
Therefore, transfer of technology contracts and
varicus other types of service contracts which wmay
accompany an incorporated joint venture, maxe the
legal structure of joint ventures even wore complex.

As a consequence of indiscriminate usage of the
tera "joint venture”, one should be careful to
identify in practice exactly the type of the joint
venture in question. In further discussions, unless
we specify otherwise, our reference to "jeint
vantures” shiall sean the joint venture in tne foreign
investsent field and not in the construction field.

Legsl framework of joint ventures

The practice of international economic
cn-operation knows several distinct types of foreign
trade contracts. Sucn contracts may be in the fieid
of internsctional trade, international comstruccion,
international long-term industrial co-operation,
foreign investment, transfer of technology, etc. All
such contracts have different rules and principles.
Therefore, it is very important to identify tne
contractual type into which an intended business
srrangement will fall.

All contracts have s legal environment inco which
they have to fit. Some contracts are more
"internstional™ than the otners. For exsmple, an
internstionsl sales transaction may barely be
concerned with domestic legislation of the exporting
or the importing country. An internstionsl
construction contrsct will probably be closer to the
dowestic legislation of the country where the works
are being executed than sn import sales contract into
that country.

Hovever, it is 8 feature of foreign investment
contracts, that they are very deeply connected with
the legislation of the host country. MNot only chst
such concracts have to be msde in sccordance vith the
rules and vegulations provided in the local
legisletion for such contracts, but tne future joint
venture enterprise vill be located on the territory of
the host country sad will, cherefore, be entirely
subject to the tules and regulations of that country.

As 8 consequence of such close ties of joint
venture sgreements and operations of joint venture
units vith locsl legislstion, attention nas to be
drawn to sreas of law to which joint venture
arrangements have to pay attention.

We shall, therefore, try to identify the legsl
framevork of joint ventures, depending on the area of
lav vhicn may be applicable to such arrangements.

JVAs have to pay sttention to the rules coantained
in the following national areas of law:

(a) Contract lav
JVA is a contract and therefore such agreesents

fall under the applicable national lavs whick regulate
contracts.

National contrsct laws or "codes of obligatioas™,
8s they are often csiled, have, as a rule, s general
part and a specisl part. General parts ususlly
contain general rules applicsble to all contrscts
which sre subject to that lav, like, for example,
rules oo the formation of contracts, suthority to
conclude contracts, mistaskes in msking contracts,
penalties, damages, payment of interest, statute of
limitation, etc. Specisl parts contain rules on the
rights and obligations of parties which concluae
specific contracts. Such specific coutracts are then
regulated in detsil in such codes.

For example, the contract on the sale of goods is
usually the msost deteiled contracc contained in
various nationsl lavs. Mationsl codes also contain
extensive rules on various other types of countracts
like, for example, tenancy, comtract of vork, agency,
msndate, lease, surety, etc.

The above-described system cf nstional codes is
such that, for the contracts which are nosiuated in
thes, they contain specific rules on the rights and
obligations of parties in such contracts. However,
they dc not contsin any specific rules on rights and
obligations of the parties in contracts which are
"nev” and which came into use only efter tne code vas
enacted and sre, therefore, not even sentioned inm sucn
codes. However, even such "new" contracts are subject
to the rules applicsble to all contracts as contsined
1n special parts of tne national codes.

That means thst all contracts, regardiess wnerner
they are nowinated in the national codes or not, fail
under the provisions of s nationsl code.

Contracts on joint ventures are of a recent
origin, Some 40 years ago they were harcly known to
exist. This is one of the ressons why most national
codes do not contain any specific rules for sucn
contracts. Tne other resson is that sany countries
nave ensacted special legislstion for joint venture
agreements, providing elsborate rules for such
contracts in the legislation.

The fact is, that the rules on the rights and
obligations of the parties in & joint venture
sgreement are not contained in nstionsi codes on
contracts, although such contracts fsll, slong witn
all other contrscts, under the genersl psr: of
national contract laws or codes.

(b) Administrstive lav

There is s noticesble tendency in developing
countries to regulate JVAs through sepcisl lavs end
through various adsinistrstive regulstions, Many
countries have enacted special legislstion regarding
foreign investments. Such specisl laws contsin rules
on the specisl conditions under which & JVA may be
concluded, sdministrative procedure for registration
of such contracts, approvals of State sdministrative
organs necessary to be obtained for such contracts to
enter intoc force, rights and duties of foreign
iavestors, of domsstic parctners, etc. The same is
also very often true for the transfer of technology
congracts,




The purpose of such legislation was manifold. Oo
the one hand, the riles were shaped in srder to
protect the domestic partner from excessive demands of
foreign partners, and to secure a certain degree of
control aver foreign capital investments into their
nationsi economies.

On the oiher hand, such laws were also mea‘'t to
be of help to foreign investors, since they have
ususlly counsolidat=d in one act the whole regulatory
areas of irterest for the status of a foreign investor
and technology supplier in that country. Furthersore,
the vhole field of JVA and transfer of technology
sgreements wvas coatained in one act for each area, and
they vere thus easily accessible to all the interested
parties.

(¢) Company lav

As 2 rule, 8 JVA vill bde followed by
incorporation of sa enterprire or a cospany in the
country wihere it vill be registered and established.
Such registration may be effected in 8 country only in
:ccotduu with the provisions of the local company

aw,

Similarly, the internsl management structure of
the nev cowpany, the type of the company, the position
and rights of shareholders, the rights of managers,
the operation of the company, as vell as many cther
questions, vill all be regulsted by the relevant
aational company laws.

(d) Taxation laws

The newly established company, as well as the
foreign and locsal investors, will have to pay taxes in
accordance with the taxation laws of the councry of
incorporation, while the foreign investor will also
have to pay taxes on profits transferred to his
country of origin or to another country in accordance
vith the competent taxation lav.

(e) Foreign exchange lavs

The incorporated company will exist and work on
the territory of the local nartner. Therefore, this
company will in all respects be subject to the laws of
the country where it wvas incorporated snd where it has
its sest, including to its foreign exchange laws.
Therefore, the vhole foreign exchange regime,
including ctransfer of profits abroad, transfer of the
invested capitsl, will be subject to such laws.

(£) Other laws

whatever vas stated under (e) above, is also true
for the whole field of labour relstions, customs,
immigration, sccounting and reporting, etc.

(g) International law

Foreign investments, in relation to other types
of commercial transsctions, have a peculisrity.
Namely, in certain csses foreign investments could
fall under the scope of internstional law. If that
happens, governsents will take over the case of their
citizens and pursue the matter in direct negotistions
vith foreign governments. [f governmencs reach an
agreement on the issue, they will arrange for s mutual
compensstion of agreed damsges and/or of nationslized
property, snd the respective government will later
compensate its citizens vith the proceeds received
from the foreign goverament.

It is an astablished rule of internationsl lav,
that countries have the right to intervene in order to
protect their citizens sgainst scts of foreign
governments, if citizens need such protection. This
rule vas extended by developed countries in the 19th
century also to situstions when the property of their

citizens was taken avay as & result of an act of
national:ization Or expropriations of s foreign
government.

As 3 result of these historical deveiopments, it
is claimed, that sodern international law contains
tules whereby States can protect their citizens
against taking avay of their property, as vell ss
certain rules on the duty of goveraments to pay a
prompt , effective and sdequate compensatioa. The
existence of these rules is oot alvays read:ly
cecognized by some developiag countries.

