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NEWSLEI IER 
TECHNOLOGICAL INFORMATION EXCHANGE SYSTEM 

I 32S4- ru .. ~1 

Dear Reader, 

The Tenth Meeting of Heads of Technology Transfer Registries to be held i.n 
Cairo from 8 to 13 December 1985, will focus its deliberations on the i.ssue of 
training in technology transfer. UNIDO is preparing for a major effort in this 
area based or the Oreanization' s experience aod with a particular emphasis on 
Africa. This is expect~d to be an on-going activity extending over several years 
and expanding according to the needs of the developing countries as they undergo 
change. The training programmes will be linked to national institu[ions or 
organizational units and it is also expecte<l that the different programmes will be 
implemented by nationals, supported l'-f a variety of inputs from UNIDO, 
synergistically integrated with inp:its from other sources. This means that the 
prime task will be the training of trainers. Apart from guidance in th~ 
methodological appro"'-:hes and teaching techniques, the training of trainers wi 11 
cover technical issues involved in the negotiation and acquisition of technology. 
The programme wi 11 also focus on the training of government officials resp~,,1sible 
for evaluating technology transfer agreements. This is to a certain extent already 
being organized by UNIDO through "traineeships" at the more experienced technology 
transfer registries. I sincerely hope that this comprehensive approa,:h towards 
training in this important are3 will receive the support it deserves, both 
substantially and financially. 

On a personal note, this will be the last issue in 
the "Dear Reader" column. Since I will be retiring from 
year, from now on kindly address your enquiries to 
Newsletter. If you should happen to be in India or wish 
with me, please contact me at the following address: 
Belgaum District, Karnataka State, India. 

which my name appears in 
UNIDO at the end of this 
the Editor of the IlES 

to maintain correspondence 
Dr. G.S. Gouri, Khanapur, 

G.S. Gouri 
Director 

Division for Industrial Studies 

Compiled by the Technology Group of UNllJO P,0. Box 300, A-1400 Vienna, Austria 

, . Nor •n offici•I docurMnr. For inlorm•rion only. 
Opm1oni upr•U«I in rhi1 n._,.,,., do nor n«•uarily ,.fi.cr rh• 11in111 of UN/00. 



REGISTRY NEWS 

Just recently we have received ll•Jti[ication th:it the (ollowu!6 ...:hanges n.-1vL' 
taken place in three transfer of teciinotot;y registries: 

Eth iop i.1 

Rep. of Korea 

~Ir. Shiferaw Jamrno has been reass1gneJ to cite <)ft1ce 
of the President and his place at the K.eg1stry t1as 

been taken by Mr. Giorgis. 

Mr. Young Hun Kim 
Mr. Cheon Young Lee 
TechnaloRy Centre at 
and Metals, Seoul. 

has been replaced by 
as Director of the Tr:insfer o1 
the Korea institute of ~achinery 

~1r. Alfre<io O. Russ•J has hcen replac.~d by 
Ing. de Santiago at the Spanish Registry. 

To all ::hos.~ ·..1ho h.1ve t:iki>n 11p ni>-.r posts .,r rPtired from service, W'' wish much 
goodwill in their new endeavours. 

·TECHN1>LOGY ACQU rs ITWN 

SEMINAR ON TRANSFER Or Tt:CHNOLOCY 
(Jointly oq.1nized hy the 

tl·.e General Secretariat 
21-25 Octoher 1985) 

Greek Ministry 
of Researc:1 

of industry, C:nergy .:.ind 
and Technology, and 

fechnoiogy, and 
UNlOO, AtiH~ns, 

The seminar, sponsoC"ed by the Greek :iiri.stC"y of Industry, LneC"gy .:.111d 
Technology, General Secretariat of Researc:h and Technology .:.i•d the Lin1tcd Nat lons 
In<l11stri.1l Df'velopment t)npnization (UNlL>~J.l, t11J a-; its principal puq.>osc t11e 
objective Jf increasing the ;ii.:an•ness of goven1me11t otficials and pul>lLc a11<1 

priv.1te entrepC"eneurs to the various issues relateJ to transff'C' ot teciln0Logy. 
During the five days of the seminar the participants were able to extensively 
reflect on the imp')rtance: of tht> transfer of technology in the dev<•lopmt>nt pC'ocess 
as well as on the complf~xities of technol;>gy acquisition and technology 
negotiation. They were also PX.posed to tlw intf>rn.1tion.'1l expeC"ience in prnmotin;;, 
eval11ating and monitoring of technology flows. 

The seminar was 1tt~nde<i by staff members of Grerk 
the tC"ansfeC' of technology, UNIDO staff members ~nd 
co11ntries wr>l 1 versed i-i transfeC" of trchnologv r.-.atters. 
were presenter! anrl disc11ssed: 

i.nstitutions concernrd •..1ith 
consultants from r:uropean 

The following main topics 

Lf'~.1\ rn•1iror.m<'nt, nqpnization.11 aspPcts 1ncl rc·g1ilation of transf!'r of 
technology in Gre<'ce; 

Tr<>nds in tPchnolngv tr:insff>r 1<>?,isl;itior; 

Or~anizatio~a! aspects of transfer of technology offices; 

Sourcrs of inform;it ion for thf' pVal11at ion of technology Lranster agret>rn(~nls; 

Monitoring and l'nfnrc<•m<~nt nf contr;1ct11al obli~ati'>n~;; 

H;isic r]Pm<•nt'i 1n contr;ict negotiation and special cons1d1•rations 111 

lirrn~;in;'. and tr>chnical sr·rvicP a~rPPIOC!l'...s. 

, 
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The seminar also provided an opp·::>rtunity for the presentation of case studies 
dPr!lnnstr:ttinP. the experience of Greek enterprist>s in the acq11isition of technology 
together with .'.ln exercise of simulated negotiation adapted from a real situation 
which illustrated the intricacies of the negotiation.and the problems suppliers and 
recipients of technology have to face in order to achieve mutually suitable and 
advantagPnus Jeals. 

At the outset it was recogniz•"'<l th:tt imported technology represented an 
essPntial cnmponent for the industrial development of Greece and the importance of 
implementing mechanisms was srressed that would improve conditions for technology 
acquisition, absorption and diffusion. lt was also recognizeJ tnat due to the 
technolo~y market's complexity and lack of transparency, as well as the resulting 
insufficient information on alternative suppliers and fair international practices, 
thP recipients of technology in industrializing countries normally tace high prices 
and a variety of restrictive conditions ""hich are harmful to their interests and 
detrimt->nt.-:il to the development of the host country. A recent study of the 
licensing experience of Greece concluded trat the lack of industrial tradition and 
systematic research-design development of new products in Greece make licensing and 
foreign technical aid the primary "channels for acquiring know-how. The know-how 
ch:rnnellerl into Greece is mai.nlv concerned with methods of production. Cases of 
col lahoration hetween Greek and .foreign enterprises for the mutual exchange of 
knowlerlgP on matters of design and development of new products and methods do not 
really exist. 

Most licensing contracts als0 include a concession on trademarks. It is 
estimated that approximately one-third of Greek licensee firms are more interested 
in thP tr:tdem.1rk nf the l icensf> than in the know-how. It is estimated that more 
than half of total rovaltiei paid ahroad concern rights on the use of trademarks. 

Grf'i>k •nan11facturing firms enter into contracts mainly with l;erman, American, 
Fr~nch, Swiss ar.d British companies. Seventy-six per cent of all foreign licensor 
firms arP h:tsP<l in the nhovP couritries. lt is worth noting the relative absence of 
Japanese know-how. 

The degrPf> of inter-connPction between Greek and foreign enterprises .varies 
broadly from sector to sector. It is hlgh in the areas of chemicals, electrical 
machinery, plastics, ruhber and metal products whereas the sectors of woodwork, 
food processing and textiles have a low inter-connection. ln many branches, ·he 
inter-connection centres on a small number of large Greek enterprises implying tt1~~ 

Greek licensing is on a level of enterprises rather than on the sectoral level. 

The level of royalti~s in each contract is not determined by its teclrnolo~ical 

content. From the licensor's point of view, the main criterion for determining the 
level ot rny.1lties is the maximization of •profits. ln cases where th~re is a 
combination of licensing and foreign investment (over 25 per cent of the number of 
firms and 67 per cent of payments), the main objective of royalties is the 
repatriation of the parent company's imported capital ~nd profits. 

In casf>s of foreign investment, the transfer of know-how 
kept within the company and tf'chnology is not widely diffused. 
smaller foreign firms i~ often e:tsirr anrl more libF>ral. 

is usually a matter 
Collaboration with 

Know-hnw is not limited merely to technological matters. It has been attested 
th:tt 1n pr.1cticP licf'nsing has cnnsidPrahly hF>lpF>d Grel?k f'Otf>rprises to improvP 
thrir other activities. Export~, organizational management, quality and cost 
cnntrnl, as wrll as thr capital struclurr of enterprises are areas that have 
hf>nefited considerably from licensing. The largest contribution of such 
cnlL1hor:ttion however cnn'.:erns spPciali7.ation and the training of personnel 1n 
Greek companies. 
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On the other hand, licensing has not been noted to have contributed positively 
towards tre advancement of subcontractin~ in Greece nor in promoting satellite 
small- and medium-size enterprises, or improving the borrowing capacity of Greek 
firms. 

from ruin. 
control or 

Licensing helped create new e.nterpris~s and saved certain firms 
However, it led rnany worthy Greek companies to come under foreign 
depenclence, and ciue t_o the lack of ind1.1strial planning, it played 
distorting the structure of Greek industry. 

its part in 

Licensing involves the acceptance by the licensee of serious restrictive 
terms. The more importar.t restrictions usually concern exports as well as imports 
of raw m~terials and semi-finished goods. Even though the total sum of royalties 
paid by Greek companies is small (0.37 per cent of the manufacturing product in 
1978), the impact of the often onerous res.:rict ions imposed by l icensors plays a 
definite role in the structure and development of certain industrial branches. 

The more develo~ed a Greek company, the stronger its bargaining power during 
contract n~gotiations, but since competitive Greek firms are often a threat to the 
local markets of multinationals, the latter usually show less eagerness in granting 
know-how without serious binding terms. In these cases it ; s p:-eferable for l.reek. 
firms to collaborate "on more equal terms" with soaller foreign companies. 

Until recently, the positive approval of licensing contracts was tne task of 
the Ministries of Industry and Co-ordination whose objective was the minir:iization 
of foreign currency outflow and did not go into a "systematic analysis of the 
cost-benefits for the co·1ntry's economy. After joining the EEC, no restrictions on 
the remittances in foreign exchange for royalties are permitted by the countries of 
the Community. Restrictive terms in contracts can only officially be free 
competition and free circul~tion of goods, or violc;':e i11ternational agreements and 
internationally accepted practices. 

The· impact of tl1e wider economic environment on the use of 1 icensing has been 
negative. Specifically mentioned is the deficient protection of i~dustrial 
inventions in Greece, the low level of ,rese.::irch, education of personnel and 
training, the absence of national standards etc. 

An i~pottant inflow of ~now-how to Greece is realized through technical aid, 
although agreements for this is limited to a small number of large'companies. In 
1978, the level. of payments for foreign know-how reached 20 per cent of total 
payments for royalties. 

The know-how, in at least half the cases, is inferior to that used by the 
licensor for subsidi3ries located in more advanced countries. 

A general conclusion to 
the development of many Greek 
decision-making centres and 
branches. 

be drawn is that licensing had a positive impact on 
firms at the cost of a greater dependence on foreign 
the icrational development of certain industrial 

The presentation of experiences of other countries (namely of 
Spain), which face problems and constraints comparabl' to those of 
shown that a co::-.prehensive legal and institutional infrastructure is 
prerequisite to taking full adva11tage of the technology imports and 
towArds the achievement of the Government's objective3 ~nrl priorities. 

Portuga i and 
Greece, has 

an essential 
orient them 

UNI DO, on 
countries in 

its part r is 
;: 1 1 ma t t e rs 

an organization devoted t.1 assisting industrializing 
r~Late<l to technology acquisition; among the 

, 

A 
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instruments available, and from which Greece may benefit, special reterence is made 
to the following: 

INTIB, Industrial Technological Information Bank, wnich 
information on sources of technology, mainly oriented 
pre-feasibility stage of technology acquisition; 

provides 
to the 

TIES, Technological Information Exchange System, providing 
information on terms and conditions of contracts amoug 
technology offices; 

exchange 
trans fer 

of 
of 

TAS, Technological Advisory Services, prov;ding direct &ssistance to 
Governments and public and private entrepreneurs on the different aspects 
and stages of contract negotiation. 

