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I. Overview 
 
Cross-border technology licensing agreements have become an important, often essential, 
element of the overall business strategy of any firm that seeks to expand its operations globally.  
In general, a cross-border technology license provides the framework under which an owner of 
intellectual property rights (or specialized knowledge or expertise that meets the applicable 
definition of a trade secret) can transfer certain legal rights relating thereto to a business partner in 
a foreign country while still retaining title and control of such technology.  As is the case with 
purely domestic licenses the owner of the technology—the licensor—will seek to retain control 
over the licensed subject matter through careful definition of the scope of the licensing include 
permits uses, territorial restrictions and limits on the terms of the license.  Compensation from the 
licensee, generally in the form of royalties, is also an important component of any cross-border 
technology license agreement.  Additional provisions will be included depending on the type of 
licensed subject matter with distinctions being drawn between licenses of registered or statutory 
intellectual property rights (i.e., patents or trademarks) and licenses of “know-how” in connection 
with a process—such as manufacturing--which may include training and other services from the 
licensor in order to ensure that the licensee understands and absorbs the proprietary information. 
 
From the licensor’s perspective a cross-border technology license can offer a number of potential 
business advantages when the licensor wishes to rely on local partners in a foreign country as 
opposed to setting up operations on its own to conduct the activities for which the licensed 
subject matter is being transferred.  For example, if the licensor is interested in manufacturing and 
distributing its products in a foreign country it may do efficiently by licensing the relevant 
statutory intellectual property rights and know-how to a local manufacturer that can effectively 
use the available labor and raw materials and tap into its existing distribution channels in the 
market.  Similarly, a licensor looking to reduce manufacturing costs for all of its products, 
including those sold in the US, may contract with a manufacturer in a low-cost country and 
provide the manufacturer with the necessary technology under a license agreement that calls for 
the licensee to product a significant portion of the licensor’s worldwide requirements of specified 
products.  Still another potential benefit to the licensor is simply having the opportunity to collect 
incremental revenues from the licensee’s exploitation of the technology even if the licensee is not 
using the technology for purposes that directly benefit the licensor.  The dangers of cross-border 
licensing include the real possibility that the licensee will not exploit the licensed technology in 
the manner expected by the licensor and that know-how transferred under such a license will be 
wrongfully disclosed by the licensee and thus lose its value in the target market.  It may be 
difficult, if not impossible, for the licensor to effectively maintain control over the quality of the 
licensed products manufactured by the foreign licensee or the foreign licensee’s practices and 
procedures with respect to protection of the licensor’s trade secrets. 
 
During the 1980s and 1990s, many countries, particularly those in the developing world, enacted 
legislation regulating the content of inbound technology transfer agreements. These regulations 
were often part of the country's broader foreign investment law regimes or separate laws 
administered by discrete agencies.  Presumably these countries understood the potential 
advantages to them of inbound technology transfers from firms in industrialized countries.  For 
example, a technology license agreement facilitated introduction of the latest technologies into 
the domestic market at costs substantially less than what it would take to complete indigenous 
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development.  However, governments in developing countries also saw technology transfer laws 
as tools to be used in their own political agenda to foster the development of local technical 
capabilities, increase local employment and, in many cases, monitor the use and outflow of 
foreign exchange and the level of foreign involvement in the local economy.  This often resulted 
in comprehensive restrictions on the terms that could be included in a license agreement and 
additional requirements regarding the exploitation of the licensed technology including the 
conditions that manufacturing activities involved the licensed subject matter could only be carried 
out using local components and labor.  It was also common for restrictions to be placed on the 
amount and timing of payment for use of the licensed technology including prohibitions on up-
front payments and caps on the total amount of royalties that could be required over the term of 
the license agreement. 
 