(UNIDO is preparing an extensive study covering
all aspects of joiaut venture agreements, of whilh che

above is the introduction. The finsl document will be
available later this year.)
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Sowzcas of finamcisg

The objective of this article is *o mske the
reader familisr with the main factors which play s
role when outside finsncing is required. Special
emphasis is placed upon the requirements and criteris
set forth by banks and the way finsnciers are to be
approached.

The structure of the article includes the
following parcs:

= What are the basic thoughts wvhich have Co be
kept in miad during the vhole process of the
search for funds for amy project?

- What are the msin foras by which s project cao
be financed?

~ What sre cthe main requirements which outside
financiers usually iampose?

- What are the specisl requirements by banks and
by development banks?

- What sre the special procedures vhich are
adhered to by banks and developsent banks?

= What ste the main development banks in the
region?

= What is the development ‘astitute in your
country which might be involved in the
financing of your project?

- Can part of the project be financed by s donor
country in the industrisalized world?

- Financial aspects (sdventsges and
disadvantages) of joint ventures.

- What do wve need to knov sbout & project before
banks can be spprosched?

-~ Wow snould outside financiers be approached?
Wnat sie the basic thoughts to keep in mind:

Any project ~ whether it isplies techaology
transfer or not - requires to be financed. In msny
cases, the financing represents s boctleneck. This is
especially true where plans hsve been made and the
financisl end of the mstter is decided to be dealt
wvith later on.

- Financing should be considered from the very
beginning.




- The sourcing of funés is s dxfficult, delicate
and time-consuming satter.

The purchase of knov—how and equipment requires
sn investment plan. Suca a plan needs tne input of
all parcies involved, including the finsaciers: Tmis
wesns that the pian cannaz de definite, beifore
financiers have been approached. Ana before
approaching a financier the projezt promotors should
have a clear viev of the approximate amounts of money
involved:

= Lani;
- Beildings;
~ Equipment, etc.

It should be stressed here that tne financial
wmarket is imperfect, which meaas that there are no
stsndard “financisl paczikages” for sale. Tais is tne
case even in the wost developed countries. HNames of
potential finsnciers may be available, even theur
goals and objectives may be known etc., but sll tnis
does no: imply that ror some project the financier X
can »e signed up for Y equity or Z loan. Mo generaily
valid guidelines can be given as to hov finaancing
sources should be searched and approached.

The finsncing of each individual project is
custom made:

- The equity/loan ratio will depend on how Che
parties involved view the risks, wnicn again
depend on many factors: political,
econoaical, social and asbove all the
warkec-place,

~ The percentage of equity participation which
each partaner can claim depends on his strength
and negotiating powver, vhich again depends on
the qualizy of his input. Many facroers play 2
role, such as uniqueness of technology,
relationship with authorizing goveranment
bodies or political parties, etc.

The three basic forms of firancing are:

- Equity;

- Losns;

- Crelits.

Participants in the financial market should have
8 clesr insight into the motives of all partiss which

can be approached. The following scheme should be
kept in mind:

Equity Main features
Zntrepreneurs Promotor

Private co-investors Promotor

Technology suppliers Futuce profits abroad
Development banks Basic gosl

Loans

Development banks
Mortgage banks
Commercial banks
Leasing institutions

Mainly long-terms (35-10 yesrs
Land/estace as collat2aral
Short-ters on debtors/stocks
Equipment: as collacterasl

Tactors Debtors are collateral
Credits

Suppliers Equipment is collateral
Technology suppliers Payments/instalments
Customars Certsin rights

All financiers have their own interests snd Chearr
ownh requirements:

)

- A teasonable return on Che investmen”.

Wnat is resscasble depends on the firancier's
position vis-B-vis other clients, woich 1s ®al
xnowa by the project prowoter. Other financing
opportunities may be more attraztive for tne
financier.

- A project should be visdle in the eyes of tne
finanzier.

He visnes to knov vhethz: there
get his woney back, iacluding a
interest. This does not always include that
project sust be feasible in tne snort terx
becaus_ the fimancier may ge” his msoner back
selling his part to anotner.

1§ a chsnce to
certain
the

by

Some financiers impose specisl requirements:
- Development banks have development purposes.

They shall oot perticipate if the project does
not serve a development purpose acd eac:
development dank has its own polic,.

- Foreign financiers finance iu hard currency.

They may request gusrantees from government or
centrsl bank as to the repatrastion of their
initial investment and the transfer of dividends
and/or roysities in hard currency.

- Suppliers of equity desmand influence.

Suppliers of equity and sometimes also big
tenders may requesct & voice in the matters of the
company, which can be fulfilled by giving thez &
seat on the Board.

Development banxs

Development banks have been created in order to
provide fucds (equity or loans or botn) for (developmenc)

projects which lack total or partisl financing from
private sources.

Main suppliers of capitsl for these development
banks are governments aand international instatutions.
Money 15 also borrowed by the development vanks on the
open capital market.

The main types of developwent banks sre:

World wide

In developing
countries only
In donor country

International development Danks:

In developing
country only

As subsidisry of
donor country

Banks in developing
country.

Nationsl development banks:

Development banks play sn importent role in all
kinds of projects such as infrastructure, sgriculture,
industry, etc. The terms upon which they finsnce
differ in so far as those of commercial barks in that
they emphasize the influence of the project on the
development of the country. Development banks may
thus have 8 major influence on the technology
purchasing process, especially in four sreas:

Technology They have s network of relations botn in
searchn; the finsnciel and tecnnological worids.

Through these reletions, they can put
project promoters into contact wita
research inscitutes, universities, dats
bases snd many other valusbie sources
of know-hov.




Tecanology Through their kaowledge of 4nd access to

evaluation: consultants and experts, tney can help
3 promotor with techaology evaluacion.
S0 they help determine wnich is the
right technology to be used in a given
project.

Technolo It is the business of a development bank

valuation: to handle prajects wnere tecnnology
transfer is the main ites. 50, fros
their experience they know wnat rates
and conditions are applied for certainm
types of techaology traasfer in tne
industrislized sorid and in the
developing world.

Technology It is ctheir business to kaov the ins and

purchase: outs of complex technology ctransfer

cLatracts and hence tney can be of
invaluable nelp in assisting with
technology purchase.

It cannot be stressed strongly enough that
development becks should be actively involved (at
licttle or mo cost), particularly when the promotor
vants thes to parcicipate in a project. It thea
becowes also in their interest cthat:

- The right technology is used;
- The right price is paid;
~ The right coatracts are made.

Mowadays the World Bank is heavily iavolved in
development financing aad therefore plays a major
rote. The World Baak's conditi.ns hovever are rather
conservative: the project must be feasible in the
sense that the reantability of the investments is hign
enough. Aiso vhen the World Bank is involved it 1s
rot allowed to use a party vhich one favours. The
World Bank uses the tender-systes to select suitadble
partaers, and in most cases itself direccts more to
government projects than to those fros the private
sector and in the latter case is seldom "tne only”
financier.

When 8 promotor approaches 3 bank he should also
consider that banks in general have certain
preferences; they wvant:

- Techuology from well-known companies;

= A rveputable local party;

- Collatersl in their nome country, or
collateral vith s great desl of security;

= A high equity/loan ratio, which seans, for
instance, that losns should be lass thac
equicy;

= Government backing; prefersbly both fros the
suppliers’ side and fros the buyers';

- Projects in frst-groving markets;

= Low risk ventures, vhich most of cthe time is
contrary to the project st hand.

