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INTRODUCTION.

»Pechnology has become the preferred currency of foreign

affairs.” This is a recent statement by Edward E. David,

, and it challenges
) o
éngineers and engineering educators to consider their pro- :

‘formerly Science Adviser to the President

fession in a new, global framework. Technology no longer

serves only to fulfill the necds and help raise the standard

of iiying of our own ciéizens. To éudte Dr. David furEher:
"rechnology is the pbedrock of deténte with the Soviet Unmion,
improved relations with China and our'ability to dilute
centuries-old issues in the Middle East .... Tomorro&fs

security will come not from mutual fear of MIRVs and ICBMs’ %
but from mutual dependence of each on the other's: techno- j
. ) |

logical resources,’ natural regources and markets." And
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. just three weeks ago Secretary Kissinger stressed this mutual
dependence when he told the Ministefs assembled at the Inter-
national Energy;Agencya@n Pﬁrie, "No issue is more basic to
the future than the challenge of ene;gy." He predicted that
in developing new,.non-conrentionél energy sources,‘thor >
Agency's program of cooperatlon in reseérch énd development .
"may make <its most important and lastlng contribution.

"The Office of Technology Policy and Space Affairs in
the Scientific Bureau at the Department of State is one of
the offices in the Department concerned with technology
and foreign affairs. The opinions expressed in this paper

. are those of the author and do not represent t;e official
p051t10n of the Department of State.

Scientists and eng;neers are somewhat rare at. the

Department of State but their presence there is not~W1dely

knoﬁn either inside or outside the Department." And they

is the oldest in the Government, dating off1c1ally from
X 1789, and unofficially since Benjamin Franklln's Committee
of Correspondence in 1775. gscientists have appeared officially

on the roster, wh1ch now numbers some 14 000 people here and

|
1
|
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haven't been there very long, considering the Department 1
]
|
|
1
|

abroad, since the 1950's, whéen the Office of Atomic Energy

Affairs was headed by a Science Adviser t0‘the Secretary.

This organization became the Science office in_1962 and a

full-fledged Bureau of International Scientific and Technologicei
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“Eairs in 1965. Congress created by statute the present
Bureau of,Oceans and International Eﬁvironmentai andnScientific
Affairs, which was formed in October 1974J‘ Dr. Dixy Lee Ray;
former Chairman of the Atomic Energy Comm1551onﬂ serves as
Ass1stant Secretary with overall responsibili y for inter- -
natlonal aspects of oceans, fish and wildlife, the atmosphere,
the env1ronment, energy, population affalrs, space and techno-

O’

logy. In addition to about 40§§rofessionals in washington
there are 22 science at%écﬁééiatgkey eﬁbassies and missions
‘abroad. | |
° INTERNATIONAL TECHNOLOGY TRANSFER .

In the Office of Technologf Policy, and- Space ;ffairs
we. assist in making and carrying out policy guiding. the
- transfer of technology from the U.S. to other countries.
Thls transfer is of two types--transfer of sophisticated

largely
technology that is/subject to government controls, and transfer

of technology as a form of assistance to developiné countries.
At this point it is useful to give two definitions. The
st&dy of technology transfer is still so inexact that the
terms used are not even properly defined.b I use Dr. Richard
Roberts s definition of technology: The result of the
application of knowledge to produce a practlcar result or
product-—anﬂéirplane, a chemical compoupd, a communications

satelllte or an assembly line for trucks._ Technology includes

the hardware that is produced as well as the software; it also




includes the know-how: the ékiils that enable a job to be
done efficiently, the recognition of what to do if something
goes wrong, the knowledge of innumerable little proceduresﬁ
and tricks derived from experience_that mus£ be done properly
if a systerm is to function, but which are rarely written down.
An aspect of technblogy dévelopment oftén overlooked is the
difficulty, even;within a singlé enterprise, of moving applied
'science or £echnology from a laboratory ta the manufacturing
plant floor, froé design to production. . o
" .Perhaps the ultimate 'goal of"tqchnOIOgical-developﬁent
is the same in advanced countries importing sophisticated
machines as in developing countfies buyiné more rudimentary
or commonplace equipment. This goal is the achievement of
é technological capability allowing the importer to become’
indeéenden£ and self-sufficient or competitive. An importef
s . " adapt and
must master the’availayle t?chnology,/improve it with time
and producé it efficiently in order to attain such a goal.