Technology transfer regulations can take a variety of different forms and typically focus on the 
transfer of technology into the country, although a number of countries, particularly those that are 
more developed, have historically imposed some restrictions on “exports” that involve certain 
sensitive forms of technology. For example, the United States has a comprehensive set of statutes, 
regulations, and executive orders with respect to export controls, all of which are intended to curb 
the worldwide proliferation of weapons of mass destruction and to prevent certain countries from 
obtaining goods and technology that may contribute to their military potential.  Technology 
transfer agreements are also subject to review under laws regulating competition and unfair 
business practices. 
 
While many countries have liberalized their technology transfer regulations since the end of the 
1990s, the possibility of foreign government intervention over the terms of inbound transfers of 
technology, including license agreement, is still very real, and the discussion below serves to 
highlight the areas that have been policed in the past and which are likely to be scrutinized under 
existing laws. As a general rule, technology transfer regulations operate by requiring the 
international technology agreement be submitted to, and approved by, a national administrative 
authority in order for the agreement to be enforceable. Governmental bodies charged with 
reviewing technology transfer agreements often refer to statutory lists of objectionable business 
practices that must be excised from any agreement as a condition of approval. In fact, this was the 
approach taken by the EU for a number of years in its block exemptions, although the TTBE 
described above has dispensed with the white, grey and black lists while retaining the concept of 
"hardcore" restrictions. Among the most common areas of concern are royalty rates and other 
forms of remuneration, the scope and content of controls that the technology provider seeks to 
impose on the local transferee, the nature of any implied representations and warranties regarding 
the quality and performance of the transferred technology, the term of the agreement, governing 
law, and dispute resolution procedures. Local regulators may also evaluate the terms of the 
agreement in light of its potential effect upon the development of the national economy. 
 
Regulators in each country will have their own specific concerns based on domestic economic 
and political conditions at the time that the agreement is being reviewed.  However, there have 
been several modest attempts to harmonize laws and regulations pertaining to technology 
licensing outside of the industrialized countries.  For example, the Andean Common Market 
promulgated the Andean Foreign Investment Code for technology transfer for its signatory 
members; however, the primary focus of the Code was to promote the growth of local technology 
and prevent local licensee from investing their scarce foreign exchange currencies on 
technologies that local government officials believed would not be useful in the development of 
the economies of the countries that were members of the Andean Common Market.[FN1]  The 
U.N. Conference on Trade and Development has been attempting for a number of years to create 
a consensus on an international national code of conduct on the transfer of technology; however, 
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fundamental disagreements among industrialized and developing countries, including concerns 
over license between parent and subsidiary companies of a multinational firm, have caused these 
efforts to be largely unsuccessful. 
 
[FN1] International Technology Transfer: A Review of Related Legal Issues, 24, 39 (U.S. 
International Trade Commission Publ. 935, Jan. 1979). 
 
II. Technology Transfer Regulations in India 
 
Regulation of inbound technology transfers in India has long been part of that country's overall 
scheme for reviewing and approving foreign direct investments.  For many years India took a 
very restrictive and protectionist approach to technology transfers between foreign licensors and 
local licensees.  For example, the terms of technology licensing agreements were subject to the 
following conditions and restrictions [FN1]: 
 
(1) Royalty percentages could not normally exceed 5% and the term of the agreement could 
not exceed 10 years;  
(2) No minimum guaranteed royalty was allowed; 
(3) Exports of the licensed product could not be restricted by the licensor, except to 
jurisdictions where it had existing license agreements; 
(4) Clauses that bound the Indian party with respect to the procurement of capital goods, 
components, or raw materials had to be avoided;  
(5) Indian licensees had to be allowed to freely sublicense the technical know-how to another 
Indian party if it became necessary;  
(6) Provisions for payment of interest on delayed payments were not allowed;  
(7) Foreign brand names were not allowed for use on products for internal sales; and  
(8) Agreements had to be subject to Indian laws. 
 