Commercial banks prefer thac:
- Developwent banks tske the greatest risks b,
supplying s large part of the equity (if

sllowed) and of tne loans.

The kind of criteria chat can be set forch by
development banks can be summarized ss follows:

= The scope of the project must be within the
policy of che bank;

- The project should have a great deal of
development value:

~ The ratios used 10 finance snould de within
the asrgins as set forth by The banks; tney
are

* local/foceign

* gquity/loan

* prizate equity/bank equity

* a3 development bdank's equity snd loans/othecr
bank's equity saL loans

= They have 2 maxisum percentage and asouat of
money that caa be supplied in eacn of tae
above-mentioned forms;

- They have limitations on durztion, interest
" rates, grace periods for repayments sand
intetests and the currencies used.

It is of paramount ismportance that s project
prosotor kaows nis possible financier's requirements
before he approaches them. It may influence nis
negotiating position.

Procedures of (development) banxs:

Esch bank has its own set of procedures tnrough
wrich financing applications are cnacnelled. They may
be complicated and time consusing. Forms have to be
filled in and many figures and otner data have to bve
produced. Several departments are involved, each
looking at the project from a different angie. These
procedures may namper the reslization of the project,
particularly in che beginning, when the first contacts
are made. These procedures vary fros bank to banx.
An example may be:

Ilacernal Example of requirements

Standardé forms
Pre-feasibility study

Project department

Autnorizing officer Agaia forms
Additional dats

Feasibilicy study

Technology deparcment Forms
Tecnnical detailed data
Origin of know-houw
Authorizing officer Again foras
Foreigr experts’ opiaion

The bank may also vant to easure the co-operation
of the government and will force the prosotor to
approach, for instance, governmeat agencies such as
the Nstionsl Plaaning Board, upon acceptsnce of which
finsl authorization of & developsent bank may depead.

Apart from the interregionsl banks, thers sre
also development banks in msny developed countries
that vork internsticnslly. They csa often be
spprosched direc”ly by an entrepreneur fros s
daveloping country. They sometimes have the drawback
that (becsuse they are mostly financed by the
government) they requira the putchase of certain goods
from that pesrticulsr developsd country.

fo many developing countries there sre locsl or
national deveiopsent banks. Also these banks should
be contacted before any international daak is
spprosched, preferably as co-promotors of the project
vis=M-vis their "dig brothere”.

Finance sources from donor countries:

Financisl sssistance to develop s project can
slso be obtsined from donor countries. Of courss, the
promotor is then dependent on the supplier but in




certain cases it may be of grest help tc overcose the
basic financial meeds in the initisl phases. It is
even more importsnt in this case to realize the
uccessity to import certain goods froc tnst particular
donor country in many cases.

The forms of financisl sssistance are:
= Direct government gifts or loans:

This is only the case when the project is a
part of aa sccepted development co-operation
project between the local and the domor
governsent.

- Direct governsent subsidies on
(pre=)feasibility studies:

This is the case in many countries where the
government vants to push the sales of knov-how

and equipeent.

- Indirect goverument subsidies on fessibility
studies:

Io many donor countries the promotor may
approach the foreign development bank for
sssistance and for psrticipation in the costs
of (pre-)fessibility studies. This cen
sometimes be done directly or vwis a foreigm
party or & foreign comnsultant.

In view of the above one must realize that, like
in any country, the various parties involved
(suppliers, finsnciers, project-developers,
consultants and goverument ageucies) do have
connections with one another, wnich may only be
discovered during the neroristion phase. Many times
the party from the developing country and tne party
from the donor country do not stert their negotiations
after sll preparstions have been concluded, but starc
negotistions at s much earlier stage, for instance, at
the time of the pre-feasibility or feasibility study.
It is of paramount importance that these connections
between parties involved in a project sre vell known
to the promotor before he sets off the negotiations.

Influence of joint ventures on finance:

In many cases the promotor of sn industriasl
investsent in 8 developing country is considering
setting up 8 joint venture with the supplier of the
envisaged technology, who is mostly locared in a
developed country. There are all kinds of reasons, of
wvhich the most isportant one is the input of the vasc
experisnce of the foreign party. Apart froms that, the
following finsncisl aspects should be considered:

Advantages

Finsncing institutes tend to be more willing.

All financisl institutes sre looking for
securities when they put up capital, be it in the form
of credits, losns or equity. Any isprovement to the
position of the company that sske for finance is
velcomsd., The set-up of 8 joint venture gives the
financier the feeling that his inturests sre better
looked after, particulerly vhen the foreign joint
venture partoer is & vell-established company with s
good reputation, The old adage is valid here: good
money attracts good soney.

1f, av s consequence of s foreign participstion,
lass local finance is needed, lower interests are
sometimes obtsinable abrosed.

Many times the joint venture partner is willing
to pay s high percencage of the equity (say 50 per
cent). If we assume that the local party has siready

made available his equity sand collateral for the
financier, he may nov nave & chance of diminisning nis
requirements for loans ard because of his better ratio
of collstersl/losns, he may be sble to negotiste
better terms with the financier, especislly a lower
interest rate.

Disadrentages

Dividends sre to be paid to the foreign joint
venture partner, and he may ask for preferential
rights which may result in a lover rate of return for
the local partner.

The joint venture pertoer who participates in the
equity vwill demand dividends as a retura on his
investment. So far so good, but many times the
foreign partner wants those dividends in hard
currency, or he asks for preferential rights: first a
percentage of the profits to the partner, before the
remsining dividends sre equally divided betveen tne
tvo parties (vhich means that the local partmer for
the period of validity of ihe joint venture vill
receive less return), or he wants a seat on the Board,
ot he vants otner rights that will hinder the otner
(local) partmer in his sctious.

One may conclude that sgsin, the locsl partumer
wust veigh all the pros snd coms before deciding.

Necessary data before banks are approached

Finsncing is teking risks. Oune of the methods to
reduce these is the preparation of a fessibility
study: the whole business, from start to operation,
is pre-thought, pre-studied, pre-calculsted.

This is not sn easy job snd it is recossended to
have it done by an expert outsider which the bank
trusts. Tnerefore it is recommendable to involve the
bank in the choice of such an expert, be it soseone
vorking freelance or maybe with a consultancy firms.
It is not uncommon that vhen the banx's special
departments are involved, this would greatly iocrease
the trustvorthiness of the project vis-d-vis the
bank's decision makers,

Financiers should de presented with concrete
informstion and preferadbly no vague ideas or
unreslistic projections. Tne sinimum financial
informstion necesssry, vhich a feasibility study
saould include, is:

Sales
Costs
Gross profits

Projections of:

Lend

Buildings
Equipment, etc.
Working capitsl
Materisl
Debtors, stc.

lnvestments fixed:

It vould be too leagthy for this srticle to go
ioto all the detsils of the sbove-sentioned required
data, one could hovever easily meke use of UNIDO's
Manual for Feasibility Studies om Irdustrisl
Investments (ID/206). 1s eny cese, at the end of Lhe
study one must conclude with s:

Yinsncisl Plan: ERquity
Losas
Credice

This finsncisl plan should contsin oot only the
various necessities, but slso various siternstives,
sll of which should be included in the financisl
anslysis of the project. This is necesssry becsuse
even & sesll change in the division of the capitsl




over equity and loan may in some cases lead to
negative results with financiers.