Against· the above background it was concluded and recommended that: 

(a) The conditions under which technology is imported into Greece and the 
impact of such technology on the national development can be substantially improved 
through the introduction of appropriate legal and institutional irifras~ructure with 
a transfer of technology office as the focal point to handle transfer of technology 
promotion, evaluation and monitoring in a comprehensive manner; 

(b) In addition to such an indispensable framework, the good functioning of a 
technology transfer office requires a specially trained staff who are able to 
analyse the transfer of technology agreements and take into account the interests 
of the recipient companies as well as the superior interest of the country. 

(c) Among the functions of this office a speci~~ reference may be made to the 
following: 

(i) In relation to the business community, assistance to Greek entrepreneurs 
on the selection of technology and the negotiation of transfer of technology 
agreements; 

(ii) Concerning the macro-economical objectives of the country, to provide the 
Government with knowledge on technology flows, analysis of trends in specific 
sectors, identification of the technological needs of the country and other 
relevunt information useful for the definition of the country's development policy; 

(d) The usefulness and need for establishing a national and international 
information network was recognized. Such data base linkages should be integrated 
with the services of a technology transfer office; 

(e) Since the experiences of other countries in negotiating technology 
transfer iti;reements could be of ~n~.1t value to both the Greek Government and 
entrepreneurs, i nternat iona 1 linkap,e th rough interna t iona 1 organizations such as 
UNIDO is recommended. Linkage with UNlDO coul<l be est::iblished by more efficiently 
using ser~ices such as INTIB and the Technological Advisory Services, either at the 
institutional or at the individual level. A more efficient use of the UNIDO 
~ocumentation in this area -::0u1ct <s~::" be foreseen. 

(f) It is recnmmen<lcd t'hat serious conside:.1t1on be given to joining the 
Technologi.c3l Information Exchange System (TIES), wh-ic;e objective is to exchange 
information and experience between like-minded countries it. ~hP area of technology 
transfer, evaluation and monitoring. In particular the Greek part1ci.,.1,.inn could 
be foreseen through an involvement in TI~S meetings; later on activities such as 
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training in evaluation of agreements, infl,rmaticn exchange and assista11ce tn 
establishing rules :tnd procedures may be foreseen; 

(g) Given the short duration of the seminar :rnd the great interest of the 
participants 'ln negotiation t5sues it is highly recommended that the present 
seminar be foll.:.,.;..=:.:! ~y ~ther activities addressed at entrepreneurs and Government 
officials, allowing them further reflection, exchange of views and increase of 
professionalism in this crucial area for the development of the country. 

Technology transfer through joint veatu~e 

(This article is. based on an extensive desk study on tl1e subject whi.ch wi.Ll be 

published as a UNIDO document in the near future.) 

Co-operation through joint ventures, involving shared ownership between local 
and foreign partners, has experienced a growing preference in developing countries 
dur~ng the 1:1st two decades. While the traditional" forms of direct investment <inJ 
technology transfer have in developing countries created a major concern on the 
high C•JSt :rnd often modest benefits, joint-venture arrangements have pi::oven to be 
an appropriate focm of transferring production resources - capital and technology -
from the m0st convenient source on the best available conditions :ind combining 
these efficiently with the utilization of domestic capacities. Thus the 
joint-venturi' is considered as a most flexible instrument of collaboration which 
could bring together partners with different profiles, allowing at the same time 
~omplemcntarity of their strength. 

Between the traditional foreign direct investment in the form of wholly owned 
subsidiaries on the one hand and a direct licensing agreement on the other, 
joint-venture arrangements stand somewhere in the middle by including Plements of 
both co-oper::1tion forms. Given the vital importance of technology for the process 
of industrialization, however, technological contributions 1Jhich could be acquired 
through joint venture arrangements stand in the centre of interest in developing 
countries. The insufficiency or lack of "technical know-how must not necessarily 
lead to a joi.1t-venture. Other forms of co-operation available which are limited 
to the technic:il field such as 1 icensing agreements, may serve the purposes of the 
developing countries. But under thz usual provisions, licensing agreements do not 
give the licensee the often needed capital inputs or the full range of services for 
the planning, construction and running of a new plant including rnana6ement anJ 
training of personnel. The poss ibi 1 ity of combining those elements witt1 tt1e 
acquisition of technology provide the attractions of joint-venture arrar.gements i.n 
developing countries; and unlike direct foreign investment, tt1ese arrangements 
promise a higher degree of control of the operations involved at reduced costs. 
Finally, equity contributions of a foreign technology owner implys .'.llso his 
participation in market risks. This is supposPd to g~ve the national entrepreneur 
a better insuranc~ that the technology applied would be relevant to the purpose of 

-the project an! appropriate to the market. 

However the interests and motivations of the promoter,; of a joint-venture are 
noc usually the same and should be well understood. For a foreign inve~tor, 
presence ;ind ;iccess tn developing country markets, cost and price advantages, 
safeguarding of raw material supply and risk sharing are important motivations tn 
seek a joint-vent11rf' partnP.rship. r:ntrf'prene.1rs in <level0ping countri<'s in most 
cases .~ n t e ·.- i n to :1 part n Pr sh i p w i th a foreign i n vest or in th<' hope o f ob t ;i in i n g 
capit;il, m:in:igemcnt and markPting skills ;~nd :i rP.li;ihlP so11rcP of tf~chnical 
know-how. The harm1niz:ition of these, somf'times contradictory, interf'sts is 
i>11senLi.1l to Pstahlishing .1 joint venture which could ~uccf'ssfully mf'1~t cnmr1crci;il 
interests and serve as an important element in contr:h11ting to the ;irea of <'Connmic 
and technological dewdopmf'nt in the recipient country. 

• 
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Although these agreements have become quite transparent Jue to various studies 
rF>cently published on joint venture arra11gements, ~ess attention has been ·paid to 
the practical implications of planning, negotiating and effecting transfer of 
technol0gy in the joint venture mnJe. J\ consideraule number nf drawbacks wl1ile 
executing joint venture and related transfer-of-technology agreements in developing 
countries has created a growing awarentss ot tne ccmplexities involved in entering 
into s:..:ch agreements and of the related need for strengtt1ening the capability of 
negotiating with foreign partners • 

A~ainst this background and in line with tanner UNllJU puhlicati0ns on transter 
of technology issues, this manual is intended to outline the different options and 
problems ·:nvolved in the transfer of t.echnology through joint ventures. nddressing 
entrepreneurs and regu~atory personnel of government agencies in developing 
co..intries who .1re seeking to l icen~e or regulate transfer of technology in the 
joint-venture mode, the m3nual discu5ses close issues that are commonly raised and 

sorte<l 01Jt among partners before thE!Y set down the forms of their compromise in 
contractual formats. It is in so far intended to provide background material and 
practical guidance :luring thi> prf'p:iratory and negotiating phase of transfer of 
technology transaction. 

Due Cc) thf' consid~r.1ble complexities of establishing .1 joint venture, 
p:trticularly in the developing count:i.y context, it is r.ot feasible to discuss .: 1 l 
of its aspects; however, several UNIDO publications treat particular aS!Jects of 
setting up in<lustrial ventures rn and transferring technology to developing 
co1mtries at some length, and to which reference will he m.1de later on in this 
manual. 

The specific transfer of technology issues will he discussed within the 
conti>xt of the establishment of .'! joint venture. Pursuing a chronological 
approach, the planning, preparation and negoti.ation of joint venture .:.1rr;inge111ents 
arld transfer of technology transactions until the signing of tlie final agreements, 
will he outlined step hy step. While tr.e t1rst part presents Lh1! basic 
considerations during the preparatory phase of a joint venture, particularly 
highlighting the technology related preparation activitie!'. such a~: teclrnolugf 
identification, its selection and evaluation, the second part describes the 
characteristics and modalities of the technology transfer throu~l1 jciint ventures. 
Pros and cons vis-a-vis direct licensing, standard provisions in foreign investment 
and transfer of technology laws, as well as questions of the generai transfer of 
technology environment will be discussed in detail. The third and main part deals 
with fundamPntal issues of the negotiation phase. The <:rucial el.~rnent;:; when 
negotiating and setting up a joint venture, its capital ~'tructure, .nanagement, 
control and technolo~y are discussed in such a w.1y as to sh0w their 
inter-connections, their impact on the smooth running of the venture and their 
implications un the technology ac1111isition by the national partner. Finally, a 
sample agreement should illustrate contractu;,l possihilities of en':.ering into a 
i"int venture arrangemf'nt :me! safeguarding the aco11isition of technolo~y by the 
lol'al partner. 

Th~ joint venture concept 

The jnint venture cliscussec! in this monograph ts the "industrial joint 
\·i>ntute" involving substantive use of overseas technology generally estahl ished 
hetwe~n corporate entities in cleveloped and rle•1eloping countries and operating 
un<ler the national legislative framework of the developing country. 111e partiE's ot 
the joint vent•Jre may he individuals, corporate hodies or in the context of 
developing countries, very often government agencies. 

While many v.1riations are possihlr-, th.~ joint venture can l>a;ically take 1Jne 
of the two following forms: 
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The joint ventures formed by the specific incorporation of a company, with 
the company acting as the vehicle for achieving the purpose sought by its 
founding corporations; (Equity joint-venture) 

The joint 
corporate 
purpose. 

venture formed by ad hoc or less permanent arrangements without a 
designation and with profit-and risk-sharing as the only common 
(Contractual - joint venture) 

In the latter form, two or more existing companies establish a "joint venture" 
which is essentially an arrangement to carry out a particular type of act.ivity 
without creating an entity with legal corporate identity. For example, two 
companies can "pool" their assets in a joint venture to manufacture a product (i.e. 
the petrochemical raw material intermediat~, ethylene) and by agreement use it in 
some ratio in (thei!") separately owned enterprises. In these latter forms of th<> 
"joint venture", division of profit, expenses, production, etc. will be arrived at 
by a formula set down in the agreement. In o:her words, unlike the situation with 
the incorporated joir.t venture company, division of profit is not determined by 
respective contributions to equity funds. Also, a colllTlon legislative framework 
need not govern the operations of the collaborating companies. Contractual joint 
venture a::-rangements are often used in those countries and economic sectors where 
the laws of the host ~ountry do not recognize the concept of private ownership or 
foreign participation in ownership, as is the ;ase fur most of the countries with 

centrally-planned economies. 

While the contractual joint venture could be an important instrument for 
industrializing developing countries, it is· particularly amenable to exploitation 
hy intergovernmental agencies; but this is not a subject for this manual. 

The study mainly focuses on the equity joint venture, which, principally in 
the manufacturing industries, is the most common form of joint venture in 
developing countries. Although there is no uniform model of equity joint ventures 
and the scope and complexity of arr1ngements can vary widely according to the 
purposes of the venture, it is assumed that the equity joint venture considered in 
the manual has the following charac~eri~tics. It is: 

(a) A separately incorporated enterprise in which 

(b) investors from two or more countries 

(c) commit capital and/or technological assets 

(d) share some degree of management 

(e) participate jointly in all risks of the enterprise, and 

(f) share in the net earnings in the ratio of their contributions to the 

equity of the enterprise. 

In order to hi~hlight issues of competing self-interest and potential 
conflict:, the model joint venture of this monograph is a "two body" or "two 
shareholder" enterprise, wi!:h hoth t-he bodies, as already stated, being ..:orporate 
ent1t1es. The issues discussed admit to a "third body" involvement as would happen 
in "third country" ventures or Hhen g.>vernments and bar:ks provide equity capital to 
an industrial firm. Finally, the est::iblishment of a joint venture in this manual 
is presented tacitly or expres~ly under the assumption that the developing country 
firm is taking the initiative by seeking a source of technology and not capital; 
that foreign capit;il hecrw1es associated with the enterprise because ot an ancillary 
need of the enterprise, as an ~ssurance f0r the performance ~f the technology, as a 

• 
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condition of the foreign firm's terms for the supply of technology, etc. This 
assumption is consistent with developing country policies towards direct foreign 
investment and reflects a growing tendency of developing country _firms to become a 
more active force in the process of negotiating transfer of technology transactions 
and the formation of joint ventures.!/ 

GUIDE ON GUARAl"iTEE AND WARRANTY PROVISIONS IN TECHNOLOGY TRANSFl::R TRANSACTIONS 

Hereunder you will find a third article on the subject, this ti;ne covering 
le~al title an<l infringement·. As in Newsletter No. JU we are ple:ised to reprint 
comments on the subject sent in to us by our readers. 