Recently, however, regulations have been liberalized in order to promote technological capacity 
and competitiveness of industry in India and the government now claims that acquisition of 
foreign technology is encouraged through foreign technology collaboration agreements. The 
terms of payment under such agreements fall within the authority and scope of review of the 
Reserve Bank of India ("RBI"). The terms of payment include technical know-how fees, payment 
for design and drawing, payment for engineering services and royalties. Payments for hiring of 
foreign technicians, deputation of Indian technicians abroad, and testing of indigenous raw 
material, products, and indigenously developed technology in foreign countries are governed by 
separate RBI procedures and rules relating to current account transaction and are not covered by 
the approval process of foreign technology collaboration agreements. 
 
Foreign technology collaboration agreements are eligible for automatic approval if the lump sum 
payments do not exceed US$2 million; and the running royalty payable is no more than five 
percent (5%) for domestic sales and eight percent (8%) for exports, without any restriction being 
placed on the duration of the royalty payments. The royalty will be calculated on the basis of the 
net ex-factory sale price of the product, exclusive of excise duties, minus the cost of the standard 
bought-out components and the landed cost of imported components, irrespective of the source of 
procurement, including ocean freight, insurance, custom duties, etc. Automatic approval of 
license agreements covering the use of trademarks and/or brand names, but not including any 
related technology transfer, is available only if the royalty payments do not exceed two percent 
(2%) for exports and one percent (1%) for domestic sales. Royalties on trademarks/brand names 
shall be paid as a percentage of net sales, viz., gross sales less agents'/dealers' commission, 
transport cost, including ocean freight, insurance, duties, taxes and other charges, and the cost of 
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raw materials, parts and components imported from the foreign licensor or its subsidiary/affiliated 
company. In the case of hybrid agreements-licenses that include technology transfers and 
trademarks/brand names of the foreign licensor-the higher limits will apply but the payments for 
the use of the trademarks/brand names will be included in determining whether the limits have 
been exceeded. Special rules apply to determining whether automatic approvals are available for 
technical, consultancy and management agreement in the hotel and tourism industries that include 
required royalty payments. Authorized dealers appointed by the RBI allow remittances for 
royalty, payment of lump-sum fees and remittance for use of trademarks and franchises in India 
within the prescribed limits described above for automatic approval. 
 
Royalty payments in the following cases require prior approval of the appropriate governmental 
body: sectors/activities which are not on the automatic route for foreign direct investment or 
proposals not meeting the parameters for automatic approval. In such cases, an application for 
approval of any proposed foreign technology collaboration should be submitted on Form FC-IL 
to the Secretariat for Industrial Assistance and will be reviewed by the Project Approval Board of 
the Department of Industrial Policy and Promotion. If, however, the foreign technology 
collaboration is accompanied by a proposal for financial investment the entire deal should be 
submitted to the Foreign Investment Promotion Board. No fee is payable for submitting an 
application In general, the decision regarding an application for review and approval of a foreign 
technology collaboration agreement will be made within four to six weeks after the application 
was submitted. 
 
[FN1] Epstein, Eckstrom's Licensing in Foreign and Domestic Operations, Ch. 40. 
 
III. Technology Transfer Regulations in Mexico 
 
In Mexico the applicable laws and regulations pertaining to technology licensing have been 
included in the Law for the Development and Protection of Industrial Property (Ley de Fomento 
y Protección de la Propriedad Industrial) [FN1], which also governs all forms of intellectual 
property rights in Mexico including patents, industrial designs, trademarks, tradenames, and 
industrial secrets. The Law, which covers licensing, transfer, and assignments of technology, does 
not set out any specific formalities that must be satisfied in order for the parties to enter into a 
binding agreement relating to the license or other transfer of technology; however, in order to 
ensure that any such agreement can be enforced against third parties the agreement should be 
registered with the Mexican Institute of Industrial Property.  Registration is also recommended in 
order for a licensor to be able to have the benefits associated with work or use of the licensed 
technology by the licensee.  In order for registration to occur the agreement must provide that 
Mexican law will govern the interpretation and enforcement of the agreement unless neither of 
the parties to the agreement is domiciled in Mexico. 
 
