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Process Licensing — The Licensor

Steps in the decision-making
process as licensor-licensee progress
to successful implementation

BY C. B. HOSKINS*

Therc's an old recipe tor rabbit stew which begins,
“first, catch the rabbit.” In order to license a process, one
must first possess licensable process know-how. Such
know-how can, of course, be acquired in many ways.

In some cases, a general background in process tech-
nology may be sufficient; in others, specific laboratory,
pilot plant, or design work may suffice. Certainly, the
most enviable situation would include an individually
developed process requiring special equipment, with U.S.
and toreign patent protection on both process and equip-
ment, plus a history of succestul commercial operation.

Before deciding to license process technology, many
tactors should be considered. Is there a better alternative,
such as direct investment, joint-venture, distributor sales,
or a combination of these? Is the technology competitive
and attractive? What is the proprietary position, consider-
ing patents and trade secrets? What is the extent of com-
mercial experience?

The decision to implement a licensing program should
also consider what internal effort must be committed to
prepare the licensing package, transfer technology, and
maintain a competitive position. Estimated royalty in-
come, perhaps based on the advantages obtained through
the use of the technology, is compared with costs and
alternatives to determine licensing potential.

It such an evaluation indicates that licensing is at-
tractive, the non-confidential licensing package should be
prepared. This might include some technical documenta-
tion, commercially demonstrated economics, and an out-
linc of the proposed license agreement.

Licensing Personnel

The licensing of process technology generally is best
handled by individuals who are thoroughly familiar with
the technical and business aspects of the technology, and
well versed in licensing procedures. A breoad knowledge
of company and industry practices and requirements is a
necessity, as is rcasonable familiarity with engineering
contractors and suppliers.

While each licensing situation is unique, a team ap-
proach has been found to be advantageous in many cases.

* Projects Manuager-Polymers Licensing, Amoco Chemicals
Corporation, Naperville, Ill. Presented in a panel discussion,
“Licensing of Large-Scale Process Technology,” at the 1976
LES U.S5.A. Annual Meeting.

For example, technical, legal, financial, manufacturing,
and marketing experts may cooperate in rapid prepara-
tion of information to present to prospective licensees.

What Does a Licensee Expect From a Process Licensor?

The licensee will normally expect rights, under the ap-
propriate patents, for up-to-date and economical process
technology, probably proven by successful commercial
experience. He will also, no doubt, require operating
know-how to assure dependable and economic operation.
In many cases, the licensee may also request assistance in
obtaining competent engineering and construction ser-
vices, assurance of sound and economic plant design, and
information concerning raw materials and equipment,

Licensor-licensee discussions will normally progress
through some or all of the stages of promotion, evalua-
tion, negotiation, and license. This can sometimes con-
sume an extended period of time, and in most instances
the same individuals may participate in all of the contacts.

The licensor should develop with the licensee a feeling
ot mutual trust and contidence. It is very important that,
to maintain a satistactory continuing association, there be
a good balance of legal, technical, economic, and business
relationships, and that the overall arrangement be
mutually satisfactory and adaptable to changing situa-
tions.

When the license agreement is in effect, it is vital that
the licensor follow through with complete implementation
of the agreement. Typically, the licensor may analyze and
test samples of tecdstocks, catalysts, and chemicals used in
the process, making pilot plant and/or computer runs
based on such analyses to verity yields and set process
design criteria.

Additionally, he may provide to the licensee and/or ap-
proved contractor, basic process data for the planned
operation, as well as information on equipment critical for
satisfactory operation of the process. Later, he may pre-
pare, or consult with the contractor on the preparation of
the basic process design or, from a process viewpoint,
review and comment on the basic design,

The licensor will normally be available for consultation
concerning the detailed engincering, and will often assist
the contractor in the preparation of an operating manual.
Also, he will likely provide an agreed upon amount of in-
plant training for operating personnel, as well as startup
assistance.

Finally, if there are process guarantees, the licensor will
no doubt be represented prior to and during the perform-
ance test. Following the startup of the plant the licensor
may provide continuing technical assistance for a
specified period of time, and there may be periodic meet-
ings with the licensee to exchange information on new
developments.