Transfer of Technology signifies the application of

technology under a new set of conditions~-a new social setting,
s .

a different economic structure or a varied availability gg
resources or markets. An essential element of the procéss
$§ that the technology always must be adapted to suit the
new énVirQnment. Even a complete turnkey plant will be

operated with a-differeﬁt type of labor and worker attitudes,

different management techniques and a different relation

o
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with thé community and government in its new environment.

Th@ simple sale of ha?dwaré is not strictly a transfer
of tecﬁnology uniess some aspect of the hardware {(not tﬁe
hardwaie itself or its utilization) is integrated into the
importéf's tecﬁnological capability. Although sales of
hardware or so-called "high-techuiology" items are frequeﬁtly
referﬁed to looéel§ as technélogy tran;fer, it is more
accur%te to restfict consideration to hardware ;a}es

where sﬁbsequent integration occurs. Tgchnoiogy is .

more frequently transferred‘by.licensiqé of'proprietéry
rights than by hardware sales.

Computers stand at the pinnacle of United States
Eechnological achievement and their export proba?ly receives

more attention than that of all other high-technology items

put together. Inlsome respedté it is difficglt to apply the
-

o

S

definition of technology transfer I have just giveq to computers,
which -shows why it is so hard to define. Computer exbortsA

are much in the news and freguéntly referred to as technology
transfer. Because of the compute?'s inherent integrability
4with other systems, whether with machiné tools or in a nuclear
" power plan%, nearly all compqper exports are technolégy
transfers. However, omne can‘imaéiné the export of a computer

”

: [
for use in an insurance company which would not constitute a

¢ ~

transfer of ‘technology since it would not enhance the .country's

~

technological capability. A.near-perf%ct example of a transfer

<
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which could lead to competition .or sélt-sutticiency is .

export of a computer to be used on-line to control the various

. I3

° ' steps in a p;oduction process.
Scientific and$technologicalsknowledge ctanges with time.
Tcday's miracle deviceior unique p}ocess is toﬁorrow's ) ‘ »
standaré product. To retaln markets and to fulflll the needs .
and the desires of a larger proportion of ‘the world s population,
engineers and scientists need to innovate, drawing on the
pool of results from research and development. This pool must
/) be replenished by a healthy and well-supported research establlsh-
.ment. The most useful transfers of technology enable 1mporters
to innovate, improve on the.state of the art andmore toward becoming
' technologically independent. They are also the ﬁost difficult
and hence shculd be fhe easiest to regulate.
Management is the key component of any but the most
trivial transfers of technology: many items have to be ordered,

designed, built, assembled and made to work together, then

opera;ea efficiently to produce items of the desired quality,

guantity and cost.

The process by which technology transfer, innovation
and management®combire tc produce technclogical independence
and the measurement of its impact are tﬁe primary subject of

technology transfer studies.

In,addition to the licensing of proprietary rights

o

. . ADVANCED COUNTRIFS ' ]
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and limited hardware sales, the flow of technolodgy out of
the United States take’s place by means of direct investment

in affiliate companies, training and education, information

tfansfer, the sales of servicés and the use of consultants.

]

It 1is worthwhile to note two interesting facts about

Q

< the magnitude of technology .transfer: it is relatively small

cbmpared with our total trade, but we export far more technology

©
4

than we import.
Royalties and fees for.U.S. technology (excluding
3.5 billion, and in 1974 about $4° bllllon, in 1973 we

imported-$300 million, and $400 million in 1974.

n

a

(%Y

R

Vhardware exports) transferred abroad in 1973 reached about .

