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Through WIPO’s efforts, intellectual property assets--patents, trademarks and copyrights--are easily obtained throughout the world.  The topic of this discussion, however, is how WIPO could contribute to or encourage transfer of proprietary technology to developing countries.  While also an asset, technology does not have the same legal characteristics as intellectual property and to have a meaningful effect on its transfer, WIPO would have to expand the scope of its activities.
Perspective
I have been asked to bring to this discussion my 30 years experience in commercial IP and technology transactions.  By representing licensors and licensees in domestic and international IP and technology transactions involving diverse technologies and industries, I have developed an understanding of the interests and concerns of holders of proprietary technology.  This paper presents my views on the topic in a generic manner.  Obviously, specific fact patterns may require different approaches than mentioned here.
Background
As a predicate to discussing a role for WIPO in promoting or facilitating transfer to developing countries of proprietary technology, we must consider where such technology originates and the motivations of the entities possessing the technology.  

In terms of definition, “technology” comprises trade secrets, know-how and other proprietary business information.  While the formula for Coca Cola is certainly a trade secret, also of value to the Coca Cola company is the know-how it has developed over time for filling, closing and packaging bottles and cans and the proprietary pricing and marketing strategies that are used to compete worldwide.  Unlike patents or copyrights which may be obtained independently of any practical application or market value, most technology is developed in response to business needs, requires considerable investment of money and of time in trial and error, and provides the owner with a competitive advantage in its business.  Technology, therefore, is generally a valuable business asset that gives the owner a competitive market advantage.  A company would transfer such assets only if the benefits outweigh the risks. 

There are two significant risks associated with transfer of IP or technology.  The first is creation of a competitor.  The statutory IP is used to exclude competitors.  Technology, so long as it remains proprietary, provides a competitive advantage over those who do not possess that same information.  Thus, a company transferring IP rights or technology will try to do so in a manner that minimizes current or future competitive harm.  For example, the company-licensor will seek to contractually impose on the recipient-licensee market and geographic restrictions that prevent the licensee from using the IP rights and technology in competition with the licensor.  Such field of use and territorial restrictions are common in commercial IP and technology transactions, but they are only effective if enforceable.  The fair and uniform application of law to such transactions is often an important consideration in deciding to take the risks associated with IP and technology transfer.
The second significant risk is loss of the IP or technology.  An IP licensee has a greater interest in challenging the validity of the licensed IP.  It is generally accepted that the licensor cannot contractually preclude a licensee from making such a challenge, but the risk of such a challenge is always a factor in deciding to grant an IP license.

The risk of loss is much greater in a technology license.  Unlike IP which is statutory and often difficult to invalidate, rights in technology arise solely because of its relative secrecy.  Transferring technology to another company risks loss of that secrecy.  The only vehicle for maintaining the value of the technology despite the transfer is contractual confidentiality obligations and use restrictions.  Such obligations and restrictions are only effective if the recipient-licensee diligently complies.  For this reason, the technology owner is reluctant to transfer valuable technology to a company with an unknown or unsavory reputation or to a country where such contractual obligations are not effectively enforced.
A company will assume the risks if they can be minimized or if the benefits are greater than the potential losses.  For companies that hold IP and technology for its competitive value, monetary benefits alone may not justify the risks.  For example, a company that does not exploit its IP and technology in all geographic markets might be willing to transfer technology to a licensee in a geographic area in which licensor has no market provided there are effective mechanisms for preventing competitive harm in the geographic markets in which the licensor is active.  
The extent of such geographic protection is subject to negotiation.  Where the technology is currently being employed by the licensor in a particular market, geographic protections could be limited to a reasonable period of time and to certain products or fields.  Such negotiated limits normally reflect business and market realities and may be accommodated with variable considerations.  Often limited geographic or field restrictions for the benefit of the licensor do not cause harm to the licensee where the latter will require time to assimilate the technology and to satisfy demand in its own market.  
Imposing limits on field or geographic restrictions by law will skew negotiations away from purely commercial terms.  Technology owners generally understand application of competition laws and can accept terms that avoid violations of reasonable, consistently-applied competition laws, but laws designed to benefit one party without regard for commercial realities discourage technology transfer.  

An IP and technology owner will become reluctant to license when the proposed licensee refuses any restrictions which are designed to reduce risk to the licensor’s markets.  In that situation, the licensor may reasonably conclude the proposed licensee intends to profit from the licensor’s lost sales rather than from sales in the licensee’s own country or territory.  
Most technology owners approach an opportunity to transfer IP rights or technology as a commercial transaction, even when the proposed licensee is in a developing country.  In a commercial transaction, each party has interests that must accommodated.  The licensor, in recognition of the obstacles faced by the proposed licensee, may accept delayed monetary consideration or consideration in other forms.  The licensor may also permit a sales territory that, with reasonable diligence, will permit the licensee to recover a return on its investment within a reasonable time.  But, the licensee cannot expect flexibility on terms if the end result to the licensor is a loss of market share to the licensee or its customers.  
Companies in developing countries may lack experience in technology transfer and negotiation of the terms.  This inequality in experience may be overcome by training and practice.  Experienced licensing professionals understand the value of a trained opponent.  Negotiation and execution of a technology transfer transaction is considerably easier if both sides understand the process and the options.     

From the perspective of a technology owner, commercial transactions are with other companies, not with governments.  Governments have a different agenda and are not concerned with commercial realities.  Technology owners understand government encouragement by funding, tax incentives or relaxation of export/import or regulatory regimes.  That encouragement is between the government and the company located in the country.  Where, however, a technology transfer transaction becomes a three party negotiation--licensor, licensee and government--the technology owner is less comfortable.  