4.6 LEGAL TITLE AND INFRINGEMENT 

(a) Purpose and Function 

If part of all technology transferred consisted of patents or other industrial 
property rights, the licensee could only fully utilize it if the technology were 
valid, me3ning that the licensor is in an undisputed legal position concerning the 
technology. Usually there are three areas of particular concern: 

(1) The actual existen~e of legal protection (ownership ~nd validity), which 
may, in addition, make reference to the mai~tenance in force of the patents for the 
time of the agreement; 

(2) The possibility that the ust: of the licensed patents may infringe the 
patent rights of third parties (third party claims); 

(3) The possibility of operating without legal interference by third parties 
(infringement suits). 

For practical j:>urposes a distinction 'may be made between the refusal of an 
application for a patent and the invalidation of a granted patent as a result of 
third party claims. 

In the first case, a patent pending application is refused wh~n the industrial 
property administration declines to gra~t the patent because the application fails 
to conform to the requirements of the patent law. 

In the second case, an already granted patent is declared to be invalid after 
-: la:ms of invalidation of the patent right itself, which will subsequently lead to 
an annulment of the patent if changes or modification·s in the technol,""lgy to repeal 
s·1ch an infringement, is not or cannot be made. 

Provisions on the granting of patents also often regulat_e questions dealing 
with the exclusive or non-exclusive character of the licence, irr_irovemerts, field 
of u:;e, etc. These questions wil 1 not be discussed in th1.s section of the document. 

l/ The survey ,_n TO/B/C 6/77 (UNCTAO 1982) demonstrates that 
50 pP.r cP.nt of the projects involving foreign small- and medium-sized 
initiative for equity joint ventures or a technology agreement 
exclusivP.ly by the local part'1er, whereas in only 20 per cent of the 
projects derived from n proposal of the foreign partner. 

in almost 
firms, the 
was taken 
cases the 
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(b) Present legal situation and contractual practice 

As far as the ownership of the technology is concerned, most laws stipulate 
that a licensor who concludes a transfer of technology agreement implicity warrants 
that he is the owner of the technology or has other forms of rights to the 
technology which empower him to conclude the agreement. 

As far as the validity of the technology is concerned, the legal approach 
differs: under some laws, patent licenses etc. do not import a warranty of the 
patent validity. Other laws apply the general rules of civil law, under which the 
subject matter of a contract must be free from legal defects and under which the 
1 icensee may therefore claim damages, if this is not the case. In this respect 
Brazil has taken a unique approach by limiting the possibility of licensing such a 
patent application until a patent application has been published and a request for 
examination has been filed. 

The laws ensure that the licensor has to ensure that the industrial property 
rights of third parties are not infringed. 

Illustrative Clauses 27 and 28 

"(The patentee <>hall) guarantee, for the duration of the contract, 
parties shall have no right in the patent which 1:o1ould prevent or 
exploitation." (Hungary, Patents Act, Section 18(i)). 

that thira 
l:imit its 

"(The Ministry of Patrimony and Indujtrial Development) shall not register the 
acts, (agreements or contracts referred to in the Sei:ond Article hereof) ln the 
following cases: 

If it is not expressly established that the supplier shall be liable for the 
infringement of industrial property rights 0f third partie~." (Mexico, Law on the 
Registration of Transfer of Technology and the Use and Exploitation of Patents and 
Trademarks, Art. 15, Sect. XII - published 11 January 1982). 

Other laws only require that the licensing contract must contain express 
contractual provisions on this issue: 

Illustrative ClausP. 29 

"(A contract for the acquisition of material riglats to technology) shall 
provide for: 

The rights and obligations of the contracting parties ln case the 
assignment of the material rights to technology a~d the sale of products 
manufactured thereby have violated the rights of third parties." 
(Yugoslavia, The Law on Long-term Co-operation, Business and Technical 
Co-operation and the Acquisition and Assignment of Material Rights to 
Technology between Organizations of Associated Labours and ~oreign 
Persons, Act. 24/9). 

The legal consequences of acts by third parties which infringe the licensed 
rights, are usually not regulated expressly. Under general principles of law the 
licensor may be required to take appropriate steps to ensure that the licensee can 
enjoy the full right of Lht• patent 1 icensed. But a solution is mainly left to 
co11Crcu .. l.ual practice. 

• 
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In contractua 1 practice, the licensor will usually give a warranty of title, 
whic~means that he has the right to possess the patent, or copyrights, etc. st~ted 
in such a warranty of title. For example in an agreement within a petrochemical 
industry for the production of ammonium nitrate between a de~~loped and a 
developing country, the licensor states in the guarantee clause that: 

Illustrative Clause 30 

" it has complete property and/or the right of disposal for all patent 
rights ••• and other industrial property which are used for the engineering or in 
the process within the scope and !"erms of this Agreement." 

A full warranty of legal validity, stating that the licensor or technology 
supplier is the true and first inventor of the invention or that there are no 
lawful grounds for objecting to the granting of patents to the licensee so far as 
it is known, is very unusual, because it is difficult to be sure that there is no 
reason whatsoever for attacking the legal validity (see WIPO, Licensing Guide, 
p. 86(ii))_ But a warranty of the licensor as regards his own knowledge and 
steps taken by him t~ ~~sure the legal validity is quite common. 

Illustrative Clause 31 

The licensor hereby warrants that to the best of its knowledge the technical 
informations to be disclosed pursuant to the Agreement do not constitute 
infringement of patents of third parties. 

Third party claims 

The consequences of a patent infringing third party r i.ghts are subject to a 
number of variations in present contractual practice. 

(a) Licensor takes full responsibility 

In this case th~ 
responsibilities for 
payable, as well as 
restrictions emerging 

licensor bears the full risk of third party claims as to the 
the defense and for any damages or sums that may become 
the adjustments necessary to cope with the obligations and 
from such claims. 

When the licensor takes full responsibility with regard to third party claims 
he will undertake at his own expense the defense of any such suit or action. 

In such a case, the licensee is completely dependent on the action of the 
licensor with respect to legal action, as the licensor will have sole charge and 
direction of the defense and right to be represented therein by advisory council of 
its own selection at his own expense. 

The licensor may, in any such suit or action, be obiiged to co-operate to the 
extent possible and to furnish evidence within his control. 

When the licensor bears the full risk of third party claims, "the licensor 
shall fully indemnify and hold liable the li.censee of any sums payable by 
infringement and shall ~eimburse in full to the licensee any royalties, license fee 
or damage paid to a third ;>arty as a result of a ruling of a corr:petent court." 
(See UNIDO/PC.50/Rev.l, Art 7.1. and 7.1.2.) 

In the event of any notice or claim of infringement of third parties' patents, 
the licensor may stipulate the right to eliminate the alleged or adjudged 
infringement by (1) procuring for the licensee an aporopriate licence or (2) m&king 
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such changes in the technology as necessary to avoid such infringement. Such a 
right shall be borne by the licensor at his own expense and the changes required 
shall not prevent che licensor from meeting the performance guara~tees as 
stipulated in the C3ntract. (See WIPO, Licensing Guide for Developing Countries 
f.n. 95.) 

(b) Licensors' limited responsibility 

Other approaches used, 
stipulate limitations on the 
licensee to be harmless in all 

when a patent 
liabilities of 
respects. 

infringes third 
the licensor and 

parties' 
do not 

rignts, 
hold the 

Usually the licensor undertakes the defense of such a suit or action at 11is 
own expense, but in the event t::hat the alleged infringement is denied by court, 
some clauses state that the licensee must repay the licensor the cost of conductLng 
the case. Other clauses go even furthe~ in obliging the licensee to undertake such 
suits a~d actions at his own expense. 

Another limitation of the licensors' responsibilities may be that he will hold 
the licensee harmless against any judgement or damages which may result from any 
suit alleging infringement of any patent of a third party up to a limit of, e.g., a 
certain percentage of the total payments previously received by the licensor from 
the licensee. 

The licensors' responsibilities may also be limited in the sense that a clause 
may be silent on the requirement for the licensee to have the licensor alter the 
orocess for avoiding or eliminating the infringement, while other clauses may limit 
such a requirement to a matter to be discussed between the licensor and licensee in 
case of infringement of third parties' patents. 

(c) Consequences with respect to royalty payments 

Some clauses may provide for suspension of royalty 
continuance at a reduced percentage during the period of 
attacking the validity of the patent. 

Infringement by a third party 

payments or their 
legal proceedings 

If the (valid) patent is infringee by third pdrties, contracts usually oblige 
the licensee to inform the licensor, but may also state that the parties shall 
pr~mptly inform each other of any infringem~nt of the patent which becomes known to 
them. 

In present contractual practice, the obligation to take the necessary steps in 
case of such infringement may rest upon the licensor, the licensee, or both jointly. 

Contract11al practice also uses a number of variations relating to the 
responsibility of the licensor and licensee for the custs and expenses incurred by 
the proceedin~s unrlertal<en to stop an infringement by the third party and the right 
to retain any benefits, such as damages, which may be recovered from such 
proceedings, as such costs, expenses and benefits do not always correspond to the 
one responsible to initiate and undertake the prl)ceedings against infringers. 

Nevertheless, some main 
proceedings and thr rlivision 
presented below. 

approaches to the 
of costs, eY.penses 

obligations for undertaking such 
and benefits related hereto, are 

• 
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One approach is that the parties jointly undertake the proceedings against 
infringers and cletermine their respective responsibi~ities. The distribution of 
..:osts and expenses for example may be shared eq.ially between the licensor and 
licensee. 

Ancther approach is that the licensor is obliged to undertake the proceedings 
at his own e:;:pense. The licerisor will then also enjoy the benefits of any sum 
pavahle hy the infringer in the concept of royalties, license fees and damages. 

In the event that the licensor fails to undertake the proceedings as 
stipulated, the licenspe may take the appropriate legal action against infringers, 
directly if permitted by the applicahle law or on the basis of powers and 
authori7.at ions provided by the 1 icenLor. 

Any s~m payable hy inf:ringers will correspond to the li-ensee, but he will 
also be responsible for all costs and expenses incurred thereof. 

A third approach is that the licensee is obliged to undertake proceedings 
against infringers at his own expense. As mentioned above, he can do this directly 
if permitted by the applicable law or C"1 the basis of the necessary po•.rers and 
authorizations provided by the licensor. The licensee will also in this case enjoy 
the benefits of ar.y sum payable by the infringer in concept of royalties, license 
fees or damages. If the licensee does not take prompt legal action, the licensor 
may on his own option take such actions. The costs and expenses will be paid tor 
by the licensor and he will also enjoy the benefits of a successful outcome ot such 
actions. 

If, as a tesult of an infringemen~ by a third p?.rty, the licensee's income for 
the product or process is actually or likely to be substantially redJced, some 
contracts may oblige the licensor to hold the licensee harmless of damages due to 
infringements by a third party, if the licensor does not take appropriate actions 
against the ir.fringer, in the sense that the price of th2 contract is to be 
diminished to an extent commensurate with such a reduction in the licensee's income. 

(c) Problems and possible solutions 

Warranties as to legal title and infringement of industrial property rights 
arc long known and a lot of court cases exist. ~n spite of this, legal views on a 
number of items are still divergent and the legal principles on these matters have 
not been settleci in a number of developing countries. Even if patents only play a 
s~bordinate role in the whole context of technology transaction, these issues need 
to he carefully drafted, because insufficient regulations in this area may easily 
affect other portions of the transaction. 

Legal titlP, ownership. The ownership of the licensor to the patent lic~nsed 

is considered to be an implicit warranty. Nevertheless, it may be stated ~n the 
contract itself to avoid any misunderstanding and to make sure ot the present 
status of registration/application of each of the patents and its scope (see 
illustrative clause 30). 

Validity. Licensors are limited to g1v1ng blanket warranties with respect to 
legai validity, because the patent could become invalidated for all time. 