Much of the technology we export is in the sophisticated

areas of aircraft, computers, chemicals and machinery.
Technology transfer contributed to the overall 1973 balance
of trade for these areas ?f $11 billion.

For comparison, our,#htal exports in 1973 and 19f4

were $71 and $98 billion, within $2 or 3 billion of ihports.

. In manufaqﬁured items, we incréased exports from $45 to $64

billion between 1973 and 1974, and they exceeded imports in*®

1974 by over $7 billion. .
The computer sales alone were $4 billion in 1973, with

civilian and military aerospace hardware and technology -

amounting to $3.8 and $1.4 billion, respectivély. (Together _

with machinery and chemicals, these made up the $11 billion

r
. Ed

8




1] : LS
¢ . ,
S 2. Ed

° positive trade balance.) ‘ . .

During 1973 our total exportsc<to the Soviet Uriion ,
were $1.2 billion,‘mostly“in grain; manufactureSOmade up a .

) .

small $300 mllllon. Even if Eastern Europe were completely

-open to U.S. computer sales, the estlmatea market is only ,
%

$200~-$400 mlﬂllon/g‘Amd if we 1ncreased our total exports to

O

K , Russia from the present 2% to 5% of the U.S. total, it would

~°

still be small with respect tp'bur-trade with Canada, Westérn

Burope’ and Japan.

L]

-
v

Multinational‘corporations play a prominent role in
technology t;ansfer because they operate by virtue of foreign
(1 e., U.S.) direct investhent in affiliate compahies aﬂg

heavily ‘
they/emphasxze high-technology manufactures. In 1969, net

technology exports by multlnatlonals contributed $1. 3 billion

to the U.S. total of about $2 billion. .
* 'S . .
* ‘fechnology exports from the U.S. are reguiated mainly -
by provisions of two Acts. The Export Administration Act of

1969 provides for control of exports of items to controlled

s

(mainly Communist) countries for reasons based on short supply,

&

L

national seqyrity and foreign policy. Embargpe§ items are on
the Commodities Control List, and the responsibility for the )
control is 1n the Department of Commerce. Munitionﬁﬂ ;eapons
”’—_’/ and 1mp1ements éf war on the Munltlons Llst are embargzea by ' }
|
|
1
|
|

provisions of the Mutual Security Act of 1954. Fxport of items

on this list is .controlled to all countries in furtherance of

Tt

-

-
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foreign policy, national security and world peace. The

Department of State administers these controls. The Commodities
. ’ ©
Control List is becoming shorter, and exceptional exports are

frequently permitted. Both lists specifically embargo .

-

- technical assi‘stance, know-how and other forms 'of technical
transfer pertalnlng to controlled items. Export licenses

are granted on a multiple or single-case basis after government

<

‘ review of the request. ‘ S

A Coordinatiny Committee (COCOM) deriving membership

ov

from NATO memberé plus. Japan (but without Iceland) reviews

exports to the East from al} members in an attempt to standard-

o

ize Western export policy.

The pertinent Acts are under con§tant review and are °
frequently revised. (the Export Administration Act, as-
recently as last year). ‘The make-up of the Commodities
Control List is regularly scrutinized end so is the internaticnal
llst of the Coordinating Committee. ﬁBlicy studies underway

at all times provide guidance -in the implementation of the Acts.
9 .

<&
¢

. ' BENEFIT INDICES

¢he advantages and disadvantages of technology transfer
T . are difficult to measure in quantitetiVe ways: I have alread&
mentioned that wé export ten times as much technology as we
import, ($4 billion vs $400 mlll;bn) and that this is a strong

h >

g p051t1ve balance of trade that most economists belleve to be '

good. Even in this area of straight dollar flow measurements,

e .




¥

.accomplished by mutlinational corporations, and it is hard’

the long-range effects on U.S. employment are very difficult

10 ‘“

the data are incompléte since much technology transfer is —

to fhentify in the corporations' financial statements.

