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The accelerating pace of scientific and i{ndustrial
discovery has created a varicty of extreme conditions that
both kindle hopes and intensify imbalances in the world cco-
nomy. The problems of the developing countries have been a
preoccupation for more than two decades of some of the best
minds and most creative spirits in virtually every céuntry of
the world. Yet no international symposium on the subject

fails to deplore the ever widening gap between the haves and

the have-nots .,

When one considers the so-called developing countries,
it is virtually impossible,to generalize validly because of.
the variety of problems and conditions. During the past ten
yeafs, a very few nations grouped within this definition have
emerged to a relatively self‘-sustaining economic condition.
Nevertheless, thié rubric still applies to such diverse coun-
tries as Brazil, Nigeria, Zaire, Afghanistan, Iran, India and
Thaiiand, all of whom have vastly contrasting situations, with-
in their own borders, to say nothing of differences in national

resources, cultures and aspirations.




If one is to make any sense out ¢of the devclopment process,
it is therefore necessary to focus on clearly defined situations.
Certain limited generalizations can be made from expericnce in
this ficld, but any attempts to draw standard conclusions will
be suspect and probably invalid. Projects vhich have been suc-
cessful in the developing world have usually been specifically
tailored to the given situation. They have reflected particular
cultural and historical circumstances which cuan have an enormous
influence on the ,outcome of the effort. Morcover, they have
made special provisions --- and frequently found substitutes
for --- various services and institutions which are automatically

available in a highly industrialized environment.

The ordering of priorities and appreciation of the factors
relevant to the technolpgy transfer process requires experience
and a variety of skills. Several added dimensions exist when
one is attempting to bridge a relatively wide cultural and in-
dustrial gap. Objectivity, in what can become an emotional
situation, is also valuable. A qualified consultant can fre-
quently bring many of these clements to the necgotiations, and

thereby scrve as an interface, advisor and even a catalyst in

these transactions.

The term "consultant" is frequently not held in high repute

in many parts of the world. So-called experts, with questionable




professional qualifications, have sometimes created mere
problems than they were rctained to solve. Indeed, virtually
anyone can claim the title consultant becausc there are no
formal recgulations governing admission to practice or perform-
ance, as such. Nevertheless, the title is also used by persons
performing a wide variety of useful functions, some of whom arec
members in good standing of the legal, engincering, medical and
scientific professions, but who consider their traditional titles
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too narrow to encompass the combination of functions and skills

required in certain consulting assignments,

Consultants can obviously be rctained by the proprietor
of the technology, as well as the proposed recipient. Whichever
side of the bargaining table on which he sits, however, the
objective of the consultant should be to help structure an
arrangement with mutual advantages to the parties, since this
is the only atmosphere in which one may reasonably anticipate
a lasting, meaningful relationship. The considerations discussed
herein, unless otherwise noted, are therefore applicable to

either role in which the consultant may be cast.

This is often evident at the very outset of negotiations,




when the initial contacts arec being made between the prospective

partics.

An expericenced consultant to the proprieto. of the techno-
logy can outline realistic objectives. He can also provide
introductions to private individuals and governmental officials

on the other side whom the consultant knows are appropriate.

If rctained by the recipient, his client's distrust and
even fears of being checated can be assuaged, because of the
security provided by an able advisor. Morcover, the proprietor
is usually glad to see a consultant on the other side because
this reduces the risk of misunderstanding between the parties
and can thus improve chances that the bargain ultimately
reached will be honored. If a consultant has the confidence
of both parties, either vecause of past association with them
individually, or clse by the competence with which he conducts

himself during the early stages of negotiations, a useful function

is served for all concerned.

Indced, consultants frequently scrve an important functjon
cven before the parties commit themselves to the types of trans-

actions contcmplated, by conducting feasibility studies. This




is a relatively inexpensive way to assess the scope of

potential opportunities, as well as their pitfalls. By

this technique, the interested parties --- on either side ---
can remain anonymous if they choose during this period of
investigation, and can thus avoid criticism if the original

inspiration proves to be unrealistic,

What is included in the range of skills which a consult-
ant can bring to the technology transfer process? These might
be divided into two catecgories: those which arc common to all
licenses or other technology transfers, and those which are
particularly important when the recipient is relatively un-

sophisticated, or located in a less developed economy.