When a patent applicat i0n has been fixed but not yet granted, the risk that 
the patent application will be refused (which occurs when the application fails to 
conform with the requirements of the patent law, e.g. when an invention i.s in the 
public domain or someone else holds the right of the patent) could make the 
licensor even more hesitant to warrant that the application will result in a full 
patent title at a later stage. 
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'llte disclaimers presently used do not share the burden of risk between 
licensor and licen_ee in a balanc~d way. The validity of the patent lies mainly in 
the sphere of risk to the licensor; he has also the better means for discovering 
potential rights of th~rd parties, having developed the te~hnology and knowing the 
present state of the technological activities in this field better than the 
li,;ensee. The main problem then consists of determining the extent of care that 
must be unfolded by the licensor to make sure that his technology will obtain or 
keep its legal validity. A minimum requirement would be that the licens~r gives 
detailed information at least of activities he has unfolded to find prior patent 
?..p;Jlications, etc. This information would facilitate the licensee's assessment ' 
whether or not the legal validity of the patent has a reasonable chance vf 
survival. Thus, the contract should at least state that the 1 icensor, to the 
actual extent known to him, guarantees that there is no limitation, including any 
pending official procedure or litigation, which aav~rsely conceras the existence or 
validity of the patent. 

Postponement of contract. It is sometimes suggested that the agreement should 
enter into force only after the patent has been granted when patents ar£ still 
pending. Since patent registration procedures can be very lengthy, this approval 
may lead to undesirable delays and costs with respect to the investmenti:: of the 
.. icensee. 

Adaptation of the contract. The pri!'lary goal of the recipient should be to 
obtain the technology in spite of the invalidation of one or more of the patents 
involved, if the technoln~y as a whole is still valuable. This will require 
adaptations and modifications by the licensor ..Jn the technical and on collllllercial 
sides. On the technical side, infringement of third party rights may be avoided by 
making changes or modifications in the technoiogy or by procuring, if necessary, a 
third party licence for the licensee in order to ensure he has the rignt to 
continue using the technology. The costs required should be borne by the licensor 
and such changes on the technical side shall not prevent the licensor from meeting 
his guarantee obligations. On the ccrmnercial side, payment conditions may have to 
be adjusted. It seems to be fair that the licensor also takes over all those fees, 
royalties and damages which the licensee has to pay to a third party as a result of 
a court ruling. (See above para. "Third party claims. (a) ·Licensor takes full 
responsibility".) 

It is the patent owned and licensed by the licensor which was the cause of 
these damages. The situation may only be different where the licensee has been 
alerted before the contract and is fully aware of disputes or claims in relation to 
the legal validity of a patent. The licensee should also negotiate for full 
liability of the licensor for the licensee's own damages and losses. 

Consequences of full invalidation without possibility of adaptation because of 
third party claims 

If adaptations to the technology and contract terms are not possible or 
desirable, a termination of the contract should be provided for. National 
jursidi.ctions take different views as to the question whether royalty payments 
should be reimbursed once the patents are invalidated. Some argue that one cannot 
pay consideration to a non-existent r~ght, others argue that it should be 
considered as use of a valid patent as long as the invalidation was not spelled 
out. To avoid uncertainty, a prov1s1on on (partial) reimbursement snould be 
included in the agreement wherever possible, in addition to the other rights. (See 
above para. "Third party claims. (a) Licensor takes full responsibility".) (See 
p.9, "(c) Consequences with respect to royalty payments".) 
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To avoid uncertainty, a provision on (partial) 
included in the agreement wherever possible, in addition 
above para. ·~Third p:-...-~y claims. (a) Licensor takes ful 1 

reimbursement should be 
to the other rights. (See 
responsibility".) 

Consequences of invalidation because of patent application refusal 

These views, with ~egard to the right to terminate the contract and the right 
of having royalty payments reimbursed also apply when a patent application is 
refused. 

If such a right is recognized, reimburse1-:e:tt is usually determined from the 
date of the refusal of the patent application, but the extent of such 
reimbursements could be considerably disputed particularly when the recipient has 
profited from the use of the know-how or has received technical information or has 
otherwise benefited by his protected situation, for a period prior to tne refusal. 
Therefore, as has been stated above, a provision on (partial) reimbursement should 
be included in the agreement in order to avoid these kinds of disputes and 
uncertainties. 

Infringement bv a third party. The most important action is a co-operative 
speedy procedure to stop such infringements in order to minimize damages. 
Therefore, both pacties should be subject to strict and expeditious notification 
procedures. In principle, the obligation to take proceedings against the infringer 
sho~ld stay with th~ licensor because the licensor will often have an interest of 
his own in order to be &ble to defend himself against the inevitable counter-claims 
of th-! infringer that the patent of the licensor is invalid. (See, e.g., M. 
I. Roos, "A Case History: 'Work mate"', in Les Nouvelles, June 1983, pp.102-111 
(105).) 

Nevertheli>ss, there may be situations where the licensor shies away from court 
action because he is afraid of the high costs of the litigation procedure or 
because he fears invalidation of his own patent. In addition ne may be unfamiliar 
with the local legal or administrative conditions. 

Illustrative case 

An invent.)r had licensed a· patented textile machinery innovation exclusively 
to a smal 1 enterprise. The innovation proved to be highly valuable. International 
manufacturers soon discovered the value of the product and 01,;t-produced the small 
licensee. The sales, though growing, were not as high as they could have be•'n if 
the licensor would have taken legal :iction against the other producers which 
produced competing equipment coming within the claims of the patent. ·:he licensor, 
however, was n.-t willing to litigate and risk its patents, even though his royalty 
income could have been higher. The licensee had no possibility of forcing him 
because he had failed to insist upon a clause requiring the licensor to take legal 
action against firms that produced competitive equipment coming within the claims 
of the patent:;. (See H. 1. Johnson, Experiences with Three Licensees XIX in 
Les Nouvelles 31(34) (1984).) 

Therefor~, the licensee should have a right to 
In case of co-plaintiffs, parties should clarify 
co1msi>l and to control the conduct of litigation 
recoveries are to he shared. 

participate in the litigation. 
who has the right to choose 
and how liti1;ation costs and 

A licensor will often be hesitant to let the licensee dcfPnd patents by 
himself if he thinks that the licensee has less experience in patf'nt litigation. 
He may e~en fear that the licensee only defen~s the patent ~alf-hf'art<'dly in order 
to provoke the invalidation of his own patent and thus be reli>ased from royalty 
obligations. 
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A solution could be the right of the licensee to take action alone, if the 
licensor does not act within a certain period after notification. The obligation 
of the licensor to initiate action could be limited to substantial cases. 

If the licensee is entitled to ~ursue the infringer by himself, caution sho~ld 
be take~ that this does not affect the licensor's guarantees vis-a-vis the licensee. 

The recipient should make sure that the licensor w_ll hold him innocent of 
damages due to infringeruents by th:rd parties, at least ~o the extent that he can 
recover them from the third party. (See above "Infringement by a third party".) 

SeEaration of responsibilities. As has been pointed out, the protection of 
validity of patents is the obligation of the licensor, but effective protection 
will require close co-operation between the parties. This relates particularly to 
the notification procedures in case of infringement_ for support in court 
proceedings. When the licensee takes over certain tasks from the licensor 1n 
litigations with third parties, thi3 should, in principle, not affect the liability 
of the licensor, except where certain negative results are due to a cl.ear fault of 
the licensee. 

Alternatives. A measuce which could complement rather than substitute patent 
wgrranties is extensive information on the patent situation. The 
licensee knows the state-of-the-art and the ~D going on in a specific 
easier is his evaluation of the potential validity of the patents. 

better 
tie ld, 

the 
the 

Patent warranties can be partially replaced by implied warranties in some 
national legislations. Caution, however, is necessary, because legislation 
differs, and even within one country the scope of an implied warranty may differ 
according to the circumstance$ of the case. 

(d) Checklist 

1. Legal title, Owi1ership 

Ownership or other legal pos1t1on of licensor with regard to technology; 
State of patent application/registration; 
Type of patent awarding procedure. 

2. Validity 

Knowledge of prior publications (countries, time, persons); 
Knowledge of right of the persons; 
Knowledge of public use; 
Degree and kind of activities unfold to discover eventual ::nird party 
rights. 

3. Invalidation 

Reasons: 

Non-payment of fees; 
Non-fol fi lment of requi reml':lts; 
Third party rights; 
Contestation by licensees. 
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4. Corrective action in case of invalidation 

Postponement of contract: 

Subscription of contract only after filing of patent application; 
Validity of contract only after patent grant; 
Pending validity of contract (subject to patent grant); 

Adaptation of contract: 

Adaptation of technology; 
Procurement of licenses from third parties; 
Adaptation of payments; 

Termination of contract: 

Royalties: 
Retention; 
Reduction; 
Termination; 
Reimbursement; 
Damages. 

5. Litigation with third parties 

Notification: 

Hy recipient; 
Hy supplier; 

Responsibilities: 

Of 1 icensor; 
Of 1 icensee; 
Co-operation requirements; 

Costs; 

Dama~e claims. 

6. Infringement hy a third party (See points under 5.) 

7. Separation of re~ponsibilities 

Notification; 

Law suits: 

Proceedings hy licensor; 
Proceedings by licensee; 
Joint proceedin~s; 
Information requirements; 

Damages; 
Effects on licensor's warranties in case of licensee's procedures. 
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8. Alternatives 

Information; 
Implied warranties under applicable law. 

9. Requirements under applicable law. 

SPANISH EXPERIENCE IN REGULATING TECHNOLOGY TRANSFER 

This article is abstracted from a paper written by Dr. Cesa!': Primo, a UNlDu 
consultant, which was presented at the National Workshop on Technology fransfer 
held in Athens, Greece, from 21-2S October 198S. Dr. C. Primo was Head of the 
Spanish Technology Transfer Register from its establishment in 1973 until 19<l4. 
The article is complemented with the annual report for 1984 on transfer of 
technology, prepared by the Directorate General for Industrial and Technical 
Innovation, Ministry of I3dustry and Energy. 

Introduction 

No one disputes the importance of technology and the role it plays in th"? 
economic growth of countries. Nevertheless, when technology is studied from 
different angles, something is lost of the overall view and it may be forgotten 
that the level of technological achievement is the sum of domestic technology and 
technology acquired from outside. World-wide studies have shown that this 
combination gives quite similar results in a large number of countries. For 
example, in Spain it is estimated that the total expenditure is something of the 
order of l per cent of the gross domestic product. This value is not very 
dissimilar from that obtained for a wirie range of countries. 

In comparison with each of the components enormous differences can be noted. 
There are vast differences between what the most developed countries spend on 
research and development and what is spent by the least developed countries. In 
other words, the major difference is in the different proportions of domestic 
research and acquired technology, given that all countries produce some work of 
their own and also import technology. In industrialized countries the proportions 
are at levels of 70/30, 80/20 and above. In medium-level countries the proportion 
hovers around the SO/SO mark and the least developed countries show a much greater 
imbalancE;• 

The problem of these proportions or disproportions is not of an economic 
nature, in terms of the costs of technology, since it is very often preferable to 
acquire foreign technology than to undertake one's own development. The problem 
li~s in the ri!lk of creating a state of dependence with long-term dangers. This 
risk takes on greater significance in medium-level countries which do have the 
possibility of minimizing negative effects or disadvantages which may accompany 
i 11-judged transfer of foreign technology. In ot!1er words, the countries at an 
intermediate stage of development are aware that the transfer of technology is only 
a part, albeit a very important one, which has to be adequately dealt with in the 
context of an overall policy for technology. 

If one considers and analyses the phenomenon of transfer of technology on a 
world scale over a long period of time, one discovers coincident events which may 
be interpreted as a logical process tending to repeat itself in a cyclical fashion, 
at a number of levels. It would not be over-bold to postulate a theory of the 
transfer of technology involving four fundamental stages. 
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These stages might be: 

(i) Demand for technology. The pr1me objective is to obtain foreign 
technology regardless, to some extent, of terms. 

( ii) 1s an infrastructure of scientific and technical capacity, 
manufacturing activity and a m1n1mum level of consumption, the objective 1s to 
improve th€ manner and conditions in which the technology is transferred. 
Restrictive or unfair terms are made difficult or suppressed. This could be called 
the stage of "Registers" of contracts for transfer of tecnnology. 

When there 

(iii) When the above objective has been wholly or largely achieved, the next 
objective sought is the stimulation of research and development and the 
assimilation of the technology acquired. 'Th.e supervision and control of contracts 
becomes discri~inating, making transfer of technology subject to assimilation 
programmes and the technological development of the environment of the receiving 
enterprise. 