Our tax laws provide that foreign subsidiaries of U.S.
corpor;tions may credit their foreign taxes paid against the
income‘tax liability on foreign-source iricome. Both t:ﬁ:i in,.
favor and those opposed\to the practice generally admit/these ' o
lawe as a matter of U.S. policy enoourage foreign investment
and thus reduce U,S. tax revenues.

Labor Unions fear the export of American jobs along Qith
the technology; Mr. George Meany, President of the AFL-CIO,
has called technology exports a "glveaway progran...a welfare

program for -the SOV1et.Unlon. A report on the subject by

the Tariff Commission offers evidence to the contrary, bu}

*

to predict or even to measure. ARSI | o
in certain cases | -
TechnoIOgy transfer may/provide us with a political .

advantage. Export to France of certain features of the GE

jet engine for the .B-1 bomber contributed to our improving

relations with the French. .
We could obviously suffer a strategic disadvantage if-
certain key items were exported to potentially unfriendly

one

nations. ~ . .

But we return to the main problem: determining the .
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- on the U.S. This impact will, of course, have second- .= ¢

order effects politically and strategically.

Because of thelr 1mportance, the benefits or penalties o

-

of technology transfer have already been the subject of

' studies carrled.out by or for the Department oi State, the

[
National Science Foundation, professional societies,

intelligence agencies, the Department of Defense, the Depart- -
ment of Commerce and-Congress. Nevertheless, the subject

has scarcely been touched. Bibliographies of sighificant |
( .
work produced so.far.gre significantly short. Teams combining

expertise in science and engineering, economics and political

science are urgently neededvio treat the problem in a meaning~-

ful way.
APPREHENSIONS

o

Because of the unsatisfactory .state of our understanding,
. ( . o . . =~ '
genuine apprehensions have arisen concerning the way we export

technology--whether we are selling our birthright or tapbing

t n - + . . iy

vast new markets. - n p

w* -

SOme representatlves of 1ndustry p01nt to the dlfflcul‘Y
‘of competing wich foreign firms subsidized or otherwise i
supported by'their governments, and call for amended U.S.
tax laws or modification of antiérust law. They recognize .
the clear disadvantage of bidding agalnst each other in an
artificiai monopsonistic market of many sellers and one buyer--

o

|

i.e., the Communist country s official trade organlzatlon. 1
. . X 1

|

|

|

|
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Incidentally, business and industry often deplore the maze of

bureaucratic procedures they must go through in Washington

Y

in order to obtain an export license. I have already re-
ferred to organized labor's fears of job exports which may
aéqompany u.s.- investment abroad, licensing and*coproduction.

by

In the Executlve Branch, the Defense Department is

extremely sen51t1ve to technology transfers that it percelves

may prove to be of military value to the importer. High-level
.groups assess the impllcations of export of U.S. technology

to ﬁ.S. defense. A Commerce Department analyst is circulating

a paper, in which he assesses the technological development

of the Sov1et Unlén in termahof output per worker--the larger

the. technologlcal development, the larger will be the

output per capita. The U.S. productivity (output per man) is

l.5 to 10 times that of the Soviet Union. But the Russxan .
growth rate of product1V1ty is twice as great as the U,S.

~ is true
rate, for the ecoromy as a whole, and the same/for eng1neer1ng

products 1ndustr;es.

- Congress voices fears about our loss of/advantage in ‘
w1de-bod1ed aircraft, computers and- semlconductors. - Horror .

stories are related about X-ray photograph analyzers for
hospitals which can be used to extract -precise detail from - |

satéllite reconnaisance pictures and about serial purchases of
O Y N ? 4. N

the samé item for assembling into one master system when the ' "

relative |

exports of the whole system would have been prohibited.

s

&
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The Military Procurement Act of 1975 gave the Secretary
of Defense a veto on-exports of technology developed with
Defense Department support. This authorityhmas modified but
also made more exten51ve in the 1974 amendments to the Export .