The more gencral types of knowledge or abilitics may be

summarized as follows:

(A) An understanding of the relevant market

If on the side of the proprietor, this includes a knowledge of
where there is a commercially viable need for the given product
or process. Also, the consultant should be able to advise which

version is most appropriate: the most clegant and advanced, or

perhaps certain obsolete models, or possibly a process utilizing



a more labor intensive approach, or geared to a lower capacity,

than the proprietor utilizes in its home market.

The seeking party should be introduced to persons who not only
possess the right kind of technology, but who also have a
genuine interest to make the sort of deal envisaged. For in-
stance, if the recipicnt of the technology has a need for cer-
tain raw matcrials, or if exports of the licensed products are
neceded or desired, it is obviously important that the proprictor
-be capable of filling that requirement, or does not have other
commitments which would be inconsistent with an export policy

from the home territory of the recipient.

If advising the recipient, it is advantageous if the consultant
has access to several ,potential licensors, and even knows candi-
dates from different countries. The element of choice thus pro-
vided can help promote a better deal for the client because of

competition generated among poiential licensors, and also because
an opportunity is afforded to sclect thé most appropriate techno-

logy.

(B) An ability to reach decision makers

The level at vwhich a company is initially contacted can be crucial,




not only to the speed with which negotiations progress, but as
to the outcome itself. 1If cne's ideas are introduced to another
company at a relatively junior-level (which can include people
with lofty staff titles such as Chief Patent Counscl, or a Vice-
Presidency without line or financial responsibility), the concept
must " swim upstream', and is frequently hcfeated because the
project was initiated by the wrong person. If, however, the
imagination of the person hﬁving the power of decision is

stimulated, the necessary detail work will be performed promptly,

since instructions to do so will have come from above.

Of course, this skill on the part of the consultant, which can
result from technique and personality as much as from a wide
circle of acquaintances, is valuable in rcaching other persons
who can play a role in the contrmplated transaction. Bankers
and other sources of financial assistance, as well as government
officials whose approvél of the transaction may be necessary or

desirable, must frequently also be contacted during the course

of negotiations,

(C) Knowledge of "the tools of the trade"

There are literally dozens of strategies and legal forms that




can be cmployed in the technology transfer progcess. The adroit
selection of the approach can be basic to the ultimate success

of the transaction. Thus:

-~ simple selling, distributorship, asscmbly or re-packaging
operations might be appropriate, particularly at the out-
set of a relationship;

-- lecasing of machinery, and keying remuneration to the out-
put of the equipment instead of merely taking a profit

on the seclling price, may yield a higher return in some
situations;

-- an option to take a license, or an arrangement to treat
an initial payment as pre-paid royaltics, to be credited
as sales accrue, might soften terms sufficiently to permit
a deal to progress;

-~ various types of joint ventures, management contracts or
other prerogatives relating to the name of the enterprise
or describing types of transactions requiring prior approv-
al by the proprietor of the technology can be provided; and

== procedures for training personnel of the recipient, or
turnkey contracts for the erection of production facilities
can be specified.
It is axiomatic that the consultant understand the advantages

and limitations of the industrial property rights --- patents,

proprietary know-how and trademarks --- involved, as well as

means to protect such rights against infringements by third parties




attacks by others alleging infringement by one's client, or

brecaches of undertakings to maintain the Proprictary information

In question as confidential,

The international uystem for the protection of industrial

property ---first formalizes by the Paris Convention of 1883,
provides rccognized lines of communication whereby bodies of
technology can be effectively transferred, Perhaps the closest
analogy to this apparatus is the system of musical notation,
whereby a violinist in Australia can easily rcad and play a
Strauss Waltz, or a composition by any of the Beatles was

rapidly played or sung in virtually every country of the world,

Patents are a recognized means to define the extent of an
invention and to afford the inventor an opportunity to be re-
warded in return for disclosure. In certain situations (e.g.

a unique and useful configuration of an article that may be
manufactured by normal injection molding techniques) patents

arc virtually indispensable if the inventor wishes to prevent
others from copying the invention, Filing, prosccution and
maintenance of patents can be a very expensive exercise, hovever,
and a vwise cousultant should be able to tailor a patenting program

to markets of realistice conmercial interest,
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More frequently than not, the confidential know-how made
available to a recipient has much more intrinsic value than a
licensc to work one ox morc patents. It should nevertheless
be recognized that the existence of patents can lend a certain
wofficial dignity' to a licensing transaction and can be help-
ful to bLoth parties in discouraging competition and also in
 obtaining nceded governmental approvals to agrcements that have

been rcached between the parties.