The following calculstion may clarify this point:

Say the equity is 50 and the loans total 50. The
payment of incerest over the loens is an average
of 12 per cent. Tne “overail R.0.I." is 1V per
cent.

Although this 10 per cent is too lov to pay the
interest of 12 per cent, one is still capable of
continuing, it case cae takes Lhis 2 per cent off
the 10 per cent over the equity. The 10 per
ceat, less the 2 per cent still gives enough
tentability oo the equity (10 per cent winus

2 per cent for the loan is 8 per cent).

But in case the equity is 40 and the loans total
60, this is different: 10 per cent overall
R.0.1. oo the total (40+60+100) is 10. The

12 per cent over the losas of 60 is 7.2. This
leaves ouly (10 winus 7.2 is) 2.8 as rencebility
over the equity of 40 end that is (2.8 divided by
40 times 100) 7 per cent.

All data presented are of course sssumptions, and
everybody is eatitled to his ovn opinion. One must be
prepared that especially the financier will look at
the finsncial plans from a different angle to tne
entrepreneur, and many times his viev on the financial
plans may even differ from vnat he has indicsted at an
earlier stage. One should not complain about that.
The financier’'s views are highly dependent on tne
situstion of the day, vhich means that they may differ
according to the latest informstion: what was good
yesterdsy, may have turned out to be bad the next
day. Anyvay all data should be based on realistic
offers, calculations, sssumptions, snd each and every
figure should be clearly explained.

Contact sethodology

It cannot be overstressed that finance sourcing
is 8 continuous process including search for
financiers, study of their goals, criteria, procedures
and sttitudes, but above all it concerns knowing

people.

As early as possible in tne orientation stage,
people vithin and outside the banks (i.e, government)
should be contacted, in order to have & first idea of
the bank's possible interest in financing. Does the
project fit into their scope? At this stage,
knowledge of the bsnk should be gathered, keeping the
project ides still provisional, even if the promotor
hss it all clesarly in his head.

This also spplies to the search phase, which
should alvays start at the local level: if the local
bank vith ite kaovledge of sctual circumstances is not
fevoursble to & project, regionsl or internstionsl
banke will certeinly dscline it. Contects should de
kept at 8 avw profile as no cercsinty exists yet on
vhether and how the project will be reslised, hov it
vill be finsaced snd by which parties. Try to have
one finencier to present himself as & promotor of the
project towsrds other financiers: he koows his
collesguss becter than you do!

Bven if the finsnciers bave been found snd their
approsimste emounts of participstion sre clear, still
oo definite money requests should be mede. At firset,
drafte shoulo be presented and if personal relstions
are good, the bank's officers wvill advise as ¢to the
definite version which will then have a better chance
to be approved. It msy be necessary to contact high
officers st the decision level to ask their opinion.
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Most important of all is that written and unvritter
rules of all levels in tne baok are complied with.

It is recommended to start drefting the
investment plen - including alternative options as to
level of technology, output, matpover needed etc. -
right from the beginning. Financiers know the many
dilemmss prowotors are subject to aad will appreciate
being confronted vith draft investment plans, provided
these are vell coc:eived. Besides, they may get the
impression that you are somecee vho knows what he is
talking sbout, vhich may result in more trust with the
baok's officers.

Mach depends on:
- Personal relationships;

- How a financier considers the management
capabilities of the promoter;

- lov he considers the risks involved:

- Other (wore ioteresting?) projects envisaged;

- His sctusl availabilicty of funds;

- His workload;

- His priorities, etc.

A lsst remark:

Each party in the game has his own wotives, snd
these should be clearly understood by the parties
involved:
want future profits, but cay

slso envisage the safeguarding
of their existing interests;

Entreprereurs

Co-investors may eavisage future

opportunities;
Government |ay stress development sims;
Technology say oot only envisage profits but
suppliers asy also be concerned vith tneir

vorld-vide position (strategic
decision);

vary widely in their outlook om
development gosls: employmwent,
education, training,
interregional co-operation, etc.;

Developasnt banks

such as banks, leasing
institutions and factors
normally request ample
collatersl and msy resson thac
they vill miss s chance if they
do mot psrticipste.

Commercial psrcies

The sams spplies to suppliers
sod customers.

LEGISLATION

Scasilisn Wormstive Act Mo, 60 - %E'-“ for the
l“f; 0! [ ] e!a!Ea uzua [ 144 { 2l
gTevocstion of ites 6 o tive Act Wo. 3778

The Brasilian Patent and Trsdemark Office (INPI)
published Wormscive Act Mo, 60 in the Officisl
Bulletin dacad 13 April 1982.




This nev Act, established guidelines for tne
spproval and subsequent recordal of Agreements
involving Specialized Tecnnical Services and revones
the provisions of Itee 5 of Normative Act 15, waicn
had previously estadlished concepts and basic
conditions for said Agreements.

Bormative Act 60 has brought about certain
innovations and the following can be pointed out:

(a) Specislized Technical Services wnicn iavoive
amounts inferior to US$35,000.00 may be formalized by
weans of the submission of an iavoice. Im certain
situatioas, it is possible to formalize, by means of
submistion of an invoice, Specialized Technical
Services vhich exceed the awount of US$3%,000.09;

(b) The comtracting of Specialized Techaical
Services by means of an invoice must be preceded by
prior consultation to the INPI, in wiich there must be
a detsiled description of wat 1s intended to import,
the qualification and the nuwber of techricians and
the amount involved;

(c) Specislized Technical Services relating to
“emergency situstions™ are not subject to prior
consultation. “Emergency situstioas™ are waderstood
to be those intend:d to overcome an unexpected
shutdown of a macnine or of a production uait or
sub—unit, or "similar events”;

(d) Specialized Technical Services involving the
import of design technologr shall be made with the
participation of a nstional (Brazilian) engineering
company. This lsacter company shall be the main
contracting party for the consultancy eangineering, the
executive engineering and, if say, the basic and
process engineering.

The philosophy behind Act 60 is an attempt to
reduce Brazilian dependence on foreign techaical
services, such as detail, basic and process
engineering, since tne Brazilian Government
vnderscands thact the local engineering companies have
slready reached s level vhicn qualifies thes to
successfully carry out tnis type of eagineering.

Brezilian NMormative Act Mo. 61 - Trademark license
agreesents 8s basic condition for evidencing use of
tradenarks

The Brazilian Patent and Trademarx Office (INPI)
published Normative Act No. 61 in the Official
Bulletin dated 13 April 1982.

The complete Englisn translation of this new Act
is printed hereunder. The Act established certain
rules relating to the licensing of crademarxs which
are formed by mere variations of tne contents of
trademarks already covered by prior registrations or
applications.

In rether confusing language, the new Act
provides that nc roys\ties sre paysble for the use of
trademarks which sre formed by mere varistions of
contents of previously existing trademarks. The Act
appesars to heve besen prompted by the need to prevent
roysities from being paysble for tne use of
"varistions” of trademsrks which had previously
produced roysities, but dus to the expiry of their
vespective first ten-ysar terms sre no longer
royalty-besring. The strategy vhicn was sppsrently
adopted was to "cresie” s nev royslty-bearing
tradensrk formed by "veristions” of the forser
tradensrk vhose royslty producing cspacity
tersinated.

Act 61 has ass0 sstablished that Trademsrk
License Agresments which were racorded prior to tine
effeccive date of the present Code of Industriel
Property (Law Mo. 5772/71), that is to say, prior to
31 December 1971, which included clauses for an

unlimited ters, or wnich did not properly identify the
tradenarks included therein, shall on.y cover ané
“support” tne licensing of tredemsrks for a period of
180 days, as of 13 April 1931. Following this date,
the trademarks become vulnersble to cancellation oa
the ground of mon-use.