<

Administration Act. Congress al'so controls the interest

rates and credit limitations for loans to‘Eastern Europe by
the Export?Import bank. The interest rate was recently
raised_ind the credit limitation lowered for the éov;et Union.
‘We offered the Soviet Union to exchange most-fevored-nation .
trade status for its wiliﬁngness to liberelize its emigration
policy in the 1974 Trade Bill; the deal was rejected by tne'
‘Soviets.¢ | "
U.S. forelgn policy has -been conducted since the early
seventies on the basis that a lessening of tensions between
* the ‘two superpowers could be achieved if the Soviet Union
‘had a stake in a wide spectrum of neg t1atlons——promotlon of
_ commerce, peaceful settlement of differences, settlement of
the Lend—Lease debt, opening of ports and, of course, SALTg . -
The objective was for Russia to become convinced that it was

e

to its own advanteée if the whole group of negotiations prospered.

" .

~

‘"We have sought," as Dr. Kissinger put it, "to create”a vested
interest in mutual restraint.”
One short-run danger'oﬁ trade for détente is loss of
military advantage; a long-term danger of a program of non-
gradual

strategic exports is the/loss of U.S. teqhnologicalgand; .

S

T
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f.” ‘ _ economic advantage. ' . )
N .
GENERAL CONCLUGSIONS ’
I do not think our present program of technology

Dl

transfer will lead to our long-term disadvantage 1f'we meet
' the following conditions:
a) We follow~approkimate1y our present control procedures

for exports of technology with military relevance,“

. but speed up the licensing process;

b) We seek to make good "deals,” receiviﬂg'as.gopd as we
get--high prices, cash, revefse flow of technology

or other reasonable concessions; -

‘qul full by means of adeq%ate support 5or our

L : ' technology base by government, industry ana universities.
My reasons. for thinking ‘that under these conagtions we

need not fear technologicai challenge are~5ased on these

observations:

c) We keep the U.S. research and development results , s
a) technology transfer is poorly understoed- ﬁe“can't

4

do it perfectly every t1me, even at home, so' it will
be even harder to transfer 1t overseas; We understand
many of the necessarxlconditions - information

availability, training etc. - but not the sufficient

b) most hardware sales, although loosely termed techno-

logy transfer, don't really influence the .growth ofy

s

:

l

o

conditions; B y . - z{
|

|
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technelogical capability very much;
¢) the importer's infrastructure--includiny everything

that he must draw on to complete the transfer~-just

isn't up to the task. The non-market econony, tthsoc1ety 8

burden, :
bureaucracy /the productivity of the workers, all

conspire against ach1ev1ng effective transfers.
.'TeChnologies intermesh. The most sophisticated U S

technologies are the .least vertically organized. As such
they are dependent on other technologies for extensive support.
Firms supplying these;"other" technologiee don't exist in
Easterh Europe; slow, inefficient, laborious vertical integration
must be achieVedbfor each product line before the technolOgy
really does 7pe importer any good. ~ Everything has to be
‘available at the same time, has to-work at the same time and
has to work together. A ’

Théfreal key to achieving competitiveness or self;

sufficiency is continued development of a technology once

s‘_ .
“ }f." By

transferred--constant inprovements on the state of “the art.
These improvements require even to a greater,degree the exper-=
tise lacked by the importer that necessitated his,pdrchase of

h

5 state-of-the-art system in the first place.

