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DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org
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TECENOLOGICAL ADVISIORY SERVICES (TAS)
AND OTPER RELATED ACTIVITIES*

Note by UNIDC secretariat
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* This document has been reprocduced without formal editing.




INTRODUCTION

According to the data availsble to UNIDO secretariat, the international
flows of technology constitute an important element of industrialization, pot

only in industrialized countries but, even more so, in developing countries.

In principle, the following basic channels, non-commercia. and commercial,

are used for the transfer of tecnnclogy:

- educationa! systems;

- migration ol skilled and unskilled labour;
- technical and patent literature;

- direct foreign investment (dfi);

- Joint-ventures

- know-how and licensing arrangements;

- equipment and turn-key dcliveries.

While in terms of the volume afi, no doubt leads the pack, very significant
amounts of technology flows, by use of know-how and licensing arrangements as

well as related often to Joint ventures.

If in 1965 the overall technology flovs (in fo-ms of know-how and licensing)
has been estimrted at ca. 2.5 billion dollars, with the developing countries®'
chare at cn. 8-9%, this amount increased to ca. 11-12 billion dvllars in the

year 1975, with the developing countries' share increasing tn 1.5 billion.

The careful forecast for the year 1985 indicates an increase of those
amounts to LO-LS billion dollars and ca. 6-7 billion dollars.

The above brief indications and data, limited only to one channel of
the flows of technology, shows us clearly the overall dependance of the develop-
ing countries on the ix ~rtation of foreign technology. as tr. outflow of
technology frcm developing countries reacned in 1980 the level of only 150

million dollars.




Farthermore, in order to visualize the overall lone term needs of the
deve:.oping countries in terms of investments, taking into account the
Lima tarpget, this calls for 450-500 tillion dollars tv the year 2000

of annual manufacturing investmentsi 1/

UNIDO, bdeing an UN agency dealing with the problers of industrialization,
realizes fully the need to assist the develoving countries in digesting all
those inflows of technology and that was the reason why it established, late 1978.

a specialized service called Technologicel Advisory Services g{

This brief paper will deal with the review of ongoing UXIDO activities
in respect to advisory services, the tra ning activities including the pre-
paration of materials for this purpose e; vell as the information schemes of

interest and service to “eveloping countries.

TECENOLOGICAL ADVISORY S:RVICES - TAS

Bémring in mind, on one hand the amount of technology acquired by developing
countries in its various forms and, on the other, the conditions under which
this techmology is being supplied, the secretariat of UNIDO came to the con-
clusion that a specialized advisory service could be offerei to the Governments

of developing countries to provide rapid, objective and impartial advice in

contractirs major industrial projects (joint-ventures, turn-key and licensing

agreements) in all fields of UNIDO activities

The services of TAS, provided in principle by UNIDO staff, with a small
group of car=fully selected nutside consultants ( predominantly from other

developing countries) concentrate in the folloving areas:

(i) preparation for negotiation of major contracts in the field of
Joint ventures, turn-key deliveries, licences, know-hov. management

and franchizing services including financial arrangements:

1/ G. S. Gouri, 'Challenpes to the Third World"” in LES Nouvelles,
Volume XV, Wo. L, Dec. 1980.

2/ Executive Director's Bulletin - UNTDC/Ex/8.10.7°




i) assistance in drufting of agreements, enumerated under (i) above:

(iii) advice during negotiations or re-negotistions of contracts
enumerated under (i), above;

(iv) other contractual areas.

As a princirle, all Governments of developing countries may reguest
UNIDO for the TAS services: public and private corvorations of develoring
countries may also request such assistance, provided their Governments endorse
such requests.

A1l services provided by UNIDO under the TAS scheme, are to be reimbursed
by the requesting party, uovon delivery of the services. The services are
reimbursed at actual costs incurred by UNIPO.

For the purpose of launching the TAS, a small revolving fund has been
established at UNIDO from which the services are financed.

BRIEF REVIEW OF THE DELIVERY OF THE TAS - 1979-1981

Provision of TAS servicns has been initiated only in 1979 and it should

be stressed that they are delivered at a modest scale on a selective basis.

So far the TAS services have been used by the following countries:
Algeria, Dominican Republic, Ecuador, Egvpt, Kuwait, Malayvsia, People's
Republic of Chine, Philippines, Portugal, Republic of Congo, Turkey,.Venezuela
Kenya and Tanzania.

In view of the fact of the strict confidentiality of those services, there
is no possibility to describe in much detail the serrices provided and the
results achieved  The current overview will te provided only in & general
manner. One of the most interesting cases has been the assistance for almost
2 years to a Government in negotiating 500 million $ investment in the automotive
szctor vhich included the revision of contructs Lo establish a Joint holding
company, manufacturing facilities, credit agreements and licence apreements

for the manufacturing of a range of models with leading manufacturers of cars.

Another example was the revision of a series of licensing agreements
with major suppliers of vetrochemical and refinin’ processes with a state oil

company.




Another case was to prepare and advise during the negotiations for the
“ormation of a joint-venture corpany and then turn-kev delivery of a

pharmacev:ical glass plant worth ca. 50 million $.

Yet another example was tc review a series of offers for turn-key supply
of sement plants with Governmeuc participation and long term manasement agree-

ment .

According to our statistics, the majority of the TAS services were pro-
vided in the area of twurn-key and licensing agreements, with joint-ventures
and investment following immediately. .