It csn be inferred from Act 61 tnat if tlere is
no Trademark License Agreement applied for or recorded
at INPI prior to 13 October 1982, wnich Agreement must
be based on the provisions of Mormative Act 15 (wazen
set the guidelines for Trademark License Agreements),
those trademarcs wnich are owned by foreign companies
in Brazil and which are not covered by Irademark
License Agreewments worded in sccordance with the said
Act 15, and duly submitted for recordal prior to
13 October 1982, shall be vulaerable to cancellation
on the ground of aon-use.

Eaglish tramslstios of Brazilisn Wormstive Act ¥o. 61
(P&IE‘R io tne Official Bulletin dated
13 April 1982)

Subject: Establishes morms regarding the
licensing of trademsrxs wvhicn sre formed by tne mere
varistions of the contents of tradesarks covered by
prior registrations . spplications and regarding the
licensing of trademarks for an unlimited terms.

THE PRESIDENT OF THE WATIOMAL INSTITJUIE OF
INDUSTRIAL PROPERTY, in tne exercise of his office:

CONSIDERING the socisl, economic and juridical
ob jectives referred to in Article 2 of Lav No. 5648/70;

COMSIDERING that the registration and the use cf
trademarks, either directly by the respective owvaner or
by of a Trad k Li Agreement, are
governed by precepts of public order, cf immediate
application to juridical proceedings;

CONSIDERING thar §4(b) of Article 90 of Lav
Bo. 5772 of 21 Decewber 1971 (the Code of Industrisl
Propercy) only permits the payment of royalties for
the use of trademarks belouging to owners which sre
resident or domiciled abrosd when the Cradesarx
applications are filed vith s clsis to priority, based
on pertinent International Acts;

CONSIDERIKG that an application filed in Brazil
vith & claim to priority of a tradesarx wnich is
forsed bv the mere varistions of the contents of
trader s covered by spplications or registrations
pre. .sly existing in the country, do not comply with
the so.d legal provision;

DECIDES:

1. The recordsl of s Trademark License Agreement
relating to registrations owned by parties resident or
domiciled abroad, covering trademsrks which sre formed
by mere varistions of contents of previously existing
trademarks covered by registrations or spplications,
ll;l“» only produce effect for the purpose of evidence
of use.

1.1. Mere veristions of the contents of previously
existing tradessris covered by registrations or
spplications shall be held to be those trademarks
vhicn, being registered by the owner of tne tredemark
in viev of Article 65, Ites 19 of the Code of
Industrisl Property, could not be registered by third
perties in viev of the provisions of Items 17 of the
ssid srtrc’e;

2, Tradsmsrk License Agreements which were recorded
prior to the effective dete of Law No. 5772/71, wien
no limitstion on the ters of the Agreesent or which
did not identify the trsdemirks included therein shall
only cover or "support” licinsed tradesarxs for o
period of one hundred and eighcy (.80) days, counting
from the date of pudblicetion of rais Normstive Act;




2.1. Followiag the said date, the ssid Trademark
License Agreements shall no longer produce the effects
referred to in 5 3 of Article 90 of the Code of
Industrial Property, including for the purpose of
evidencing the use of trademarks in cancellation

proceedings.

3. This Act shall become effective on the date of
its pudblication.

Arthur Carlos Bandeira
President

Bo. 22. Ilssued by the Specia
Informstics (SEIJ

By means of Decree No. 84067 of 8 October 1979,
the Brazilisn Government crested the Special
Secretariat for Informatics ("Secretaria Especial de
Informftica™ ~ SEI), as an Agency of the Metiomal
Security Council.

The SEI has nov issued Mormstive Act No. 22
(published on 7 December 1982), whereby it has
instituted the compulsory registration of
softvere. An English translatioa of this Act is
hereunder.

This Normative Act has established certsin
definitions and guidelines for the registration of
softvare. It has also estadlished that registratioa
of softvare vith the SEI is a prior coadition for,
inter slia, the recovdal of acts or agreements
involving computer programs (software) st the
Bratilian Patent and Trademark Office (INPI).

There asre many practicsl aspects involving
regisctration of softvare vhich still remsin obscure.
The Authorities hope to clarify tnese nebulous points
shortly.

English cranslation of Normative Act No. 022/82, which
provides for the registration of Brazilian and foreigon

computer programs msde ivailable to the public i:. the
Brazilian marketplace. Published in the "Lifrio
Oficisl” of 7 Decesber 1982

The Secretsry for Informatics, in the use of his
attributions snd in view of the provisions of items V,
VII, VIII, XI¥, SVI, XVII, XIX, XXII, XXV, XXVI and
XXX of Article 5 of Decree Mo. 84,067, of 8 October
1979, and of psragraph ) of Article 7 of Decres
Mo, 84,266, of 5 Decesber 1979, with the wording given
by Decree No. 87,701, of 24 October 1982,

CONSIDERING that the growing importsace of
cowputer programs requires the sdoption of wessures
leading to the sbsorption snd generstion of
corresponding technologies;

CONSIDERING that it is indispensable thst
governmsntal efforcs be directsd towards prowocing the
development of computer progrsms in Brazil and the
consolidation of rhe corresponding sector of the
Brasilisn service industry;

CONSIDERING that it is convenient to qualify and
quantify Brazilisa expenditure directly or indirectly
related to the acquisition, contraciing and
utilisstion of computer programs, msinly simed st
ispore substitution;

CONSIDERING the need to identify Cthe computer
programs circulacing in Brazilian cerritory, in
connection vith those responsible for their respective
economic exploitstion,

DECIDES AS FOLLOWS:

Article l: BRegistration in the Specisl
Secrecarist for laformatics (SEL) is estadlisned of
computer programs intended for use in sutomatic
inforwation processing machices and periphersl unics
iascalled in Brazilisn territory.

Paragraph 1 ~ For the purposes of this Act, &
COMPUTER PROGRAM is understood as a set of
instructions ensdling said machines to operste ia &
particular sanner snd for & particular purpose, once
externslized into & physical support teadable dy
automstic dats and information registratiou sad
processing machines.

Paragraph 2 - Computer programs shall be
registered individusily or collectively, when they are
programming systems for particular applications.

Paragraph 3 - Progtiie intended for those
specific activities ceferred to in itesm VI of
Article 5 of Decree Mo. 84,067, of 8§ October 1379, sre
not subject to the effects of this Act.

Article 2: The provisioas of this Act are
applicable to:

I. computer programs msde available to third
pacties;

1l. computer programs developed by doth direct
snd indirect Federal Adsimistration organs and
eatities, foundations set up or maintsined by the
Government and other State companies, fullowing the
tules of Decree No. 84,128, of 29 October 1979.

Article 3: For the purposes of registratios,
computer programs shall be classified in } (chree)
categories;

I. CATEGORY A: Covers those progrsss provenly
developed in Brazil by natural persons resident or
domiciled in Brazil or by juristic persons which are
properly incorporsted in Brazil, hsve its hesdquarters
and main sddress in Brazil snd is under the persaanent
snd sole control regarding the decisions, technology
and cspitsl of natural persons resident and domiciled
in Brazil.