(iv) The final stage of thP cycle would he the liberalizing of the transfer of 
technology which, for practical reasons, has improved ir. relevance and adaptation, 
:is well :is in regard to contractual cnnditions. Nevertheless, it seems that this 
liberalizing of the traditional begins with a reduction of controls to a few cases 
of serious abuses. 

At the same time, governments ex?erience difficulty 
certain technologies and involv~ themselves actively 
"advanced'' technologies, granting incentives and al lowing 
conditions which were previously considered unfair. 

in obtaining access to 
in seeking to obtain 
certain restrictions or 

Thus it seems that one eye le ends and a new eye le begins, but on a new 
technological level. 

i.t i.: rlear that the stages are not sharply divided, and tt1.Jt tne evolution 
from stage to stage is a continuous process. 

A study of the pheno~2nnn of the transfer of technology world wide shows that 
each country adopts different measures in the various stages described, according 
to criteria appropriate to its situation and its needs at the time. There are 
countries which might appear to have rushed to set up controls while others give 
the imoression of delaying their intervention. However, an outside observer cannot 
judge the decisions of governments since they are not privy to all the t .:al factors 
in each nf the countri1>s, whose governments 11ndoubtedly know what is appropriate 
for them and the most fitting moment to intervene or liberalize. 

Th1> report on thf> exp1>rience in Spain will he set 
suggested by the Secretariat of UNIDO, with four sections: 
opPratrng criteri-1 and follow-11p. 

out along the lines 
leg is lat ion, registry, 

Legislation 

R1>forP 1972 therP was nn sp<>cific legislation on the transfer of technology. 
The legislation, in so far as it rE>ferred to thf' import of foreign technology, c1id 
so within :i mnrP general cirntext or, <J11itP lo~ically, in connection witit the 
subject of forf'ign investment. lt c,)11ld be said that this corresponded to a period 
in which thr prime nbjPctiv1> was tn facilitatP thr rntry of technology in order to 
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permit significant industrial development. A good account of that period of tune 
c.nd the situation in the years i972 and 1973 can be founJ in document TO/li/,u,.11/17, 
"Major issues arising from the transfer of technology: A case study of Spain", 
drafted by Mr. P. O'Brizn for the Secretariat of UN~T:\U with our assistance. 
However, there was control of foreign payments through the Bank of ::>pain I.Spanish 
Foreign Currency Institute), with a cor.sequent control over new contracts to which 
variable criteria were applied, depending on the greater or lesser availability of 
foreign exchange. On an irregular basis, this body consulted the :linistry uf 
Industry, which issued a non-binding report, indicating possible defects or the 
inclusion cf terms which in its judgement were prejudicial to the receiver of 
technology. 

In 1973 Decree 2343/1973 was issued, regulating the transfer of foreign 
technology. Its preamble sets out the objective of acquiring the necessary 
technology for the development process and on terms which lead to the greatest 
profit for the national economy. It establishes a Register at the }1inistry of 
Industry for the compulsory registration of contracts, and entrusts the Ministry, 
in collaboration with other interested ministries, with undertaking the relevant 
measures t0 ensure that the transfer takes place under the most favourable terms. 

Tile procedure for the registration of contracts is set out in an Order of the 
Min is try of Ind11stry of 5 December 1973 which 1 is ts the terms or clauses in 
?rinciple considered unfavourable. It formalizes the control stage with the aim of 
improving the terms of acquisition of foreign technology. It is interesting to 
note the level of co-ordination involved and the participation of tne sectoral 
administration in evaluating the contracts, while at the same time there is a 
centralization of measures and of information which can be used in formulating the 

Government's policies for technology. 

1973 marked the beginning of a seemingly static period, but one in wn1cn, as 
we shall see later, ther~ is a constant evolution through the measures taken by the 
Registry which, under the uecree, has wide powers of evaluation anJ interpretation. 

Tile Order of the }1inistry of Industry dated 30 July 1981 consolidates the 
evolution of the measures taken by the Registry and officially endorses a more 
liberal treatment based on a realistic view of experience acquired; this 
represents a substantial change in the focus of evaluation of contracts. 
Restrictive and unfair clauses continue to be considered undesirable, but attention 
is centred on programmes for the assimilation of foreign technology, and what in 
the third stage of our theoretical scheme we called the raising of the 
technological level in the sector of operation and the supplier and coi\surner 
sectors, which the Order defines as tne 11 enviro11rnent

11
• 

This significant change becomes very important when the Spanish rece1v10g 
enterprise is an associate or affiliate of the transferring foreign enterprise. In 
this case it is possihle to question the existence of a genuine transfer of 
technology, there being simply "use of foreign technology" ln an enterprise 
established in Spain. 

If this interpretation is accepted, the only transfer would be through; 

(a) Persons working ln Spain on programmes of training and technology 

ass imi lat ion. 

{h) Transmission of technology to the "environment", generally composed ot 
smaller national enterprises, very often with low technology levels. 

A few years later, the evolution of tht~ criteria used by Lhe Ke;.;istry was 
legally formalized by the Order of the Ministry of Industry of 22 r'ebruary l98J 
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which provides for automatic registration of "lower value" contracts, going so far 
as to disp !nse with the pro..:edure of examination by the sectoral Directorates­
General of the ~inistry of Industry. This Order is also significant in showing a 
liberalizing position which has no doubt received a certaic impetus from the 
prospect of entry into the European Economic Community (EFC). Recent measures 
taken by thE: Government and deductions from economic policie5 and international 
relations indicate that Spanish legislation will, in the future, formalize tht> 
transition to the fourth phase of the proposed theory. 

With regard to the reasons for the establishment of the Ragister uf Contracts 
and the factors that influenced it, the foregoing explains the circumstances 
preparing the way, but external influences must also be taken ~nto account. Before 
the 1970s, officials of the Ministry of Industry took part in studies on the 
phenomenon of transfer of technology from al 1 angles innust•ial development, 
productivity, inc!ustrial pro:::ierty, research and so on - and particularly througt1 
meetings and prograrranes of OECD, UNCTAD, WIPO, and CEPE. Spain was a member of tt1e 
initial group in UNCTAD to form the Intergovernmental t;roup on the fransfer of 
Technology, which tackled the subject of an International Gode of Conduct. le was 
in Madrid (Alcala de Henares) that a seminal. was held in 1':171. on incentives and 
obstacles to the transmission of technology in member countries of the Ct::Pt::. The 
UNCTAD projects were perhaps those which play·~d the most important role in the 
development of specific legislation for regulating transfer of technology. In the 
same way, the influence of the UNIDO p-r:ogramne for co-ordinating registries of 
contracts played a highly significant role in the development of the Spanish 
Registry, and in the corresponding legislation described in the preceding 
paragraphs. 

The contracts Registry 

The co-ordination and centralization of information on transfer of technology 
was entrusted to a Registry to be set up in a Directorate-General for Industrial 
Promotion and Technologies of the Ministry of Industry established during the most 
recent administrative reorganization. 

The Registry was located in the Section for Transfer of Technology and 
International Technical Relations with legal powers to initiate and undertake 
proceedings acting as a re?resentative of the State Administration. Nevertheless, 
the registrations had the status of administrative resolutions and had to be signed 
by the Director-General. Progressively the other responsibilities of tl1e Section 
were eliminated and finally the administration of the Re5istry was raised to the 
level of "service", with several sections being given wider areas of participation, 
bu.th within the Ministry of Industry and in other ministries concerned with the 
economy. 

The resources provided were initially very meagre but were gradually expanded 
in an attempt to cover needs. The number of technically qualified staff (lawyers, 
engineers and economists) was increased and auxiliary facilities wer~ provided 
including computerization of records. 

Operations began with 2 ,000 contracts already in force which had to be 
revalidated by registration with the Registry. This process was automatic, with 
registrntion being granted for the term approved by the Spanish Foreign Currency 
Institute; in the case of contracts of unlimited duration, the r-:gistration wa<; 
for five years. The complete ;ipproval proce<;s comprises two stages. One is 
evaluation anc! registration of the contract with the Registry. The second is the 
final approv;il of payment, which is the re<;ponsibility of the Department of Trade 
with the co-operation of the Bank of Spain. An inescapable pre-condition for the 
approval nf p;ivmcnt i<; the prior regi~tr;ition of the contract with the Rcgi5try. 
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The evaluation and registration of the contract 
provided by the rece1v1ng enterprise and information 
departments. 

is based 
available 

on information 
in ministerial 

The receiving enterprise submits: 

1. The contract, signed in Spanish; 

2. A memorandum in standardized form; 

3. Other documents legally required under Spanish administrative law. 

The memorandum comprises: 

1. Identification and information on the Spanish enterprise; 

2. Identification and summary information on the foreign enterprise; 

3. Summary of the contract terms; 

4. Description of the technological content; 

5. Anticipated advantages or justification of the acquisition of toreign 
technology; 

6. Magnitudes of forec<>.3ts for product ion, imports, exports and payments 
during the period in which the contract is in force. 

The procedure for processing comprises the following steps: 

1. Opening of a file, legal-administrative review of the documentation 
submitted an<l classification of the contract bv the Registry; 

2. Referral for a report by the conpetent authority, depending on 
subject matter. Th is may be a sec tor a 1 Directorate-General with in 
Ministry of Industry or in another ministry; 

3. Study and report from the Directorate-General or ministry; 

4. Review of the complete procedure by the Contracts Registry; 

the 
the 

5. If the review brings to light deficiencies or unfavou.·able terms in the 
contract or other unjustifiable circumstances, the deficiencies are 
notified to the Spanish enterprise for correction or re-negotiation, if 
it is appropriate. A period of time-limit is allowed; 

6. If no unfavourable aspects are noted in che course of the review, or 
these have been satisfactorily corrected, a positive resolution in favour 
of registration of the contract is prepared; 

7. Once the resolution has been signed, the requesting enterprise and the 
Ministry of Trade are informed, with a copy of the docur.1ent, so that 
payments arising from the contract may be authorized; 

During the 12 years in which the Contracts Registry has been in operation, the 
number of refusals has net exceeded one p~r cent of cases. This is probably 
because :t<lecp1ate changes were introduced in contracts to make them acceptable. The 
percentage of objections to authorization of payment is much less - generally in 
connection with financial conditions analysed by the Department of Trade (exchange 
risk insurance, conceale<l credits, etc.). 
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The final phase of approval is, therefore, authorization of foreign payments. 
The above shows the practical importance of the work of t!1e Re5istry, providing a 
stimulus to the illlprovement of terms of acquisition and support for the negotiating 
cap.:tcity of Spanish enterprises in the difficult and ill-regul:it~d technology 
market. 

Operating criteria 

Be::ause of our inexperience in controlling the trans fer of technology in a 
regulated, systematic way, our list of objections (unfavourable terms) included an 
exhaustive catalogue of unfavourable conditions which have been considered in 
international forums. [n the beginning, the Registry was confronted with several 
rlilemm'ts: for example, whether to strictly apply the conditions provided in the 
law 1>r to take advantage of the broad interpretative and discretionary powers which 
the law offered, in order to achieve the same goal over a period of time, 
convi,1c;,.,e 'loch parties; the supplier and the recipient of technology. As was to 
he exne::ted, the enterprises re:1cted initially with antagonism, clai'lli:-ig th1t the 
process involve<l "more controls" and "more red tape". These were very delicate 
months, in view of the significant administrative delays that we caused. Public 
op1n1on was receptive, apart from the scepticism always aroused by State 
interventions. 

The problems were overcome by usrng the following two simultant!Ous approaches: 

( i) Respecting the auth•>rizations or approvals already granted by the Spanish 
Foreign Exchange Currency Institute for up to five years from their appearance in 
the R1~gistry. 

(ii) Trying to convince everyone involved that the Registry's main function 
was to bolster the negotiating capacity of the weaker encerprises vis-a-vis 
suppliers of technology always in a stronger negotiating position. 

The liberal attitude represented by the first approach and the proverbial 
patience of citizens with their government administration did tne rest. This 
liberal philosophy has dominated the Registry's 0perations, however, and the 
benefit of the douht h<'\s usually been granteJ to the extent possible, with th.~ laws 
req111r1ng that contracts he reviewed after a maximum period of five years. T'1e 
contracts are reviewed at the time of the renewal of registration. A realistic 
outlook and the responsibility of promoting the acquisition of appro?riate foreign 
technologv havf' combined to lead the Registry to accept conditions which, although 
somewhat unf.'lvourahle, were in a way necessary to defend the just interests of the 
entPrprises transferring the technology. Some new contracts, on the other hand, 
hav!' heen .~valuated with a very strict scrutiny of the circumstances, the 
technology it:sf'lf :1n.l the contractual conditions. 