Under the Law a license will not be valid if the registered industrial property right has lapsed or 
the term of the license exceeds the date of expiry of registration.  By granting a license a licensor 
is not restricted from granting other licenses covering the same technology or using the 
technology on its own during the time that it is being licensed to the licensee.  Since Mexican law 
does not recognize the remedy of specific performance it is important that the license agreement 
clearly spell out the grounds for termination of the license and the procedures for allocating 
responsibility for termination so that appropriate remedies can be determined. 
 
License agreements are freely assignable by either party under Mexican law; however, the parties 
may restrict assignment by including provisions to that effect in the license agreement.  It is 
important to note that the fundamental assumption is that the licensee will enjoy free use of the 
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licensed technology once the license agreement is terminated and if the licensor does not wish 
this to be the case specific language should be put into the agreement that makes it clear that the 
rights of the licensee to use the technology will cease when the agreement itself expires. 
 
[FN1] Mexican Law for Industrial Property Promotion and Protection (Ley de Fomento y 
Protección de la Propriedad Industrial) published in the Diario Oficial (the Official Gazette), June 
27, 1991, revised October 1, 1994. Regulations published November 23, 1994.   This Law 
repealed the former Mexican Law on the Control and Registration of Transfer of Technology and 
the Use of Patents and Trademarks that included strict controls on technology transfer. 
 
IV. Technology Transfer Regulations in the People’s Republic of China 
 
Technology contracts in the People’s Republic of China, including contracts that parties conclude 
for the purpose of establishing their rights and obligations with respect to technology 
development, technology transfer, technical consulting and technical services,  are governed by 
Chapter 18 of the Contract Law of the People's Republic of China, which was adopted at the 
Second Session of the Ninth National People's Congress on March 15, 1999.[FN1]  The Law 
mandates that conclusion of a technology contract must facilitate the progress of science and 
technology and accelerate the commercialization, application and dissemination of the 
achievements of science and technology.[FN2]  In addition, the Law requires that all types of 
technology contracts must contain the following general clauses [FN3]: 
 
(1) Title of the project;  
(2) Contents, scope and requirements of the targeted object;  
(3) Plan, schedule, time period, place, areas covered and manner of performance;  
(4) Maintenance of confidentiality of technical information and materials;  
(5) Sharing of liability for risks;  
(6) Standards and method of inspection and acceptance;  
(7) Price, remuneration or royalties and method of payment;  
(8) Damages for breach of contract or method for calculating the amount of compensation 
for losses;  
(9) Methods for settlement of disputes; and  
(10) Interpretation of technical terms and expressions.  
 
The parties are also free to provide that certain background materials on the licensed technology 
will be deemed to be an integral part of the technology contract including reports on feasibility 
studies and technological appraisals, project descriptions and plans, technological standards, 
technological specifications, original designs and documents on technological processes, as well 
as other technology files relevant to the performance of the contract.[FN4] 
 