Possible WIPO Contributions

Education of Companies in Developing Countries
To encourage technology transfer to developing countries, WIPO could establish a program for identifying companies in developing countries who are willing and capable of assimilating technology and for educating such companies on the commercial realties of technology transfer.  Experience with Chinese companies illustrate how quickly a company can learn to negotiate with a technology supplier for terms that reflect and accommodate the interests of both parties.  WIPO has an existing program for teaching licensing principles which could be expanded or directed to companies, in lieu of government agencies, in developing countries.  The focus of such a training effort should be to bring negotiators for such companies to a comparable level of knowledge as negotiators from technology owners.

Promotion and Matchmaking
Despite instant communications via Internet and widespread distribution of technical information, demand and supply in the area of commercial technology is not well known.  Networking at business conferences and word of mouth may be the principal means used by companies in developed countries to identify technology licensing opportunities.  Some sophisticated companies routinely evaluate the technical literature and published patents to identify companies who may have or may be interested in a certain technology.  Companies in developing countries, however, do not generally show up in these venues.  WIPO could contribute to technology transfer to developing countries by identifying companies in developing countries that are interested in a technology and publishing that information not only electronically, but also to developed country government agencies and NGOs that focus on finding opportunities for technology owning companies.  
Merely as an example, consider the efforts of the U.S. Department of Energy.  It funds development by U.S. companies of energy-related technology (both generation and efficiency technologies).  In most cases, the technology developed in such programs is owned by the company, not the government.  The owner is generally obligated to exploit the technology in the U.S., but nothing prevents the owner from also licensing it to other countries.  Many of the companies involved in such programs are smaller, entrepreneurial companies that do not have an international presence or an ability to identify possible licensing opportunities outside the U.S.  If the U.S. government were to adopt, as a secondary mission, transfer of such technologies to developing countries as a means of enhancing energy conservation,
 WIPO could become the point of contact for identifying developing country companies having the appropriate interest and capability.  Such a matchmaking effort would overcome the communications barrier, and, coupled with WIPO training of such companies in commercial negotiations, would facilitate transfer of technology to companies in developing countries on mutually beneficial terms.

Promote Consistent Application of International Patent Exhaustion
One law and policy area where WIPO could contribute to transnational transfer of IP and technology concerns international patent exhaustion. The patent laws of the various countries are inconsistent with respect to enforcement of national patents against the import of products sold by or for the patent owner outside such countries.  Internally, the European Union has developed a sophisticated legal structure that precludes barriers to parallel imports within the Common Market.  Such principles, however, do not apply to imports from outside the Common Market and the individual patents laws of most Member States in the European Union do not apply international patent exhaustion.
  By contrast, Japan, by judicial decision, expressly provides for exhaustion of a Japanese patent with respect to products placed on the market anywhere by the owner of the Japanese patent.
  The United States, prior to 2001, was generally perceived to apply international exhaustion principles,
 but that apparently changed by court decision.
  I understand, China, India and Brazil are all considering statutory provisions recognizing international exhaustion.  
If a company holding IP and technology could rely on its patents in its geographic markets to prevent import of products made and sold by a licensee in another geographic area, one of the risks associated with IP and technology transfer would be ameliorated.  This might encourage companies to transfer technology to geographic areas in which it has no market.  Of course, from a policy perspective, employing patents to divide the world market geographically may be inconsistent with desired global competition for the consumer benefit.  This policy conflict--encouraging technology transfer to developing countries versus encouraging global competition for the benefit of consumers--is one that could benefit from WIPO expertise.  No matter which side of the debate prevails, consistent and uniform application of the principle would be a benefit to technology transfer.
Of course, even where patents can be used to prevent competition from imports, a negotiated commercial transaction could provide for licenses under such patents in some territories immediately and later, as the licensee satisfies its home markets or the licensor no longer fears competitive in its home markets, in all territories and markets.

Publish Decisions or Explanations of Developing Country Laws
WIPO could also contribute to technology transfer to developing countries by encouraging adoption of laws designed to protect the interests of both parties to a negotiated transaction, including competition laws that reasonably restrain abuses.  Technology owners in developed countries often are suspicious of the laws and judicial enforcement in developing countries.  This suspicion arises from ignorance and lack of available information.  A technology owner, before it transfers important technology to a company in a developing country, would like to some factual reassurance that the negotiated terms of the contract would be uniformly and fairly enforced.  If judicial decisions in the area are either not available or not published, companies are left to rely on opinions of counsel as to application of laws that may never have been applied.  This great uncertainty may be overcome if a neutral organization, such as WIPO, published opinions on or decisions concerning laws in developing countries that pertain to IP and technology transfer.
Summary
In summary, WIPO could have a profound effect on technology transfer to developing countries if it focuses on 

· training companies in developing countries on commercially reasonable terms and conditions for technology transfer 

· encouraging developing countries to create legal and judicial conditions that promote technology transfer and that are consistently and fairly applied 

· encouraging developing countries to adopt reasonable competition laws that will prevent abuses by either party to a technology transfer arrangement

· publishing opinions on or decisions applying laws in developing countries that relate to technology transfer agreements in such countries

· developing and employing systems for identifying qualified companies in developing countries and publishing their technology needs in developed countries

· seeking uniform, worldwide application of laws as they relate to enforcement of IP rights, such as with respect to international patent exhaustion. 
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