Onc test of a consultant's skill is the manner in which

he can influence the rapid and effective transfer of the rele-

vant know-how between the parties. This type if information takes

many forms, the rclative importance of which differs from case

to casc. In this connection, some considerations are as follows:

-- It is frequently useful to have the proprietor prepare
one or more manuals to be provided together with needed
engincering drawings. Such manuals should comment on
design approaches, identify various job responsibilities
and cxplain, in sufficient detail, each stapc or feature
of the tcchnology. Such manuals might usefully be pre-
parcd in several versions, intended for employees or
cxccutives of the recipient working at different levels.
This technique can also prevent relatively junior employ-
ces from obtaining ready access to the entire body of
know-how.

—- Procedurecs should be outlined for rapid and thorough
training of key personnel of the recipient. This should
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include arrangcments for such persons to visit the
hcadquarters and installations of the propricter, as
well as for visits for reasonable periods to the
recipient to provide on site training. These cxchanges
should be carefully planned and appropriate tcaching
materials should be preparcd in advance,

If new manufacturing facilities are involved, the
proprietor should have an active role in construction

and start-up, with a view to getting production going

with a minimum of delay. In some circumstances it is
highly desirable for the pPropriector to have responsib-
ility to crect a plant on a turnkey basis, for a contract
price and with an agreed delivery date. This not only

can insurc the efficiency of the transfer, but can make
the transaction more attractive to the proprictor if part
of the savings to the recipient realized from this approach

arc” included as profit to the proprictor in the turnkey
price.

Machi .ery for solving promptly special problems that may
arise during the course of the relationship should be
established. However carefully onc may organize operations,
the differences in the environments of the parties --- or
frequently events beyond their control --- can affcct
opcrations. The speed, skill and flexibility with which
these situations are handled can be crucial to success

and the maintenance of good will betwcen the partics,

Regular lines of communication between the parties should

be established from the outset of the relationship. This
enables the proprictor to cxercisec effective quality controls.
Improvements and additional information relating to the
technology can also be exchanged in this way. These contacts
also contribute to the growth of general understanding
between the parties, an asset frequently more valuable

than many items on the balance shcet,




Know-how is not limited to the manufacturing process.
There are usually important lessons to be learnced in the areas
of marketing, taxation and finance. An enlightened consultant
will thercfore be careful to see that these arcas are not neg-
lected. Some points to be considered here are:

== design of pPackaging, pricing strategies and identification
of the relevant murkets;

== mcthods of sclecting and training sales personnel, and

fumishing them with appropriate promotional literature
and advertising support;

-- familiarity with tax laws and regulations affecting both
the proprictor and the recipient;

== understanding available credit institutions, monetary and
foreign cxchange repulations as well as governuent incentives

Related to markcting, but also a distinet line of conmunica-
tion between the parties, is the use of trademarks belonging to
the proprictor., The principal importance of trademarks lies jn

the arca of consuncer products, but here they pay eventually becomne

the most valuable factor in the Tationship --- as, for instance,

in the case of bottling coutracts of several cola and other non-

alcoholic beverages. In the realm of scrvives, the same would be

true of a franchisee of a MERTZ or AVIS car rental scrvicec.
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The use of trademarks (including service marks) involves
& responsibility to maintain the quality and integrity of the
pProducts or services to consumers. Use of its trademarks can
have advantages to a proprietor, since this tends to spread
its reputation, provided such use cfeates the desired commercial
image. A recipient can also receive advantages from being
associated with a mark having a good international reputation,
even if the mark is not yet known in the recipient's territory.
This should be balanced against the fact that a recipient, in
the role of a trademark licensee, becomes increasingly dependent
on the Proprietor, whose mark becomes more valuable with use
and sales promotion over a period of time, even though it may

solely be the licensee performing these activities,

This is also an area in which it is important to be aware
of various legal technicalities. These relate to labelling,
marking requirements and the recordation of the existence of
the trademark licenses in certain countries., Failure to obscrve
the various legal requirements could endanger the continucd
validity of the marks in Question. The informed counsel of a
consultant at the outset of a relationship can outline the rami-

fications of a trademark license, and thereby avoid problems

later on.
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Apart from the various contributions, discussed above,
which a qualified consultant, generally, can make to the
technology transfer process, there are other atilities or

facilities which are particularly important when the recipient

is located in a developing country. These factors are intended

to help penetrate barriers between the parties which resilt
from long standing historical or social conditions. Without
these extra dimensions of expertise or understanding, it is
submittced that a consultant's effectiveness in the described

situaticns is severely handicapped.
Reference is made to the following:

(D) Understanding sources of finance

There are numerous international and governmental institutions,
some working in collaboration with private banking institutions,
that can help finance various aspects of the contemplated trans-
actions. Some of these programs are directed to particular indus-
tries, or certain problems such as the purchase of production
machinery. Others are intended to supply a portion of the needed

working capital on casier terms than are available through normal
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banking channels. Various types of insurance against expropria-
tion and other political hazards, designed to encourage activities

in developing countries, are also available.