The Law also provides additional guidance on some of the required provisions listed above.  For 
example, when patents are part of the subject matter of the contract the contract must include the 
title of the invention or creation, the patent applicant and the patentee, the date and number of 
application, the patent number as well as the valid time period of patent rights shall be 
indicated.[FN5] The parties must also clearly specify the method and amount of remuneration or 
royalties and are allowed to agree on the method of an overall calculation and one time payment, 
or of an overall calculation and payment by installment.  Advance payments are also permitted. 
[FN6]  The parties may not, however, enter into a technology contract which creates a monopoly 
concerning the technology beyond that granted by the intellectual property laws or impedes the 
technological progress, or which infringes upon the technological achievement of others, and any 
contract that violates these conditions will be deemed to be null and void.[FN7] 
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In addition to the general guidelines described above the Law includes specific requirements for 
the different types of agreement included in the definition of technology contracts that applies 
under the Law.  Technology development contracts refer to contracts entered into for the purpose 
of conducting research in and development of new technologies, new products, new processes, 
and new materials as well as their systems.[FN8] Technology development contracts include 
commissioned development contracts and cooperative development contracts.[FN9]  With respect 
to commissioned development contracts, the commissioning party is required to pay for the 
research and development expenses and the remuneration; supply technological materials and 
original data; accomplish coordinating tasks; and accept the result of research and development 
on time according to the terms of the contract. [FN10]  In turn, the party responsible for research 
and development is expected to do the following according to the terms of the contract: formulate 
and implement a research and development plan; use the research and development budget in a 
reasonable way; complete the research and development on time; deliver the achievement 
according to the schedule; provide relevant technological materials and necessary technical 
guidance; and assist the commissioning party in mastering the achievement of the research and 
development. [FN11] The Law also addresses liability for breaches of the contract by either of the 
parties, rights to apply for patents on inventions achieved during the performance of the 
development work, rights to use or transfer know-how achieved during the performance of the 
development work and allocation of liability for the risk that a development agreement will fail 
because of insurmountable technical difficulties occurring in the process of performing the 
developmental work. [FN12]  Some of the main concerns with cooperative development contracts 
are ensuring that the parties make an investment according to the terms of the contract, including 
an investment of technology, and that the parties take part in the research and development based 
on the division of labor provided by the terms of the contract including mutual 
cooperation.[FN13]  As is the case with commissioned development contracts, the Law also 
includes guidelines applicable to cooperative development agreements with respect to rights to 
apply for patents with respect to inventions conceived during the course of the cooperative 
development work. [FN14]  The Law also includes rules relating to liability for breach of a 
cooperative development contract. [FN15] 
 
The provisions of the Law relating to technology transfer contracts cover contracts relating to 
patent transfer, contracts on the transfer of the right to apply for a patent, contracts on the transfer 
of know-how and contracts on the licensing of patent exploitation, and any such contract must be 
in written form.[FN16]  The law includes a number of requirements that the parties are expected 
to follow when negotiating and drafting a technology transfer contract including the following: 
 
(1) While the parties are free to agreement on the scope of the exploitation of a patent or the 
use of the know-how by the transferor the contract cannot include a restriction on technological 
competition and technological development.[FN17] 
(2) Technology contracts covering the license of patent rights are valid only for the period of 
the patent right and cannot extend beyond expiration of the patent or any earlier date upon which 
the patent right is declared invalid.[FN18] 
(3) The licensor of a patent must permit the licensee to exploit the patent, submit to the 
licensee the technological materials relevant to the exploitation of the patent, and provide the 
licensee with necessary technical guidance on exploitation of the patent.[FN19] In turn, the 
licensee must exploit the patent according to the terms of the contract, pay royalties according to 
the terms of the contract and refrain from allowing any third party to exploit the patent other than 
as provided for in the contract.[FN20]  Similar requirements on both parties apply when the 
licensed subject matter is know-how. [FN21] 
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(4) The licensor must guarantee that it is the lawful owner of the licensed subject matter and 
that the licensed subject matter is complete, without mistakes, effective and able to accomplish 
the agreed goal.[FN22]  
(5) The licensee must agree to assume the obligation of maintaining confidentiality for the 
undisclosed part of the technology supplied by the licensor on the terms and for the period agreed 
upon in the contract.[FN23] 
 
The Law also addresses the consequences of various breaches of the terms of any otherwise valid 
technology contract including the failure of the licensor to transfer the licensed subject matter 
according to the terms of the contract [FN24], exploitation of the licensed subject matter beyond 
the agreed scope by the licensee or the licensor’s failure to maintain the confidentiality of 
licensed know-how [FN25], failure of the licensee to remit royalties as required under the 
contract [FN26].   Finally, the Law includes default rules regarding rights in improvements to the 
licensed technology; however, the parties are free to specify in their contract how technological 
achievements obtained from any such improvements are to be shared by the parties. [FN27] 
 