Most.of the technology transfer attention seems to be
focﬁsedAon exports to Easternlpurope.of items onl the Commodity
Control List. Items on the list are embargoed for shipment

to Communist countries. Items on the Munitions List are

~
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embargoed for shipmenﬁ to any'codntny, and include space

hardware and'technology for missiles and satellites. -

[N

Access to U.S. space industry expertise by Japan, France

.and other member countries of the European Space Agéncy is

controlled in somewhat the same manner as Comﬁunist-country
access to American computer know-how.\\
LESS-DEVELOPED COUNTRIES (]’;DCs ) . -
I1f in technology transfer to Eﬁropg and Japan there is

the apprehension that importers will close “the economic gaﬁ

between themselves and the U.S. to our disadvantage, behind

R

' the program of technoiogy transfer to the developing countgiesf-

'

Lhere is the apprehen51on that the gap is already too wide
and must be narrowed. The rich natlons get richer faster than
the poor nations, so that the gap between their respective

incomes is ever widening.

Although the U.S. has a long tradition of foreign .aid
and technical assistance, there is a new project of special

?

importance. . This is the implementation of the téchhology

-

transfer proposal in the New Dialog begun by Secretary

Kissinger with Latin America shortly after he became Secretary

" of State in September 1973.

Science and technology for development has been_ an
objectxve of nations of this Hemisphere since the Presidents

of the.Amerlcas met at Punta del Este in 1967. Following

Secretary Klss;nger s call for a new dialog, the United States
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Jed .
suggested at a meeting of foreign.ministers in Tlatelolco,

Mexico, that there be\eStab;iEned an Inter-American Commission

- .-\ ~
on Technology. The foreign ministérs. convened a +Working

2

Group to stﬁdy the possibdlity of creating a Committee on

L=

Science and the Transfer of Technology when they met at

Washington in April 1974.
_ The‘Working Group met at Brasilia, established objectives

and set up four Subgroups>to'dea1“with the following issues;

1) strengthening the internal S&T system;

2) utilization of the‘potentlal of the developed countries;

3) transfer of (commerclal) technology, and - :

4) creation of an institutional ;echanism.

The Subgroups met in Bogota, Guatemala City, Brasilia, .
Caracas and Santiago (Subgroup 3 met twice to discuss the
Xnottiest problems connected with commercial transfer.)

<

The Meeting of the foreigrn ministers to hear the Working
1975,

Group s report, scheduled for March /was postponed by the

Latins because of their resentment .of features of the U.S.

Trade Act of 1974. This Act excludes mémbers of the

) Organization of Petroleum Exporting Countries, including

_ Venezuela and Ecuador, from new tariff preferences.

Some’ conc1u51ons have been reached on the ba51s of U.S.,

s .6

experience in the foreign assistance fiel® and on the basis .
0of the deliberations of the subgroups of the Working

Group on Science and Transfer of Technology. There is

5 - .

e 4

LY
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.considerable-agreement on factors which influence the success

of technology transfer to less-developed countries:

a. Choice of Technology - As mentloned in the definition

‘ of . technology transfer, the technology must be adapted to

f£it social and economic conditions in the receiving country
. i
and tc take advantage of the local market and availability -

The same

-]

of resources--manpower as well as raw materials.

manufacturing.techniques used so’successfuly in a U.S.

factory simply may not work at all in Thailand, but need to

take into account the dlfferent local conditions.
A

Secondly, the technology should be approprlate.

parent company will likely have better relatlons with the

) host country in the long run if it produces items needed

<

locally and exportable to the newk v1c1n1ty Construction )

e

goods or cloth1ng are frequently more appropriate for filling.

these local needs than color TVs or hand,éalculators. Nor

must the sophlstlcatlon level of the. technology in all cases a

be as h1gh in the host country as in theé\ trAnsferring country.

More mature technologles are often-quite approprlate and

may even be more profitable since their development costs

have been paid.

b. Presence of Adequate Infrastructure - The

appropriateness to needs just mentloned assumes that the

needs may be 1dent;f1ed and priorities establlshed pefore

velopments are selected and taken into the

technological de
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‘economy. This assumétion is not justified unless there is’

e . ’ a minimal scientific and technological administrative
organization. Such an organization will insure there are
educatlonal and training institutions, programs and

exchanges, and it will take care thére is an establishment

for standardization and quality control. It will also
provide for exchange and dlssemlnatlon of technical information
' ~ and provide for a patent system. Overall governmental pollcy
)foward foreign sources of'technclogy and their regulation or
restrlctlonswlll be based in part on recommendations from
this body. wlthout it, the technlcal and economic development
. of the country will be formless and uncoordinated, falling

short of the high potential goals made poséible by modern

invention.
v ° . u-

: c. Separate Consideration of Each Case - We might

paraphrase Tolstoy: Developed countries are all alike;
every undeveloped country is undeveloped in its own.way.