Certain intergovernmental organizations, including OECD in Paris
which helps co-ordinate the bi-lateral programs of the principal
industrial countries, the European Development Fund of the
European Communities, and the Regional Development Banks can
also provide important help to efforts to bring new technology

to various developing countries.

It is understood that many existing financing programs intended
for the developing countries are less than fully subscribed,
bécause some potential users are unaware of their availability.
Know-how And ingenuity in locating, applying for and obtaining
such assistance can thus be a valuable contribution by a con-

sultant.

(E) Familiarity with the United Nations System

In most of the‘deveIOping countries, particularly the smaller

nations, the Resident Representative of the United Nations Devel-

opment Program is in the unique position of knowing both the top




government leaders as well as the most significant private

businéssmen in such country. Represcentatives of the specialized
agencies --- WHO in medical situations, FAO with regard to agri-
business, forestry and fisheries, and particularly ILO,

by virtue of its tri-partite structure with industry, as well

as trade union and government representation --- are also often

uscful sources of contacts and background information.

The help that can be afforded this type of transaction by inter-
national civil servants sometimes exceceds whatever formal contri-
bution they may be able to make. The fact that these people are
employed by world-wide organizations, in which the developing

as well as the advanced countries are members, often surrounds
such representatives with an aura of objectivity and trust. They
therefore serve frequently as go-betweens to help all parties,
and thus serve a valuable communication function. This can

greatly supplement the consultant's efforts to promote an effective

dialogue between the prospective parties.

(F) Knowledge of contrasting cultures and economic conditions

Assuming that a consultant, regardless of his role, is not a




citizen of the developing country in which the recipient resides,

the consultant should nevertheless have a real interest in such
country. An indifferent or superior attitude by the consultant,
or unfamiliarity with local customs and protocol, can immediately

destroy the consultant's credibility, and hence effectiveness.

This is a situation where it is indispensible to do one's "home-
work'. This requirement, it is submitted, goes well beyond a
dutiful attempt to absorb certain economic or demographic
statistics. For a variety of very understandable reasons, the
acquisition of ncew technology assumes importance to developing
countries much greater than that of a mere commcrcial transaction,
Social implications are frequently influential and the government
is usually actively involved. This is not an atmosphere in which

ignorance is appreciated.

Thus, a consultant to parties on either side of these transactions
should make a conscientious effort to understand the history,
cultural heritage, social institutions and political realities

in the recipient's country. Language skills are also helpful,

but not necessarily indispensable. Since the nceded degree of
sophistication has frequently been sorely lacking in many negot-

iating exercises in recent years, it is all the morc appreciated



waen it exists. If representing the proprietor, it also
behooves the consultant to educate his clicnt in this import-
ant area. And the attifudes manifested must be genuine, because

they will be carefully scrutinized.

Although more difficult to define than any of the other attri-
butes described herein, this element of broad understanding is
perhaps the most valuable asset of all ‘that a consultant can
bring to the technology transfer process. The “communications
gap' between parties in advanced and developing countries is

often even wider than technological disparities. It involves

the clement of pride as well as much unfortunate history. This
creates skepticism, tensions and unnecessary difficulties. The
removal of these elements, frequently by "unofficial” chats

~away from the bargaining table, can create the constructive

attitude needed for any agreement.

Conclusion

The many elements and difficulties of the technology transfer
process are magnified when the recipient is located in a developing
country. The stakes are heightened further because the needs of
the recipient frequently transcend mere commercial considcrations.

Several disciplines are needed --- involving a variety of technical




and cultural skills --- to forge meaningful relationships,
The fact that each project has many virtually unique features

that prevent generalization adds to the scope of the problem,

There thus exists an exciting challenge, requiring the
application of all available resources. Consultants can play
an important role in this process and this is becoming increasingly
recognized. The professional opporfunity is sufficiently re-

warding, in the troadest sense, to attract worthy and creative

practitioners,