I1. CATEGORY B: Covers those programs developed
abroad, of relevant interest to Braszil, and wvithout s
nstionsl alternative, snd vhose progras technology sad
rignts of economic exploitacion in Brazil, as vell as
the obligations relating to the corresponding
complementary services (updstiag, ssintenance, etc.),
in sccordsnce with an appropriste agreemesnt,
previously recorded with the Brazilisn Institute of
Industrisl Property (Brazilisn Pstent and Trademark
Office), nave been effectively transferred to
specislised nationsl compesnies capable of rendering,
with their own perscanel, io Brasil, ssid
conplesentary services snd of developing nev progrems
or services;

III. CATECORY C: Covers thoss p.ograms 0ot
fitting into the previous categories.

Sole Parsgraph - For the purposes of this Act,
the folloving definitions sre considered:

(s) Progrem technology ~ Comprises sll technical
knoviedge, srt, skille snd experiences nscessary snd
used for conceiving, developing and presenting &
cosputer progras saé which enable a full
understanding, ssintenance and updating of said
progras, including object-cods, source-code, user's
msnusl, algorithms, formulas, theoreticsl bases,




asthemstical selution methods and otner data,
documents snd elements employed in the coocept,
development and presentation of the progrex;

(b) Metiounal slternative - Comprises those
computer progrsms of Cstegory A, registered with the
Special Secretariat for Informatics (SEL) and wnich
are fuanctiocazlly equivalunt to a progras classifisble
in Categories B or C and w™ich can be carried out oa
equipment for which programs of Categories B or C are
intended. The expression "nationsl alternative” also
includes those computer programs that, at the
digecretion of the SEI, can be sdapted or developed in
Brazil, within & pericd of tiee suitable for their use
by the final user, in conditions that are functiomally
equivalent to a program classifiadble in Categories B
or C and vhich can de carried out on equipeseat for
which progrsas of Categories 8 or C are intended.

Article 4: Registration of computer prograss of
Category C shall not be alloved vhere there is:

(a) s national slternative or a progras
registered in Csregory B;

. (b) che possibility or convenieace, st tne
discretion of the SEI, of the utilization or
development of similar programs in Brazil.

Sole Paragraph - exceptionally, and without
prejudice to the provisions of Arcicle 6 of this Act,
registration shall be granced to tne following
prograss in Category C submitted to the Special
Secretsriat for Informstics for thnis purpose, within a
period of 120 (one hundred and tventy) days from the
date of publication of this Act:

(a) programs that have been “"internalized” in
Brazil before Decree Wo. 87,701, of 27 October 1979,
cawe into effect, following an act or agreement

recorded vith the Brazilian Patent and Trademark
Office;

(b) progrsss thst, having been developed outside
Brazil by s company based abroad, sre being mariketed
by a hrancn, 8 subsidisry or by a concern under the
cootrol of ssid company and establisned in Brazil.

Article 5: Without prejudice to other
tequirements provided for in the prevailing
legislation concerning payment of technical services,
technical assistance or the like and their respective
fiscal snd excnange effects, the registration provided
for in this Act is a prior condition for:

(a) contracting of computer programs by direct
and indiresc Federsl Administration orgsns and
entities, foundations set up or msintained by the
Covernment snd other Sctate companies (Decree
Mo. 84,128, of 29 October 1979);

(db) & favoursble opinion by the Special
Secretsrist of Informstics (SELI) for tne recordsl, by
tne Brazilisn Petent and Trademsrk Office, of acts or
sgresments involving computer programs;

(c) che acts or sgresments relating to computer
programs to produce effects of sny nature with Federal
Aduminiscracion orgsns and entities

(d) & fevoursble opinion oy the SEI for the
grent of fiscel benefits or of sny other nsture on the
part of governsental organs to projects relating to
computer programs;

(e¢) the approvsl, by the SEI, of Informatics
Director Plans of direct and indirect Federsl
Administration organs and entities, foundations set up
or msintsined by the Covernment and other State
companies, regarding computer prograns being used by
those institutions;
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(f) so analysis, by the SEI, of the prior
consultations for the import of data processing
equipment, for computer programe mecessary for putting
ssid equipmsent into operation;

(g) an analysis, by the SEI, of the projects for
the manufacture of computer equipment im brazil,
regarding the programs required for putting said
equipsent into operation.

Article 6: The registration of computer prograss
shall be limited to a specific certificste and snail
be valid for 2 (two) years, and may be reneved by a
request of the interested party, provided tnat:

(s) the interested party has provided all the
wnformation of a statistical nature that has been
requested by the SEI;

(b) in the case of programs in Category C, a
technical snalysis wade by the SEIl on reneval of
registr.:tion has snown that tnere is no national
slternative to the program concerned or &
corresponding program registered in Category B.

Article 7. Registration of any computer progras
shall be cancelled at any time:

1. vhen, as & result of a substantiated
representation made by a user, the program 1is
sub jected to evalustion tests snd does not meet the
technical features snd properties and performance
conditions made public on the market vhen it vas
marketed;

1I. when the information submitted by the
interested party to the Secretarist at the Cime of
registration have not been found correct;

1IL. if the interested psrty prevents or causes
difficulties to inspection visits by agents suthorized
by the SEI to its establishments, to check the
accurateness of the informsction supplied for the
tegistration.

Article 8: Tne initial regiscration of computer
programs, as vell as their renevais, shail be
requested following an sppropriste procedure avsilable
to interested parties ot the SEI to tnose raigntly
enticled to ic.

Article 9: The provisions of iteas e and { of
Article 5 shall become effective from the 120tn (one

hundred snd twentieth) day of the dste of publicstion
of this Act.

Article 10; This Act shsll become effective on
the date of its publicatioa.

Bresilis, DF, 2 December 1982
Joubert de Oliveirs Brizida
Sacretary of laformatics

Brasilian Norsative Act No. 66 of 16 September 1983:
Yovestments ia Nesearch and Iovestments of Misk
Capital s s mmgﬁ!;: lhmq_li of Agreemsnts
isvolvisg Techuology Tramsfer

The Brazilian Pstect and Tredessrk Office -
NP1 - has issuved Normstive Act No. 64, published in
the Officisl Bulletin of 20 Septesber 1983, Tnis Act
has set mev guidelines regarding agreesents involving
the trensfer of technology. An English transletion of
s8id Act is printed hereunder.

Tne objective of Act 64 is to develo;, by seans
of compulsory investments, the resasrch facilities of
Brazilien companies snd locsl resesrch institutes, in
tne hope of reducing the existing technological gep
betvgen Brazil and developed countries.




The iovestwents foreseen ic the Act may be
defired as follouws:

.(n) iavestments in techaological infrastructute
snd in local research and development, to take place
at the presises of the local coatracting company
and/or at & research institute, asnd

(d) foreign capitsl investments.

A furcther ob: -ctive of these nev guidelines is to
Teduce the amount ol payments remitted for technology
abtained from abrosd, and thus reduce the overali
deficit in Brazil’s balance of payments.