L]

There are no valid generalizations--evén the ones glven here.

geographical features all conspiré to demand treatment of
eacn technoiogy transfer as a separate case.
Labor-intensive technologies are often cited as ways

of providing employment in countries where manpower is

-

--for all LDCs. Fconomic development, cultural values, -

underutilized. In the very long run these technologies may

not ‘be able to compete against more efficient capital-intensive

1 B [y
«




“to lose too much by buying. Third WOrld action 4in many -of the

.pprt on exacting 1ncreased prices from advanced nations for the '

20
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ones, except perhaps in agriculture or in service industry
functions not susceptible to 1ndustrtallzetlon. "One suggestlon
is to devise ways where, figuratively, 1000 workers making
things.in-looo little pots can abproach the efficiency of
100 workérs making:things in 100 hig pots;
) HOST COUNTRY APPREHENSIONS . -

"The apprehensions in the U.S. concerning transfer of

technology abroad are matched by apprehensions in developing

countries concerning technology imports, but for different

reasons. We fear to lose too much by selling, they fear

component bodies of the United Natlons is d1rected toward

,establlshment of a new 1nternatlona1 economic order based in

/
raw materials of the developing world. Part of this action is

L]

driven by resentment against perceived abuses and over-
restrictive business practices of developed-nation companies “
cerrying out operations ‘in the developing world.° Members of
this latter group list the following conditions imposed by ..
technology exporters as most objectlonable- '
a) restrictions of export of products to third ;
countries in order to protect the transferor's market; -

b) hav1ng to accept package deals, taking expen51ve or

unnecessary goods in order to-get the desired

technology;
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c) exclusive sales or representation agreements with

transferor;
d) setting of the selling price by the transferor;.
payment of royalty based on the selling pride

rather than just on the number of items sdid
/

e) loss to the exporte{ of rights to 1mprovements

.

made in the product by the importer. :
i o

There have been sufficient abuses in the past and there

..is enough dissatisfaction with the present state of affairs in

less-developed countries so that this actlon, this movement !

toward a new 1nternatlona1 economic order, may not be taken

. lightly. It manifests jtself in calls for legal.y binding

-
3%
Lo

1nternatlona1 codes of conduct governing the operations of
developed nations' industries doing business in the third’
world, a liberalization of world patent law, a global plan

for locating industrial plants and a scheme for -increasing

industrial output of the developing nations to 25% of the world
, .

total by the year 2000.

Argentina, Brazil and Mexlco have already passed laws Wthh

seek to provide their local indust¥y more parity in dealing

4

with technology exporters in advancid countries. The laws
set ce111ngs on royalties and place time limits#on licensing

agreements and serve as possible models for the broader

international code of conduct agreements under dlscuSSIOn.

v
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ROLE OF U.S. GQVERNMENT _ -

Rl

Conclusions may not be drawn here as readily as in the
case of sophlstlcated technology transfer to advapced natlons,-

) ’ there is much less experience to draw on and policy, 1s still

o

indistinct. The New Dlalog has become a whisper; the Secretary's

trip to Latin America scheduled for April was postponed
because of the Viét Nam crisis. A regumption of the meetings

of the Working Group on Science and the Transféer of Technology

) seenmns llkely after his visit; the atmosphere is also

<

improved by favorable Latin' reactlon to gatherlng ev1dence of -

a more forthcoming U.S. policy'on normallzatlon of relations

with Cuba within the Hemisphere. This latter factor was

an unspoken ground for the postponement of the March 1975

N
R

foreign ministers meeting.

