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the Mexican licensee was being restricted to a 2-1/2%
royalty by the government officials and felt that this would
jeopardize the license agreement. The government acknowl-
edged, that becaunse the licensee was also to buy processing
equipment from the licensor, if the licensee could not
purchase similar equipment in Mexico, they would permit
a higher royalty payment in order not to jeopardize the
entire license agreement and lose a new industry,

These examples stress the flexibility with which you must
negotiate before the government authorities. They recognize
that they must have foreign capital investment and foreign
technology, but at the same time they are adamant in their
position that any such acquisitions must benefit Mexican
economy. You must stay flexible and avoid getting into the
position of “take it or leave it”. If you reach that position
and they do not “take it”, you have no other recourse and
have lost any position you might have obtained.

In conclusion, Latin America is going through a second
revolution. The first revolution was when they threw off the
yoke of European imperialism and the second revolution is
taking place at the present time wherein the Latin American
countries are throwing off the yoke of foreign economic
dominance. Therefore, we must remember that foreign in-
vestment policy in Latin America must be modified to take
into consideration their new attitudes and thus preserve the
United States® share of that market against the inroads of
international traders of other countries who historically are
far more flexible, plus having the advantage of government
subsidies to stimulate foreign trade,

*About the Speaker: Richard W. Keefe received his educa-
tion at Hiinois Institute of Technology - B.S. Mechanical
Engineering and John Marshall Law School - J.D, He is a
partner in Ladas, Parry, Von Gehr, Goldsmith & Deuchamps.
He has had over twenty years in the field of international
patents and trademarks, licensing.
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TERRITORIAL LIMITATIONS IN LICENSE
AGREEMENTS

by
Alan C. Rose*

In considering any subject matter involving the interface
between patent and proprietary rights on the one hand, and
the antitrust laws on the other, it is important first to con-
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sider the statute and decisional law, and second to consider
the present position of the U.S, Government antitrust au-
thorities and the present trends in this area of the law.

As listed at the end of this article, Title 35 USC 261 ex-
plicitly gives the patent owner the right to grant exclusive
rights under his patent “to the whole or any specified part of
the United States”. This statute fortunately gives the owner
of patent rights a more favorable position with regard to ter-
ritorial limitations in license agreements than the patent
owner is likely to find with regard to other possible limita-
tions which he may wish to include in license agreements.

To determine the views of the Justice Department, it is
useful to consider two other items which are listed in the
“Citation of References” at the end of this article. The first
is an article by Richard Stern which is cited as the first litera-
ture reference. The second item to be considered is the Com-
plaint which was filed by the U.S. Government against West-
inghouse and Mitsubishi in 1970, the Complaint also being
cited in the attached “Citation of References”. In his article,
Mr. Stern, of the U8, Justice Department, does not encour-
age any form of territorial limitations in license agreements.

Summarizing the case law up to the present time, there
does not appear to be any case holding that simple uni-
lateral patent licensing arrangements, in which national pro-
prietary rights are granted within specified national boun-
daries, and withheld in certain other countries, contravene
U.S. antitrust laws, and are therefore illegal. The cases in
which territorial limitations have been found to be improper
have usually involved cartel-type arrangements between
major world factors in an industry, with worldwide division
of territories or markets. As expected, the Complaint against
Westinghouse and Mitsubishi alleges this type of fact situa-
tion, and these allegations have of course been denied. In ad-
dition, in the arrangements which have been found to be il-
legal, the territorial limitations have often been “in gross”
rather than in terms of granting rights under particular na-
tional patent rights, trademark registrations or copyright reg-
istrations; and the arrangements have frequently included
cross licensing and grant backs within the allocated terri-
tories.

The situation with regard to copyrights and trademarks is
less clear-cut than the patent situation, in view of the specific
statutory authority set forth in 35 USC 261 relative to patents.
However, if trademark and copyright grants are unilateral,
follow national boundary lines and are expressed in terms of
rights being granted under specific numbered national trade-
marks and copyrights, it is believed that copyrights and trade-
marks will probably be subject to the same treatment as
patents, and that national territorial limitations in unilateral
agreements will probably be sustained.

With regard to trade secret licenses, the situation is less
clear-cut with regard to their validity. However, in cases
where there is truly secret or confidential information which
is being disclosed, it appears that territorial limitations will
probably be permitted for a limited number of years general-
ly corresponding to the probable life of the trade secret.

Concerning grant-backs, in any of these agreements, ex-
clusive grant-backs or grant-back of title is usuvally con-
sidered inadvisable, as tending to perpetuate the dominant
position of the licensor; however, nonexclusive grant-backs
are generally considered to be acceptable,

CONCLUSIONS AND RECOMMENDATIONS

1. Avoid territorial limitations “in gross”; and agree-
ments between major world factors in a field, involving di-
vision of world markets,

2. Instead, to be preferred are unilateral agreements re-
lating to numbered patents, trademarks or copyrights, invok-
ing specific national property rights.

3. On “know-how” and “trade secret™ licenses, a unilat-
eral license including truly secret information will probably at
present support territorial limitations, for a period of time at
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least equal to the probable period of secrecy of the trade se-
crets, but possibly not for an unlimited period of time.

4. Caveat: In the EEC, the sales territory should generally
include the entire EEC; other foreign countries have policies
against License Agreement terms which restrict exports.
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Walter R. Thiel

LICENSING IN EUROPE
20/20 FORESIGHT

by
Walter R. Thiel*

LITTON ORGANIZATION

My comments concerning licensing in Europe will gen-
erally be made as an over-view developed from my associa-
tion with the corporate headquarters of an international cor-
poration, Litton Industries. Litton has organized its legal staff
so that each of our Divisions has been assigned, as a client, to
a particular lawyer, who then handles all patent and licensing
matters arising from that Division. Thus, many of our Divi-
sion Patent and Licensing Counsel are in day-to-day contact
with various licensing programs for their clients in Europe.
Corporate office is primarily concerned in such licensing ac-
tivities only as an overseer and in the management approval
cycle.

Since Litton Industries has subsidiaries active in many
technologies, at the present time there are current negotia-
tions with European licensees in the fields of paper products;
business machines; material handling equipment; machine
tools; medical products; and military systems, to name but
afew.

TECHNOLOGY LICENSING

There appears to be a considerable continuing interest on
the part of European companies in U.S. technology, and I
stress “technology.” My experience has indicated that a pat-
ent, or even a family of patents, is of little interest in a
straight licensing transaction in Furope. European com-
panies, as true with most licensees, are more interested in
technical assistance and technical information. Since, when
a company has decided to take a license under specific tech-
nology, such decision has been reached as an alternative to
in-house development of the technology.

For a moment I would like to speak about what | see in
European licensing in the military systems area. Activity has
already commenced in many NATO countries, notably Bel-
gium and Holland, concerning the procurement of a next-
generation fighter aircraft. As yet, the Furopean countries
have not formed a consortium, as was formed relative to the
procurement of the F-104, so that the proposals being de-
veloped by our Guidance and Control Systems Division con-
cerning the inertial navigation system for this new generation
of aircraft are being made to specific countries. One thing
that appears significant in this forthcoming procurement is
the requirements by the country for significant in-country