Wotvithstandiag the significence of the subject
satter involved, it must be poimted out that
Act ¥o. 64 is not a lev, but merely sa imteraal sct
18suved by the Presidenc of the Brazilisn Patent and
Trademark Office. Hovever, the consequeace of the
aon-cowplisnce with this Act vould be the refusal to
record the respective agresment.

zlggliﬁ translation of Normstive Act No. INPI-006A
(published ou 20 Septesber 1933). Lavestments ia
Research and Investments of Risk Capitsl as &
Conditios for Recorda) of Agresmests iavolving
Techaology Transter

The President of the Macional Institute of
Industrial Property (INPL), ia the use of his povers,
and

COWSIDERING tha: by the terms of Article 2, sole
paragraph, of Lav 5.648 of 11 December 1970, tne
regulation of techaology transfer for the economic
development of the country is an attribute of INPI;

CONSIDERING the need Co improve nationsl
capabilities in techaical sreas;

CONSIDERLNG chat increases in investment in
technological ianfrastructure and in research and
development in the counlry are essentisl to the
attainment of this end:

_COWSIDERING that, parallel to the contracting of
foreign technology, one of the forms of achieving this
ob jective is to invoive aationsl companies in a
programme of investment in technological
infrastructure and in researcn and development;

_oolsmnuc. on the other hand, that it is
crucial to sinimize the effect of psyments for foreign
techaology contracts on the balance of payments;

CONSIDERING the advantages that these i1nvestments
may bring co the improvemsat of the quality of
Brazilisa products and the resulting contribution to
the incresse of the national poteatial for exportation;

CONSIDERING, finally, that by the terms of
Article 126 of Lav 5,772 of 21 Decesbar 1971, thess
objeccives must be sctained by the mechanise of
recordal st che INPL of sgreements involviag
techaology transfer.

DECIDES that:

1. 1Ia cthe csses whgre the INPL has concluded that
the charscteristics of the market, or of the compsny
iavolved, snd the intarests of techmological policies
csll for the subscitution of impores of technologicel
knoviedgs, ths recordal of agreements relsting to
foreign technology shall be condizioned to the
isplementscion of a programme of investments in
tachnological infrastructure and in local research and
devalopment, to tske place at the premises of the
contracting firs and/or st s Resesrch Institute.

_l‘-

1.1. The iavestmeat srogramme shall be defined on the
basie of wnat is held Lo be mecessary so that the
aaticasl compsny may absocy, og more favorable
conditicns, the techoology to be conlracted, as vell
a8 assute its progressive techaological autosomy;

1.2. The amount of icvestments to be applied vwill be
defined on the dasis of the actusl or estimated amount
of the techoology tramsfer agreesent.

2. In che case of 2 national company wander foreigo
control, that intends to diversify its sccivities in
the cowntry sad vhes this diversificatioa is made by
the coatractiag of techmology from a supplier or
licensor which does not beloag to the same comtrolling
economic group, 46 a cousequance of the fact tnst this
group does not have the techmolegy at its disposal,
the recocrdal shall be comtisgest sot saly upos those
stipulations mtaticeed in the previous ites, but also
oo s commitment oy the costrolling group to iavest
risk cspital in sn smowsmt equivaleat to ctmst vhich the
locsl compans will Bave to remit as peyment for the
technology, and prioc to the respective remittaaces.

3. The Directorate of Contracts, Techsology Tramgfer
and Related Matters - DIRCD ~ shell monitor the
implementstion of ssid investment pregraumes.

4. This Wormative Act shall become effective on the
dste of its publication 1a the Officisl Bulletian.

Arthur Carlos Basndeirs
Presidenc

Brazilisn Mormstive Act Wo. 65 cf I November 1983:
Prior sutvey of Patent Documents as s Caadition for

Counctracecing Foreign Technology

Tae Brazilian Pstent and Trademsrk Office -
INPL - has recencly issued & new Normative A-t,
auabered INPI-U065. This Act was publ:isned in tae
Official Bulletin of 1 November 1983 sad becsme
effective on | January 1984. An English tresaslation
of said Act is printed hereunder.

These new guidelines have been expected for some
time as I¥PL has increasingly lsid stress oo tne
isgortance of the Bsnk of Patents, which hss been
receiving substantiasl smounts of regular aev
informsCion under co-operation with WIPO (Worlg
latellectusl Property Orgasnizstion). According to
recent nevs releases, the Beank of Patents msintsins
sbout 16 million docusents which can de counsulcted by
Brazilisn compsnies vishing to purchase techunology.

As you will note, this Mormative Act forces
Brazilise compenies £o conduct & sesrch st che Bank of
Patents so thst they becoms ecquainted with existing
local snd ianternastionsl techaclogies before
contracting. One of the objecrives of the Act is sa
attespt to avoid the purchase of obsolete or
unsuitable technology saé the uomecessary remittance
of US dollars, thus costributiag to achieve the
breax-even point of Brasil’s bslance of payments,
which is presently is s criticsl situation, s well as
developing the purchase/ssle of locsl existing
techaology.

Ia so0 procasdiag, INIPI belisves that the
potential Brasiliss Cechuology Duyes would be in o
beteer position to megotiste with foreign compeniss,
since be vould have s Droader ides of ths techsology
availsble ia Srazil.

It should slso be pointed out thac the officisl
fees paid to INPI for & sesrch at the Bonx of Patents
will be deducted from the officisl fees to be paid
whea requescing the prior comsultatios, which is
compulsory, sccording to Normstive Act 32/78,




Eaglish translation of Brazilisas Mormetive Act
B . 65. (Pudblished in the Officisl Bulletanm daced
1 Novewber 1983): Prioc swrvey of Patent Documents ss

a Condition for Cootracting Fcrexgn Technology

THE PRESIDEET of INPI, in the use of his powers,

CONSIDERIXG tnac the sole paragraph ef Article 2
of Lav Ko. 5648 of 1! Decesber 1970 calls for the
sdoption of seasures capable of regulating and
asccelerating technology transfer and of establishing
better conditions for megotiation asd for the
wtilization of petents;

COBS IDERING “he importsnt fenctiom :ret the Bask
of Patents of the Cemtre of Docwmentstion sad
Techmological Informetion of IMPI (CEDIE, cam perfarm
8s & swbsidy to astional fires in the se ::tiocs of
foreign technology, by indicating the techmological
altersstives avsilsble on the imterastionsl market;

CONSIDERING that with the informetion fernished
by the Bank of Patents naticnsl firms vwill be sided in
megotistions for comtractiag of technolegy;

CONSIDERING the gains that this procedure will
bring to cthese companies and to the country by makiag
it possible to avoid the contracting of techaology
vhich is insdequate to mstional technological snd
econcmiz conditioas.

DECIDES:

1. Az the time the prior consultation established by
Yorwstive Act Mo. 32 is effected, those compsnies
incending to umtract foreign technology sust justify
the need for importation (of cne technology) and the
choice of cthe supplier, based on & comparative
econowmic snd technological evaluation of the
technology to be imported vith thst avsilable from
other sources and techanologies, based on a survey to
be effected at the Bank of Patents of the Centre of

Docusentation anéd Technological Inforwmation of IKP!
(CEDIN).

2. For the purposes of this Normative Act, CEDIN
shall furnish applicants with a list of pertinent
wocuments which will include the country of origin,
the number of the documen:, the dste of filing,
informatior. on priority, title, classification, owmer
snd ianventor covering the field of the invention, snd,
if available, bibliograpaic data from sources of
informstion on non-patented technology in the
technological ares in question.

2.1. Along vith the listing, CEDIN will furnisn copies
of all relevant documents.

3. The awount to be peid for the search effected by
CEDIN will be deducted from the value to be paid for
the prior coasultstion.