It sho11~<l hP kept in mind that contracts and their circumstanc<>s are always 
diff,.r••nt, althour,h th<'y may he placed 1n groups or categori1!s in an effort to 
apply homogP.no11.'l crit,~ria. 

Such grnupinr,s may he haserl on: 

1. The links hi> tween the con': rac ting entr>rprises; parent-affiliate 
re lat ion:;; 

2. E.1rli1!r or future relations betwe,~n tile two parties, even lL nut 
involving capital; 
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3. The principal type of service or advantage extended: licenses for the 
use of patents, licensing of t~e use of non-patented knowledge, licensing 
or cessasion of the use of trade marks, technical assistance, engineering 
services, etc.; 

4. The technology itself, difficulties in acquiring it; 
otherwise of traditional technologies; 

5. Other factors. 

desirability or 

For simplicity's sake, four groups of contracts have been identified: 

1. Contracts between linked enterprises; 

2. Contracts between independent enterprises; 
groups; 

and within each or thes~ 

3. Contracts for licensing, 
assistance; 

even though they may include tech~ical 

4. Contracts for ?articular technological services. 

Since parent-affiliate contracts may 
improper clauses, attention has to be given 
effects on the ~ountry's econ?mic sector. 

be completely free of limi~ing or 
to payments, the balance of trade and 

Contracts for technical services have an effect limited to the period during 
which these services are being provided; they are ~f little importance afterwards, 
with some exceptions. 

Licensing contracts are the most difficult to evaluate properly because of the 
wide variety of benefits or"disadvantages to which they can give rise. 

The criteri<> nave evolved over time. Legislation has not so much brought 
about changes in the criteria as it has adapted itself to the new criteria found 
desirable, so as legally to permit their application. 

We began to operate in a discri..minating manner, devoting more attention to 
major contracts involving large payments a:ld less attention to smaller contracts, 
with the exception of cases in whic'1 the Spanish enterprise clearly seemed to need 
strong support in negotiation or r'!negotiation. One important development was che 
transfer of the "focal point" from the contract to the receiving enterprise. :-.n 
attempt was made to evaluate the ent~rprise's performance in technological aspect: 
R&D technological dependence, trade balance, etc •••• The result of this change of 
focus was the Order of 30 June 1981 which the change 1n ·riteria. Another 
significant development was the gener:-1 liberalizing trend wh1ch coincided with 
overtures aimed at joining the EEC, and which was clearly enunciated in the Order 
of 22 February 1985, although this Order had been prepared several years before and 
fell somewhat short of the liberalization which would have seemed desirable. 

The Registry actually operates more liberally, in respect of the great 
m.:ijority of contracts, than the legal text provides. Results and conclusions 
arrived at through si~cere efforts at evaluation are difficult to quantify. Here 
again we see that the transfer of technology is an impJrtant component of 
development but not the first or the second factor. Others are more important. 
Anrl there is a risk of counting as positive or negative results of policies due 
primarily to other factors: political, economic and social. 



- 25 -

To begin with, we can observe that the overal 1 results of Spanish policy 
applied through the Registry have been positive: 

The flow of foreign technology has not only not diminished, it has 
increased. 

Spanish R&D 
balance of 
30 ~er ~ent. 

and assimilation plans have had an impact on the technology 
payments, 1n which exports provide a coverage of near 

Contracts currently being submitted are 
conditions, a fact which also attests to 
of Spanish enterprises. 

relatively free of unfavourable 
the improved negotiating capacity 

We !'l"te that imports of modern and new technologies are proportionally 
higher. 

There is no doubt that significant savings have been made in the cost of 
technology and the associated imports, but in al~ honesty it is impossible 
to quantify these savings. 

A further and very important result, although its advantages may to some 
extent be offset bv some latest disadvantages, is that a very large proportion of 
Spain's mam1factur~d exports are produced with the help of imported technology -
either technology which has been acquired previousl; and assimilated or the 
technology coming into the country each year under contracts in force. 

Follow-up of conrracts 

When the Spanish Registry was set up the original intention was to have a 
systematic fol low-up of contracts. Subsequent experience showed that it would be 
advisable to limit the follow-up to a certain proportion of contracts which could 
be cons:dered particularly important. 

In fact, "follow-up", like "co-ordination", is something which everyone talks 
about but which is very difficult to carry out. Twelve years' experience makes us 
sceptical of claims of follow-up of all or even a substantial proportion of 
technology contracts. It is rather different when the aim is limited to a small 
number of cases or enterprises or to what might be called strategic contracts. 

The w:ty ir. which the Registry operates in Spain and the five-year limit on the 
validity of the registration er.::irle long-term contracts to be reviewed at each 
renewal or extension of registration, thus providing some follow-up of contracts 
and of the enterprises which import foreign technology. from this viewpoint 
follow-up has valuable and tangible results since the review f!!ay lead to further 
improvements in long-term contracts, besides 1n ~any cases bringing about a 
reduction in the contractual price or royalty. 

Possible future ideas 

In Spain and some other countries at an intermediate stc.ge of development, 
facts are emerging which clearly indicate that th~ theory stated in the 
introduction of this report will be confirmed; liberalizing criteria are likely to 
be applied more frequently and new objectives are likely to change the Registry so 
that its main function will be not to act as an intervention instrument but provide 
advice based on all the accumulated information and experience, such as advice on 
locating sources of technology, advice on national industry and development 
act1v1ties and advice or information to the Government on scientific and 
technological policies. 
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In connection with the foregoing article on 
regulating technology transfer, we are reprinti~g as a 
of the 1984 annual :-eport for the Spanish Ministry 
respect of transfer of technology. 

MINISTRY OF INDUSTRY AND ENERGY 
Directorate-General for Industrial 

and Technological Innovation 

ANNUAL REPORT FOR 1984 

1. Transfer of technology 

the Spanish experience ln 
further illustration a part 
of industry and Energy in 

1.1 'llte technological balance and its evolution in recent years 

The balance of payments for technology (technical assistance and royalties) 
for the year 1984, accor .• ng to information from the Bank of Spain ca~h account 
(parts 01. 00 and 01. 04) ... 10wed a marked improvement in the cover ratio compared 
with the two preceding years. This resulted from a pos1t1ve movement in the 
country of the tw0 components of the balance, reduction in imports by four points 
and an increase in exports by 13 points. Nevertheless there continues to be a 
large deficit as can be seen from the following figures: 

Payments 
Income 
Balance 

84,742 million pesetas 
20,780 million pesetas 
63,962 million pesetas 

The evolution of the technological balance u1 recent years lS snown ln the 
following tab le: 

Payments Income Income/ 
(millions of (millions of payments 

Year pesetas) pesetas) % 

1979 34,704 7,642 22.0 
1980 44,393 10. 873 24.5 
1981 52,382 16, 698 31. 9 
1982 78,984 15, 707 19.9 
1983 88,338 18,691 21. 1 
1984 84, 742 20, 780 24.5 

1.2 Hove~ents in the Registry of technology transfer contracts in 1984 

1.2.1 Number of contracts and classification 

During the year 1984, 776 contracts were entered in cne Registry of Contracts, 
established by decree 2343/73 of 21 September 1973 to regulate the acquisition of 
foreign technology. These contracts are classified as follows: 

Licence contracts (including some 
complementary technical assistance) 

New agreements 
Extensions and amendments to existing contracts 

3:l l 
122 

Technical assistance contracts (including 
plar.t, process and product engineering) 

New agreements 
Amendment~ to existing contracts 

3l)t> 

17 
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1.2.2 Payment forecasts 

Contracts so registered, according to forecasts by the receiving enterprises, 
will give rise to payment li:1bilities und~r all headings during the registration 
period of 56,233 raillion pe~et ~s, distributed as follows: 

Licence contracts, mainly for periods of 
five years (millions 'f pesetas) 

New contracts 
Extensions and amerdments 

Contracts for technic<! 1 assistance and 
technological service~, one-time payments, 
although these may be made in several instalments 
(millions of peseta~) 

New contracts 
Amendments 

20,964 
9,78b 

22,270 
3,213 

J0,750 

25,483 

The distribution over time of these payments, according to forecasts of the 
implementation of t~e contracts, is as follows: 

Year 

1984 
1985 
1986 
1987 
1988 

Millions of pesetas 

26,186 
ll, 263 

6, 843 
6, 146 
5 ! 795 

56, 233 

1.2.3 Sales, exports and imports associated with the registered contracts 

Other statistics related to the above forecasti>, such as sales and trade 
balance, estimated for the total period of registration of the licence contracts, 
are the following: 

Total sales 
Exports 
Imports 
Favourable balance 

Millions of pesetas 

1J965, 888 
46l,178 
239, 765 
Z22,41J 

Of the forecasc imports of 239, 765 million, 25,671 million pesetas relate to 
inputs supplied by enterpriseE transferring technology. 

1.2.4 Related industrial investment 

Industrial investment related 
644,720 million pesetas. 

1.2.5 Sectoral distribution 

to the registered contracts amounts to 

The following tahle shows contracts registered in 1984 classified by sectors 
of production, w~th analysis 0f payments and number of contracts under the headings 
licences and technical assistance. 



YEAR 1984 
CLASSIFICATION BY ECONOMIC SECTORS 

(Forecast payments in millions of pesetas) 

Licences Technical assistance Total 
Number of Contract Number of Contract Number of Contract 

Sectors contracts 
., pay-nents % contr3cts % payments :4 contracts :4 payments % ... 

-
0. AGRICULTURE 33 7.45 77 0.25 13 3.90 52 U.20 4o 5.93 12~ u. :'.3 

1. MINING & 

QUARRYING 5 1.13 97 o. 31 10 3.00 48 o. 1\1 l5 l. \13 J.45 (J • ;'.o 

2. FOOD 
MANUFACTURING 20 4. 51 3,546 11. 53 \I 2.71 477 J.. ~7 '1.\1 J.74 4,023 7 ••. o 

3. TEXTILE/ 
LEATHER 25 5.64 1,464 4.76 9 2. 71 63 0.25 34 4. 31:1 1,527 2.n. 

4. PAPER & PAPER 
PRODUCTS 6 1.35 825 2.08 3 0.90 18 0.07 \I 1.16 843 1. :iu 

5. CHEMICALS 1)8 15.35 6,730 21. 89 30 9.01 752 2.95 ':18 12.63 7 ,482 13. :12 
6. NON-METALLIC 

MINERALS 14 3.16 743 2.42 10 3.00 253 0.99 24 3.09 996 1.77 
7. METALLIC 

MINERALS 6 1.35 1,502 4.88 35 10.51 1, '•45 5.67 41 5.28 2, 94 7 5.25 
f\) 

CX> 

8. MECHANICAL 
ENGINEERING 89 20.09 4,616 15.01 24 7. 21 912 3.58 113 14.56 5,528 9.84 

9. ELECTRICAL 
ENGINEERING 37 8.35 3,376 10.98 16 4.80 1, 436 5. 64 53 6.83 4, 812 8. 56 

10. MOTOR TRANSPORT 70 15.80 4,807 15.63 32 9.61 11,699 45. 91 102 13.16 16, 506 29.35 
11. OTHER 

MANUFACTURING 
INDUSTRIE:i 28 6.33 965 3.15 4 l. 20 100 0.39 32 4 .13 1,065 1. 90 

12. ENERGY/WATER 1 0. 23 5 0.02 Bl 24.32 5,427 21.30 82 10.57 5, 432 9.66 
13. CONSTRUCTION 4 0.91 31 0.10 5 1. 50 113 0.44 ':I l. 16 144 0.26 
14. SERVICES 37 8.35 1,966 6.39 52 15.62 2,088 10.55 8\1 11. 4 7 4,6)4 8.28 

TOTAL 443 100 30, 750 100 333 100 25,483 100 770 lUO 5o,23::i liJU 
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From an analysis of the above table, it can be inferred that the sectors witn 
the greatest liability for technology transfer payments, tnat is tnose wnicn 
exhibit greater technoiogical dependence on foreign countries, are motor transport, 
chemicals and mechanical engineering. Those requiring less foreign technological 
support are the sectors of agriculture, mining and quarrying. 