Finally, the Law includes guidelines for contracts relating to technical consulting and services.  
Technical consulting contracts include contracts under which feasibility studies, technological 
forecasts, technical investigations, and analytical evaluation reports are provided for specific 
projects.[FN28] Technical service contracts include contracts in which one party undertakes to 
solve specific technical problems by using its technical expertise for the other party, excluding 
contracts for construction projects and contracts for employment.[FN29]  New technological 
achievements accomplished by the commissioned party under either of these types of agreements 
using materials and facilities provided by the commissioning party belong to the commissioned 
party and new technological achievements accomplished by the commissioning party using the 
results of the work of the commissioned party belong to the commissioning party, except as 
otherwise agreed upon by the parties in the contract.[FN30] 
 
The Law sets forth specific requirements on the duties and obligations of each of the parties to 
technical consulting or services contract.  For example, the Law provides that the commissioning 
party to a technical consulting contract must, as agreed upon in the contract, state clearly the 
questions raised by the contract, supply the commissioned party with technological background 
information and relevant technical materials and data, accept from the commissioned party the 
result of its work and pay the remuneration.[FN31]  In turn, the commissioned party must 
complete the consultancy report or answer the questions raised by the commissioning party 
within the agreed time limit and any report must fulfill the requirements agreed upon by the 
parties in the contract.[FN32]  Remedies for breach of these duties and obligations are also 
provided for in the Law. [FN33]  With respect to technical service contracts, the commissioning 
party supplies the work facilities, accepts the results of the work, and pays the 
remuneration[FN34], and the commissioned party is expected to complete the services, solve the 
technical problems, guarantee the quality of its work, and convey to the commissioning party the 
knowledge required to solve of technical problems according to the terms of the contract.[FN35] 
 
[FN1] See http://www.sipo.gov.cn/sipo_English/flfg_e/xgfg_e/t20020420_5136.htm.   
The definition of “technology contract” appears in Contract Law, Art. 322. 
[FN2] Contract Law, Art. 323. 
[FN3] Contract Law, Art. 324. 
[FN4] Contract Law, Art. 324. 
[FN5] Contract Law, Art. 324. 
[FN6] Contract Law, Art. 325. 
[FN7] Contract Law, Art. 328. 
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[FN8] Contract Law, Art. 330. 
[FN9] Contract Law, Art. 330. 
[FN10] Contract Law, Art. 331. 
[FN11] Contract Law, Art. 332. 
[FN12] Contract Law, Arts. 333, 334, 338, 339 and 341. 
[FN13] Contract Law, Art. 335. 
[FN14] Contract Law, Art. 340. 
[FN15] Contract Law, Art. 336. 
[FN16] Contract Law, Art. 342. 
[FN17] Contract Law, Art. 343. 
[FN18] Contract Law, Art. 344. 
[FN19] Contract Law, Art. 345. 
[FN20] Contract Law, Art. 346. 
[FN21] Contract Law, Arts. 347 and 348. 
[FN22]  Contract Law, Art. 349. Contract Law, Art. 353 provides that the licensor will be liable, 
absent an agreement to the contrary by the parties, if the exploitation of a patent or the use of 
know-how by a licensee in accordance with the terms of the contract infringes upon the legitimate 
right and interests of others. 
[FN23]  Contract Law, Art. 350. 
[FN24]  Contract Law, Art. 351. 
[FN25]  Contract Law, Arts. 351 and 352. 
[FN26]  Contract Law, Art. 352. 
[FN27]  Contract Law, Art. 354. 
[FN28]  Contract Law, Art. 356. 
[FN29]  Contract Law, Art. 356. 
[FN30]  Contract Law, Art. 363. 
[FN31]  Contract Law, Art. 357. 
[FN32]  Contract Law, Art. 358. 
[FN33]  Contract Law, Art. 359. 
[FN34]  Contract Law, Art. 360. 
[FN35]  Contract Law, Art. 361. 
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