&, The present Normstive Act will be effective
counting from 1 Jsnuary 1984,

Arthur Carlos Bandeirs
President

Tramsfor in Brasil - Brasiliss Norwstive
Ee - [ ugus 3 puleory priot
consultation whenever technical assistsnce or

m techoics]l services, acts and comtracts
olve inspection SeTvices, Sssguwbly supervision,
mlm testing and initial equipment eperation

Ve are furnishing hereunder the English
transletion of the sbove Act, which is
self-sxplanatory.
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Norwmative Act No. INPI-055 (pudlished or
I Septesber IFNTY

The President of the Maticaal lastitute of
Iadustrisl Property, in the use of Bis povers aad an
consideration of the precepts of the sole paragrapn of
Article 2 of Lav Mo. 5.648 of 11 Decesdber 1370 and¢ of
Article 126 of Lav Mo. 5.772 of 21 Decesber 1371; and

CONSIDERING that Normstive Act Mo. 32/78 of
5 May 1978 exeapted from compulsory prior coasultation
the concracting of specialized tecnnical services
and/or techaicsl zssistamce, wvhenever said services
involved iaspection snd/or sepervision of equipsent
snd/oxr assezbly of equipment;

CONSIDERING the mecessity of establishing
parameters to be complied vith by compsnies, when
coatracting ssid services;

CONSIDERING the meed to strengthen the national
engineering sector,

RESOLVES:

1. henever scts and coantracts covering specialized
tecnnical services amd/or technical sssistance involve
inspection services and/or sssesbly eupervision,
perforssace testing and isitial equipwent operstics
they shall, before being exscuted, be subjected to
coaplisnce with the systes of prior consultation
established by Mormstive Act No. 32/78.

2. Tue coantracting of supervisors, be they private
or juristic persons wmich are mot resident or locsted
in Brazil, shall in priamciple be admissible, provided
cthat:

I. tne contracting relstes to machines and
equipmsent, the techaology of wnich goes beyond the
locaily available state of che srt.

11. Tae contracting relstes to mechanical,
hydrauiic sad electric uaits vitn s high cegree of
specialization snd lov degree of nationalization.

Sole - In the case of item 11 above, only the
concracting of chief engineers for inspection,
sssembly, supervision and mainterance of electric,
electronic and/or pneumstic imstrumencstion; of
process engineers and OPEration Supervisors may be
sdmitted 85 a guarantee for sad responsibility of the
suppliers of the equipment as Co its performance,
inicisl operstion and operstionsl tescing.

3. Inspection services snall only be acthorized when
not availsdble in Brazil.

&, The present Wormstive Act shsll become effective
on the date of its publicstion, sll stipulstions to
the contraery being hereby revoked.
Arthur Corlos Bandeirs
President

RECENT FUBLICATIONS
Teble of contents of les Wouwwellests,
Jourasl of the Licensing Izmscutives Society,
Volume XXII, ¥Wo. &, Dacember 1987
Profit and Technology Tremsfer (Pster L. Wsite)
Late Developments in ERC (Consslo Ullos)

Patent Ters Restoration Act Updste (Walter N. Kiram)

Trademark Licensing in Kores (Y.$5. Cheng)




P2C Domestic Tech-Matket (Chi Shaojie)

lavestment Theory for Royalty Rates (Russel L. Parc
and Gordoa L. Seith)

Nov Licessiag, Franchising Differ (John S. Perkias)

Brazilisa Policies More Flexible
(Mawco Ferasndo Maria Arruda)

Veaeswela Eases Licensing Rules (Framklin Hoet sad
Alais Coriat)

Update om Licensing ia Argentinas (Jorge Otamendi)

Teade Secrets Protection ian Braxil
(Georges Charles Fischer)

United Mations Industrisl Development Orgamizatios

10.350
(IDNG.461/5)

First Coasultatiom on the Fisheries
ladustry. Gdansk, Polend, 1-5 June
1987. Rapoct

.51 Industrisl development review
series. The Caribbesn region
.56 Situscidn y perspectivas de las
industrias de bienes de capital en
América latins. Volumes LII - Costa
Rica. Serie de documentos de Crabajo
sectorisles Wim. 63

’PD.57 Guidelines for the development ol the
agricultursl sachinery snd implewsats
industry in Latin Aserica.

Voluwe I. Sectoral studies

secies ¥o. 18

?0.58 Industrial development reviev
series. Malavi

PPD.59(SPEC.) Reestructurscién de la iadustria
texcil andina: Hacia ua programs
andino de cooperacién

PPD.60 Industrisl Jdevelopeent review
series. Indonesia. Ohaaging
industrial priorities
Pro.61(seec.) Comparisons bectween industrisl
statistics and natioaal accounts:
empirical study on measures of
manufacturing value added

An

UNIDO wodel form of cost-
reisbursadble contract for the
construccion of a festilizer planc
iacluding guidelices snd techoical
sanexures

UN100/PC.26/
Rev.l

LPCT.42(SPEC.) Bibliograpny of documents relstiag to
the development snd transfer of
technology

IPCT. 43 Techaology trends series Mo. 7. The
changing Cechnological scene: The
case of OLCD countries
IPCT.64(SPEC.) Materisle developed through
space-relsted techuologies
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IPCT.45(SPEC.) Some cousideratioas for the
escablishment of silicon foundries
and desigs centres

IPCT.4J(SPEC.) Industrisl ianforsation sources oa
selected nos-fecrous isdustrics

IPCT.AB(SPEC.) Productics of cellulose from wvaste
cones of the Agave Tequilsna

PPD.&) Iadustrial development Teviev series,
Zisbsbwe

.66 Posibilidades de ls pequefia y madisna
industria metalmecanice es ¢l empleo
de mweves tecaologiss de
informscida. Serie de documentos de
trabaje secteciales Mo, [ ]

PPD.68(SPEC.) oving the istersational
comparsbility of isdustrial
statistics: illustrations of UMIDO
asthods

ID/SER.W/22 Industry sad devel t Bo. 22

(IS88 92-1-106222-5/1558 0250-7935)
(Sales Wo.: UE.88.IIL.E.2 US$18)

21-30 March - Mesting of the Systes of Natiomal
Acconats Exr.rt Group oa Production Accounts md
Input/Output Tables. Vieoms, VIC.

11-22 April - United Natious Commission om
Internationsl Trade Law, 21stC session. Bev York, USA.

26 April - 3 May - Renewsble Energy Equipwent Projects
ldentification and Prosotion Programme. Roes, Icaly.-

&~12 May - Reaevable Energy Equipment Projects
ldeatification and Promotion Programme. Milan, lcsly.

12-19 Mry - Reaevable Energy Equipment Projects
Ldentification and Prowotion Progremme. Vienna, vic.

April/May - Second Regional Workshop on the
Application of UNIDO Model Contracts for tne
Construction of a Fertilizer Plaat. Mexico.

30 May - ) June - Workshop for UNIDO/INTIB Mational
focal Points on Industrial Information Netvork and
Co-operation. Moscow, USSR,

May (lsc veex) - Regional Expert Crovp Meeting on
Seall- snd Medium-scale Enterprises including
Co-operacives (Africsn reglon). Hsrare,
LZisbsbve.

27-30 June - FAO/WORLD BAWK/UNIDO Working Croup 2u
Pertilizers (UWIDO MseCing). Vienas, vic.

Jume - Workshop on the Fisheries ladustry in the
Caribbesn Islands. Port—su-Priace, Harti.

$-15 July - UNCITRAL - Workisg Croup on Laternationsl
Payseats, L7th session. MNev Yorx, USA

September (& days) - Expert Grouwp Maeting oo
Llectrosics Industry. GCremodls, Framce.
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