An analysis differentiating payments due to licence contracts and those due to 
the provision of technical assistance shows that a large proportion of the payments 
comes under technical assistance (45.32 per cent). However, it should be noted 
that these figures are distorted oy the fact that certain payments between 
subsidiary and parent, treated as contributions to general technological 
development expenses and more appropriately considered as coming urder the licence 
headin~. are included as services. 

For licence contracts in the transport, chemicals and mechanical engineering 
sectors together with the food manufacturing sector, the total liability for 
rayrnents is 65 per cent of the total for all sectors. With regard to payments 
arising from technical assistance contracts, it wi 11 be seen that the transport 
sector, with almost 50 per cent of the payments, 1s the one which stands out 
clearly from the rest. 

l.2.6 Territorial distribution 

The table on the following page shows the territorial classification of 
contracts registered 1n 1984 analysed by countries supplying technology, and 
separating payment liabilities and number of cont races under the headings of 
licences and technical assistance. 

The territorial distribution of payments liabilities arising from purcnase of 
technology is mainly centred on the United States of America (46 per cent of the 
total) and the countries of the EEC (38 per cent) which make up thL main group of 
our suppliers of technology together with Japan (7 per cent) and ~witzerland 
(5 per cent). 



YEAR 1984 
CLASSIFICATION BY COUNTRIES 

(Payments forecast in millions of pesetas) 

Licences Tecnn1cal assistance 'L'otal 
Number of t:ontrac t Number of Contract Number ot (.;ontrac t 

Countries contracts % payments x contracts A: payments % contracts A: payments :4 

Federal Republic 
of Germany 98 22.12 4,052 13.18 87 26.13 4,853 19.04 185 23.84 8,905 15.84 
France 103 23.25 3,970 12.91 40 12.01 1,258 4.94 143 18.43 5,228 9.30 
Italy 30 6. 77 595 l. 93 21 6.31 595 2.33 51 6.57 1,190 2.12 
Netherlands 8 1. 81 1,484 4.83 11 3.30 366 1.44 19 2.45 1,850 3.29 
Great Britain 35 7.90 1,988 6.1. 7 39 11. 71 1,412 5. 54 74 9.54 3,400 6.05 
Other EEC 9 2.03 476 l. 55 20 6.01 410 1. 61 20 3.74 886 l. 58 

TOTAL EEC 283 63.88 12,565 40.87 218 65.47 8, 894 34.90 501 64.57 21,459 38.18 

Sweden 8 1. 81 249 0.81 1 0.30 144 0.57 9 1.16 393 0.70 
Norway 2 0.45 145 0.47 l 0.30 13 0.05 3 0.39 158 0.28 
Switzerland 33 7 .45 2,277 7 .40 25 7.51 772 3.03 58 7. !. 7 3,049 5.41 w 

0 
Austria l 0.23 2S 0.08 1 0.30 10 0.04 2 0.26 35 0.06 
Other European 11 2.48 75t> 2.46 5 1. 30 52 0.20 16 2.0b 808 l.44 
(Non EEC) 

TOTAL NON EEC 55 12 .42 3,452 11. 22 33 9.91 94J l 3.89 88 ll.34 4,443 7. 81;1 

U.S.A. 77 17.38 11,627 37.81 bO ld. 02 !4, 34:.I. :>b.28 l37 17.65 25,%'::1 4o. ltj 
Japan 19 4.29 'J,708 8.81 13 3.90 l,U79 4. 23 32 4. l:l 3, 787 o. 7J 
Canada 3 J.b8 lb 0.05 7 2.10 lU:> U.4:.1. lU l. :.l.'::I :i. 2.1. o. :.u 
Other countries 6 l.35 382 1.24 2 o.oo 72 o. 28 8 l.03 4:>4 U,tjU 

TOTAL REST 
OF WORLD 105 21. 70 14,733 47.91 82 24. 62 15,598 61. 21 187 24.0IJ 30,331 53.'JJ 

WORLD TOTAL 443 100 30,750 100 333 100 2S,483 100 77b 100 56, 233 100 
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LETTERS TO THE EDITOR 

Sir, 

With respect to the guiae on guarantee and warranty provisions in technology 
transfer transactions, I was pleased to have the opportunity to read the section on 
correctness and completeness of the technology. 

(I) Purpose and function 

The objective of transfer of technology in your view necessarily implies the 
full and correct communication of the technology to the recipient. 

The implementation of such objective requires parties to identify their 
respective capabilities; the level of development of the recipient (technically, 
organizational, management) influences the contents and interpretation of the word 
"complete", and the definition of complete necessarily depends on the purpose of an 
actual transfer. 

The actual and practical situation in transfer of technology snows a broad 
variety of bridging the "gap" identified. Contractors with experience in 
translating technology into processing steel sc:ructures, develop and elaborate on 
basic process engineering designs, knowledgeable consultants with similar 
experience oversee contractors' activities, and recipients themselves try to 
develop themselves towards such experience. 

In my experience a technology under transfer should not leave undefined and 
open-ended obligations; parties in technology transactions need clearly defi.1ed 
limits to their responsibilities that indicate where the other party's 
responsibility starts. Such other party should know or be advised as to where its 
capabilities fall short and it is in need of assistance from third partie~. 

(!I) Present legal situation and contractual practice 

The Yugoslavian act in article 24 relates the completeness of the technology 
to the contractual objectives. In the definition thereof the answer is to be found 
whether or not the aim of completeness is attained. The Federal Committee (see 
article 33 and further) requires proof of justification for concluding the contract 
and on the ability of the organization of associated labour to fulfill the 
obligations undertaken by it. It just shows that Yugoslavia requires their own 
nationals to have the ability to receive the technology contracted. Thereby the 
completeness of technology is identified. 

The cited Brazilian Ato Normac:ivo 15 has recently been followed by 
ones, subjecting all requiremenr:s for foreign technical assistance to 
search into Brazilian engine-:cing capabilities; if these are present, 
technical assistance will be approved (recorded) (Ato Normativo 6Ll, 
The completeness consequently is relat€.d to tile prevailing Brazilian 
standard (article 7). 

UNI DO 

subsequent 
a previous 
no foreign 

article 1.). 

eng1neer1ng 

In meetings with respect to the fertilizer industry the presence of an 
experienced contractor was seen as an essential re~uirement for the benefit of all 
concerned and for the purpose of detailed engineering, erection and operation of 
the (fertilizer) ?lant. The completeness is related to (cap)ability of the 
experienced contractor (33 of UNIDO PC.73 and also the proposed guidelines on 1.6 
(pages 15 and 19)). 
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The para'!leter of "comprehensibility for a 
pcesumes and presupposes a certain level, that at 
to the completeness. 

(C) Problems and solutions 

qualified person in the ield" 
the same time provides tne limits 

The problem necessarily is rotating around the parties' respective levels ot 
(cap)abilities. Once they have identified these (see the Brazilian and Yugoslavian 
requirements), the problem is defined and the solution for failing abilities has to 
be found by e.g. introducing third party consultants, training or otherwise. 

Disclosure of know-why could be creating more problems than it solves, since 
know-why does not give the clue to practical operation or application of technology 
and may even require a more elevated level on the part of the rec1p1ent; 
open-ended obligations are dangerous to all parties concerned, since the licensor 
might be obliged to supply documentation that may be irrelevant for the purpose of 
an actual transfer or is not intended to be transferred for a particular purpose at 
all, givin~ the licensee the impression that his problems are solved when they are 
not even identified. 

The revised wording of the fertilizer licensing guide on the subject of 

disclosure reads 

3.3 Supply of Technical Documentation and related Services 

The LICENSOR shall supply to the LICENSiE sufficient technical information and 
Know-How related to the Process to enable the LICl'.:NSEE to undertake, through his 
Contractor, the detailed engineering of the Plant, to construct the Plant, to 
corranission the Plant and to operate the Plant. The documentation to be supplied 

for this purpose shall include 

(a) the Process Engineering Design Package described in Annexure VlII, and 

(b) t~e other technical information, data and drawings listed in Annexure VI. 

unquote 
(UNIOO PC/73 presently under revision) 

Quality and content of documents 

The <lata on which a licensor has to base its technology for a certain purpose 
or application normally are to be supplied by the prospective licensee or his 

consultant. 

The responsibility to provide these data should clearly be i<lentified. 

Other parties 

In the petrochemical area, the identity of the party actually working with the 
technical data is mainly known and his abilities may then be used as a parameter 
for "completeness". There shoul,i be no actual need or intention to make documents 
comprehensible for any third party that may or may not be involved. This may be 
far beyond the purpose of a specific project agreement. 

I hope my comments will co11tribute to a well-balanced and useful "t;ui.de". 

Yours sincerely, 

Th.C.M. van Kampen 



Date 

18-21 Nov. 

18-22 Nov. 

18-22 Nov. 

18-22 Nov. 

20-22 Nov. 

25-28 Nov. 

2 5-29 Nov. 

2 5-29 Nov. 

26-28 Nov. 

2-4 Dec. 

2-6 Dec. 

2-6 Dec. 

5-8 Dec. 
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MEETINGS 

Tit le 

Investment Promotion Meeting for Ecuador 

International Conference on ~an-Made Fibres 

Round-table Discussions on the Development 
of Phosphates and the Phosphates Fertilizer 
Industry in Developing Countries 

High-level Intergovernmental ~eeting on 
Co-operation among Developing Countries in 
the Field of Agro-Industry Development 

Eighth Session of the UNIDO Leather and 
Leather Products Industry Panel 

Expert Group Meeting on Multi-national 
production Enterprises in Developing 
Countries 

Technical Workshop o~ Waste Paper 
Utilization in Pulp and Paper Making 

Fujian Investment Promotion Meeting 

Preparatory Committee on the Establishment 
of an International Centre for Genetic 
Engineering and Biotechnology, Seventh 
Session 

Expert Group ~eeting on the Preparation of 
Guidelines for the Establishment of Mini 
Plants on Iron and Steel with Special 
Emphasis on Africa 

Third Consultation on the Petrochemicals 
Industry 

Follow-up subregional meetir.g for West 
Africa for the adjustment of the initial 
integrated industrial promotion programme 
at the subregional level 

Industrial Forum for Central Africa 

Place 

Quito 
t:cuador 

Beijing 
~hina 

~afsa 

Tunisia 

Brasilia 
Brazil 

Vienna, VIC 
Con f. Rm. VII 

Vienna, VIC 
Conf.Rrn. VII 

Bangkok 
Thai land 

Xiamen 
China 

Havana 
Cuba 

Vienna, VIC 
Conf. tlrn. VIL 

Vienna, VIC 
Boardroom 
Conf.Rms. I/II 

Lome 
Togo 

Libreville 
Gabon 



Date 

7-11 Dec. 

9-13 Dec. 

9-13 Dec. 

9-14 Dec. 

9-14 Dec. 

9-20 Jee. 

16-'_0 Dec. 

17-18 Dec. 

6-17 Jan. 

11-14 Jan. 

13-16 Jan. 

14-16 Jan. 

21-24 J.1n. 
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Title 

Solidarity Meeting of ~inisters of Industry 
for Co-operation in the Industrial Develop­
ment of the People's Democratic Republic of 
Yemen 

Second Regional Consultation on Harmonization 
of Pesticide Registration Requirements 

Expert Group Meeting o~ the Appraisal and 
Identification of Sectoral Development and 
Strategies in the Fisheries Industries 

Meeting of the Working Group on Training in 
Agro-machinery Multipurpose Plants 

Expert Gruup Meeting on Small-scale Boat 
Building and Boat Repair for East African 
Developing Countries 

UNCifRAL - Working Group on International 
Negotiable InstrumP.nts, fourteenth session 
(UN Meeting) 

Follow-up subregional meeting for Central 
Africa for the adjustment of the initial 
inte~rateci industrial promotion programme 

_at the subregional level 

Joint l'NIDO/OECD Development Centre/World 
Bank - IFC Meeting on the Mobilization of 
domestic financial resources 

1986 

UNCITRAL - Working Group on International 
Contract Practices, 9th session 
(UN Meeting) 

Investment Promoti0n Meeting for Bangladesh 
(II) 

Interregional Expert Group Meeting for 
preparation of the Second Consultation on 
Training of industrial Manpower 

Joint UNIDO/WHO/UNEP Working Group on Safety 
Guidelines for the Use of Recombinant DNA 

Technology in Bioscience Industry 

Meeting of African intergovernmental 
organizations to agree on a cormnon 
approach to the promotion of subregional 
industrial co-operation and the IDDA 

Place 

Aden 
People's Dem. Rep. 
of Yemen 

Seoul 
Rep. of Korea 

Vienna, VIC 
A7 

Rosario 
Argentina 

Port Louis 
Mauritius 

Vienna, VlC 
Conf.Rm. Ill 

Bujufllbura 
Burundi 

Vienna, VIC 
Conf. Rm. VII 

New York 
USA 

Dacca 
Bangladesh 

Par is 
France 

Vienna, Vi( 

Yaound(> 
Cameroon 



Date 

January 
(3 days) 

4-7 Feb. 