In terms of the achieved results, the TAS may claim substantial improve-
ment of contractual conditions (in all cases) and quite significant cost re-
ductions, even in cases where the suppliers had been chosen by Governments
nrior to the receipt of the TiS.

TBAINING PROGRAMMES

As it is easy to imagine, the advisory activities urder TAS may cater
.only in an ad-hoc menner to the problems developing countries are facing
when contracting technology . be it in a form of joint-venture, licensing or
turn-key delivery.

In order to solve some of the loag term problems, particulerly in the
area of negotiations for the above contractual arrangements, UNIDO has develop-
ed quite substantial training ‘programmes, specifically designed to meet the
needs of the developing countries.

Those programmes, in principle, contain the three basic channels of

flows of technology:

- formation of jJoint-ventures:
- negctiating of licensing and know-how agreements:

- nepotiation of turn-key contracts.
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It should be stated in all fairness that regular prozrammes in this
area have been developed, first of all for negotiations of know-how and
licensing apreements and here UNIDO organizes per annum, between 6 ana 10
training workshops on the negotiation of such agreements. Those programmes
are designed to last 3 days up to 6 weeks (depending on the level of the part-

icipants) and cover all ranpges of legal, financial and technical issues.

For exarmple, only in 1981, such workshops were organized in the People's
Republic of China (2), Portupal, Philippines and Egypt. to vhich ca. 250
participants, attended.

The workshops usually include simulateé. contract negotiations on a basis
of special material prepared by UNIDO, IMEDZ and LES.

As those programmes are rather successful and demand is growing, UNIDO
has already cormissioned preparations of material for simulated negotiations

of turn-key agreements and formation of 'oint-ventures.

For illustrative purposes, some of the materials used in these training

Profremmes are available to perticipants of this expert group.
Finally, UNIDC successfu]l Manuel for the establishment of joint-ventures,
has been put under review and a revised version should be available later

this year or eariy next.

IRFORMATION SEPVICES

There is no doubt that many developing countries tu-n to UNIDO for in-
formation as to terms and conditions of a variety of contractual arrange-

ments and the secretariat attemmts at previding such informetion to its best
ability,

In this connection. it is necessary to mention briefly two of our
initiatives of which one is fully operational since more than 3 vears, while

the other will start its pilot scheme,




Since early 1978, UNIDO operates the Technological Information Fx-
change System (TIES) vhich is an information system providing data on terms
and conditions of licensing, knov~how and technical assistance agreements

entered into by the developing countries participating in the scheme.

The system, which is based on confidentiality, mutuality and reciprocity
allows participating countries to have access to information on contracts
signed by other participents. At present, data is available on ca. 10,000
agreements wvith the following countries participating in the scheme: Mexico,
Guatermala, ¥enezuela, Peru, Ecuador, Colombia, Argentina, Nigeria, Canéroon,
Egvot, Portugal, Spain, Iraq, Indie, Malaysia, Philippines, Republic.of South
Korea and People's Republi¢ of China.

The observer status has been granted to: Algeria, Togo, Yugoslavia,
Poland, Indonesia snd Ethiopia.

Throurh TIES, the central regulatory bodies (in respect to technology
flows) in participating countries, obtain valuable information, both on terms
and conditions of import of technology but also comparable data as to their

own performance.

Another system which at present is being tested is called TIEN, that is
Technological Information Exchange Network and is designed to be used by In-
dustrial Develoonent Finance Institutions whose financial analysis of credit
policy ere facad with technological problems.

In order to provide those institutions with access to technological
(technical and cormercial) information, the TIEN has been established and
the pilot operation with the participaticn of selected, small pgroups, will

start very soon.

Finelly, in terms of provision of overall industrial informaticn, one
should not fail to mention UNIDO's IMTIB of which, both TIES and TIEY .are.
interral parts.

Mo doutt. those information services provided by UNIDO assist meny
develonping ccuntries, but that does not mean that UMIDO has exhausted its

potential or ali needs have besn fullv met,
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We believe that this meeting will assist the secretariat to identify
further needs and even more ipmportant, to identify aress of action to reet

those needs.

PBELIMINARY CONCLUSIONS

It is believed that the TAS services, when provided. have been found

) extremely useful and successful. As mentioned earlier. the scove, nurposely,

is limited to more complex and difficult cases due to. inter alia, shortage

of staff and limited financing available. While at the beginning the TAS
services vere used primarily by more developed countries, at oresent, more and
more, less developing countries are using the service whieh is still not widely
known (for example, in comparison with similar services offered by UNCTC in the
area of foreign investments).

It is expected that the TAS will grow, both in terms of amount and assign-
ments as well as in number of countries served, provided more promotionsl efforts
are made at the end of UNIDO.

No doutt, the increase of involvement of TAS in the field of the establish-

ment of Joint-venturvs will be a welcomed extension of this service.

It is expected that the TIES system will grow further and will ultimately
include all countries vhere Governments have assumed a direct regulatory role
in inflows of foreign technologies.

Once this level is reached, it will be the time to design systems by

vhich other countries will b%e in a position to have access to TIES' date “ase.

We believe also that TIEN, after the pilot operation is over. will
develop into a meaningful information system for industrial financing
institutiony.

Finally, in respect of the training programmes, it is hoped that soon
UNIDO may offer a full-fledged assistance covering all aspects of technology
flovs.