-~

D 1
“q A lack of understanding of our governmental process

seems to stimulate some less-debeloped countries' actions,

like the abrupt‘postponement of the foreign ministers meeting.

The Department of State had recommended against the portion of
the Trade Act the Latins Found offensive, but had not way

to redress the griebances expressed over the Act except to

4
n>

promise to press Congress for repeal.
The Government as avwhole plays- a relatively small .

d1rect, official role 1n trade. relatlons between U.S.

>
. 1

" corporations and their foreign customers. It does, however,'

é H s
&

possess more moral power than is generally recognized, which<
,e ’ ¢

«
* . o~
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it can exercise effectively as a catalyst between industry

- -

and foreign buyers, as a referee in disputes and a&'a’pershader.

v

It also fulfills, roles as a pufveyor of infdrmation and
proprietary'or pétent rights developed with government
support, as a major performer. of research and development

pertinent to°developing countries' needs and as a traditional

arranger of educational and training programs for foreign

teachers, workers, managers ané governmental officials.

* The U.S. has taken direct actlon by concludlng formal
intergovernmental agreement§ for-sc1ent1f1c and'techological
cooperation with 17 countriee and aleo has a large number -of

< - L] .

agreements “and memorandg‘of understanding in .force between
»

agenc1es here and abroad.

The Agency for Internatlonal Development (AID) contlnues

to administer an effective program of technical a551stance,

s o

much of which is dlrected toward the essential establlshment

of the infrastructure--schoois, roads, utiiities, standards,
. ¢ 1 ‘ .

research institutes, training programs and .science policy

e

apparatus. ° ,
= N . N ) .
American products are exhibited at trade shows sponsored

Y

. !
by the Department of Commerce. Theé Department als? arranges
Kl 3
missions for manufacturers and technical information seminars
» ° )
about new product areas such as cryogenics, food processing

and communications.

The U.S. government represehts the interests of

I

-




n ‘Americ¢an business as well as American foreign policy in

* . * o> * * 3 13 * *
. - international forums discussing a bindimg®international

fr

code of conduct for technology transfer. It generally
_favors the adoption of nonblndlng quldellnes rather than a
legally binding code, guidelines that would also take 1nto

account the point of view of the exporter and the responsi-

bilities of the importer. , '

We seek full national treatment for U.S. investment

abroad; that is, that U.S. companfés be 'subject to the same-
. .

) ‘ ] * 3 o * -~
laws and enjoy the same pr1vxleges as local firms. The
Amerlcan Ambassador abroad and the State Department at home
take the initiative in seeking to resolve dlsputes ‘between U.S.

companles and foreign countries or companles.

”

Tax treaties with other countrieg reduce the tax for
non-resident_investbrs, reduce double taxation and assure

non-discriminatory treatment for nonresidents. We have

K

few so far with developing countries.
The U.S. Government takes the view that antitrust law

. » * < » 2
is a powerful tool for controlling over-restrictive business
" . - . . r
practices of American companies abroad.

-r

SUMMARY
The transfer of technology is more important in inée:—
> . °
national relations than just its monetary value would

suggest. Transfer té advanced countries:can be related to

political objectives; emerging countries stress their need

v
- . +
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ix of technology for development, but press for advantageous

2

;erms: Many transfers are controlled by law for purposes of
‘national security and foreign policy. It is difficult *o
? assess the long-term impact of technology transfer to the United

States because .its definition, evaluation and regulation are

3

so imperfect; the subject deserves greadter attention from
government, industry, labor and universities. Threats to

the U.S. economy are probablycnot great because of the\ -

dlfflCUltleS importers have in integrating technology 1nto 3 .

[

their productive establishments. (Euture transfers to developing
C . R
countries will most likely be made under stricter regulations -

- or guidelines imposed by importing nations acting éogether’in

Fal

international organizations. -

4
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