17-2~ Feb. 

18 Feb. -
21 March 

24 Feb. 
7 :-larch 

February 

February 

February 

February 
(1 week) 

3-7 March 

10-14 March 

'f arch 

March 

March 
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Title 

ECWA/UNIDO/l>IELI/CEN Wor~shop on "Re:.gional 
Silicon Foundry and Design Centres" 

Eighth Conference of African Ministers of 
Industry 

Afro-Asian industrial co-operation meeting 
within the framework of the IODA 

United Nations Conference on the Law of 
Treaties between States and International 
Organizations or between International 
Organizations 
(UN Meet inl!;) 

UNCITRAL - '.forking Group on International 
Negotiable Instruments, 15th session 
(UN ~eeting) 

Expert Group Meeting on Non-ferrous :-tetals -
Aluminium 

Regional Workshop on the application of 
UNIDO Model Forms of Contract for the 
construction of a fertilizer plant 

Work£hop on CORIS implementation 

Meeting of Consultative Group on Information 
Technolo~y for Development (COGIT) 

ICGEB - Workshop on Biotechnology and 
Industrial Commo<lit i.es 

Fo11r::11 meeting 0 f the Ad Hoc P:rne l on 
Contractual :\rr;in;-;ements - Ph.1r11.1ce11t ical 
Industry 

'feeting of sessional chairmen of the 
Pro~ralTITle Committee of the Eighth 
Internation:il C0nference of Input-Output 
Techn i'lue s 

Regional Meeting on the Leather and Leather 
Products In<lustry in Africa 

Regional Preparatory MeetinR 0n the 
Fisheries ln<lustry in Laci~ America 

National Seminar on TechnolOKY Transfer 

Place 

Sidi Bel Abbas 
Algeria 

Yaounde 
Cameroon 

New Delhi 
India 

Vienna 
Hofburg 

New York 
USA 

Georgetown 
Guyana 

Lahore 
Pakistan 

Milan 
l taly 

New Delhi 
India 

Trieste 
Italy 

Vienna, VIC 
Con f. Rms. VI I 
C0713/l 5 

Vienna, VIC 

Alexandria 
i::gypt 

Lima 
Peru 
(tentative) 

Antananarivo 
1-tadagascar 



Date 

22-25 April 

April 
(tentative) 

5-16 May 

!'1ay 

'."lay 

9-13 June 

16 June -
ll July 

June 

June 

June 

June 

28 July -
6 August 

July 

July 

22-26 Sep. 

September 
(l week) 
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Title 

Solidarity Ministerial Meeting for the 
Co-operation in the Industrial Development 
of the Republic of Mali 

Pl.ace 

Bamako 
Mali 

Investment Promotion Meeting for Indonesia Jakarta 
Indonesia 

First Workshop for tleads of INTIB focal Warsaw 
p0ints on utilization of personal computers Poland 
for L~TIB networking 

Regional Preparatory Meeting on the Fisheries to be 
Industry in Africa determined 

Latin America/Arab Regional Co-operation to be determined 
Seminar (Arab country) 

Fourth Consultation on the Iron and Steel 
Industry 

United Nations Commission on Inte<national 
Trade Law, 19th session 
(UN Meeting) 

Investment Promotion ~eeti~g for Seven 
Indian Ocean Island Countries 

Investment Promotion Meeting for Thailand 

Workshop on Quality Control of Pesticides 

Workshop on in~ustrial financing activities 
of Islamic banking 

Eighth international Conference of lnput­
Output Techniques 

Regional Preparatory Meeting on the 
Fisheries Industry in Asia 

Expert Group Meeting on Marine Industrial 
Technolo~ies 

Third Consultation on the Agricultural 
Machinery I.1dustry 

Negotiation Meeting on Plant-Level 
Co-operation between Small and Medium 
Seal~ Enterprises 

Vienna, VIC 
Boardroom 
Conf.Rms.I, II 

New York 
USA 

Mauritit...: 

Bangkok 
Thai land 

Philippines 

Vienna, Vi~ 

Sapporo 
Japan 

to be determined 

to he determined 

Yugoslavia 

The Hague 
Netherlands 



Date Title 

October 

October 

24-28 Nov. 

November 

December 
(first week) 

December 
(tentative) 

PUBLICATIONS 

1. PI/95 

- 37 -

Place 

Investment Promotion ~eeting for Egypt 
Egypt 

Global Preparatory Meeting for the First 
Consultation on the Fisheries Ind~stry 
(tentative) 

Second Advisory Gro~p Meeting of INTIB 
Users 

Meeting of tleads of Transfer of Technology 
Registries 

Investment Promotion ~eeting for West Africa 

Investors' Forum for Malaysia 

Cairo 

Havana 
Cuba 

Seoul 
Rep. of Korea 

Warsaw 
Poland 

L>akar 
Senegal 

Kuala Lumpur 
Malaysia 

Investment promotion information system (IMPRIS) 

Re ional Meetin for the Initiation of a Re ional Network for 
Microelectronics in the ECLAC Region REMLAC 

2. 

3. 

4. 

5. 

6. 

ID/WG.440/12 

ln/WG.440/6/ 
Add.l 

In/WG.440/11 

Caracas, Venezuela, 3-7 June 1985 

Report 

Report on the UNIDO missi~n preparatory to the establishment of 
a regional system for micro~lectronics in Latin America. Annexes 

Approach to regional microelectronics co-operation programme 

Expert Group Meeting on Guidelines for the Import, Assembly 
and Manufacture 0f Agricultural Machinery and Training 

Vienna, Austria, 9-13 September 1985 

ID/WG.443/ 1 

ID/WG.44 3/ 2 

Guidelines to international 
assembly and manufacture of 
parts therefor 

Comparison of sample clauses 
management of a factory for 
agricultural machinery and 
assistance ancillary thereto 

contracts for the acquisition, 
agricultural machinery and spare 

for contracts for the initial 
the assembly or manufacture of 

the rendering of technical 

7. In/WG.443/2/ Comparison of sample claLJses for contracts for the supply of 

8. 

Corr.l spare parts for agricultural machinery. Corrigendum 

ID/Wl..443/3 Comparison of sample c la11ses for contracts for the supply of 
spare parts for agricultural machinery 



9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

1 7. 

18. 

19. 

20. 

21. 

22. 

23. 

ID/WG.443/ 3/ 
Corr.l 

ID/WG.443/4 

ID/WG.443/4/ 
Corr.l 

ID/WG.443/5 

ID/WG.443/ 5/ 
Corr.l 

ID/312 

ID/312/ Abstract 

ID/337 
Information 
( UNIDO/LIB/ 
SER.B/58) 

ID/338 
ID/WG.442/5) 

ID/SER.M/14 
(85.II.B.3) 

ID/SER.M/14/ 
Ah st rac t 

ID/SER.N/3 

10/Sr:R. N/3/ 
Ahstract 

ID/289 

10/ 289 
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Comparison of sample clauses for contracts for the initial 
management of a factory for the assemh ly or manufacture of 
agricultural machinery and the rendering of technical 
assistance ancillary thereto. Corrigendum 

Comparison of sample clauses for contracts for the supply 
and installation of production equipment for the assembly 
and manufacture of agricultural machinery 

Comparison of sample clauses for contracts for the supply and 
installation of production equipment for the assembly and 
manufacture of agricultural machinery. Corrigendum 

Comparison ·of sample clauses for contracts for the transfer 
of know-how, grant of patent/trademark licenses, assignment 
of technical information and the rendering of technical 
services ancillary thereto for the manufacture rif 
agricultural machinery 

Comparison of sample clauses for contracts for the transfer 
of know-hew, grant of patent/trademark licen·.~c, assignment 
of technical information and the rendering of technical 
services ancillary thereto for the manufacture of 
agricul~ural machinery. Corrigendum 

Development and Transfer of Technology Series No. 19 
Technological perspectives in the machine-tool industry and 
their implications for developing countries (ISSN U25U-8UlX) 

Abstract 

Industrial Development Abstract. U~IDU Iadustrial 
Syst~m llNDIS) 14201-14500 (ISSN 0378-2654) 

Second Consultation on the Capital Goods Industry with 
special emphasis on energy-related technology and equipment. 
Stockholm, Sweden, 10-14 June 1985 Report 

Industry a~d Development No. 14 
(ISBN 92-1-106202-0) (ISSN 0250-7935) 

Abstrar:t 

Small Hydropower Series No. 3. Chinese experiences in 
mini-nydropower generation (ISSN 0256-727X) 

Abstract 

Development and transfer of technology 
Technology exports from developing countries 
and Portugal (ISSN 02)2-3531) (French) 

Development and transfer of technology 
fechnology exports from dev~loping countries 
and Portugal (ISSN U2>2-J52J) (Spanish) 

series No. 17. 
( 1): Argentina 

series No. 17. 
(1): Argentina 



24. ID/325 
( 84. I I. B. 6) 

- 39 -

Input-output tables for developing countries. Volume l. 
(ISBN ~2-1-106198-9) 

25. ID/325/Abstract Abstract 

26. 

2 7. 

28. 

29. 

30. 

31. 

32. 

33. 

34. 

3 5. 

36. 

37. 

38. 

39. 

ID/WG.448/1 

ID/WG.448/2 

Third Consultation ?n the Petrochemical Industry 
Vienna, Austria, 2-6 December 1985 

Issue No. 3. Research and development in the petrochemical 
industry in devei~ping countries. Issue paper 

Issue No. l. Long-term arrangements for the development of 
the petrochemical industry in developing countries. Issue 
paper 

Expert Group Meeting on the Development of ~ulti-purpose 
Agriculture Machinery Plants 

ID/WG.41+9/ 1 

ID/WG.449/2 

IO/WG.449/ 3 

ID/WG.449/4 

Round 

ID/WG.450/l 

ID/WG.450/2 

ID/WG.450/3 

ID/WG.450/4 

ID/WG.450/ 5 

ID/WG .4 50/6 

ID/WG .4 50/7 

Guangzhou, P. R. of China, 13-18 November 1984 

Conceptual framework and aspects of multi-purpose production 
of engineering and agricultural machinery products: some 
proposals by UNIDO 

Design and study of ~ulti-purpose agricultural machinery 
plants 

Experiences in the development of multi-purpose agricultural 
machinery plants 

Report 

Table Discussion of an Advisory Group of INTIB Users 
Vienna, Austria, 23-27 September 1985 

Linking ultimate users of indu5trial information to sources 
of supply 

The development of industrial information systems in the 
Arab region - A review of past experiences, needs and trends 

The demand and trends of ind~strial and technological 
intv:rnation in China 

Demand and trends of industrial and technological 
information in developed and developing countries 

Towards a ~uropean infrastructure for technology transfer 

A new concept of network: The Industrial and Technological 
Information Bank (INTIB) project 

Alternative options for information transfer to industry 

Meeting of the Working Group on Training in Agro-~achinery 
and "fulti-purpose Plants 

ID/WG.451/1 Training in agro-machinP.ry industries. 
of training needs and capabilities 10 

countries 

Report of a :;urvcy 
selected developing 



40. 

41. 

42. 

43. 

44. 
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10/WG .451 /2 Some considerations concerning industrial tr~ining 

PI/98 UNIDO Industrial TraiJing Offer Programme 1986 

Second Consultation on the Pharmaceutical Industry 
Budapest, Hungary, 21-25 November 1983 

ID/WG. 393/3/ 
Rev.2 

ltems which could be included in licensing 'arrangements for 
the transfer of technology for the formulaticn of 
pharmaceutical dosage forms 

Third Consultation on the Petrochemical Industry 
Vienna, Austria, 2-6 December 1985 

ID/WG.448/3 

ID/WG.448/4 

Issue No. 2. The development of 
industries in developing countries. 

downstream petrochemical 
Issue paper 

Sur~ey and analysis of joint venture arrangements in the 
petrochemical industry 
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