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TRAN SFER O F TECHN O LO G Y AN D   
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I. INTRO DUCTIO N 
 
The importance of technological change in raising productivity and living standards is well-
known.  Productivity increases are associated w ith lower-cost production processes, higher-
quality interm ediate inputs and outputs, and greater product variety, all of which require 
innovation.  Invention and creation processes remain overwhelm ingly the province of the 
O ECD countries, who continue to undertake the great majority of R&D and to register the bulk 
of patents.  Developing countries largely must rely on imported technologies as sources of new 
information about management, production techniques, and innovative products and services.  
However, considerable amounts of follow-on innovation and adaptation occur in those countries 
and, indeed, this process drives effective technological change in follower nations.1  Thus, both 
the acquisition of technology and its diffusion into the economy are central for productivity 
change and growth.    
 
G lobal policies regarding international technology transfer (ITT), especially intellectual property 
rights (IPRs), have been controversial for a long time.  A prominent episode came in the late 
1970s when efforts were made by many developing countries to revise the Paris Convention and 
establish a Code of Conduct on technology transfer.2  Those efforts were w idely reviled by 
technology developers and multinational firms as poorly considered and antithetical to the 
market processes w ithin which ITT largely occurs. 
 
Since that time policymakers in most developing countries have becom e more amenable to 
reliance on markets for spurring inward ITT.  Technology transfer is generally a complex and 
costly process and both sellers and buyers need some assurances that they will recover the costs 
of their investment in moving information across borders.  M oreover, as discussed below, ITT 
depends on many factors in addition to IPRs.  Countries increasingly recognize that they need to 
fit their IPR regimes appropriately w ithin a broader policy context, including a substantial 
reliance on market forces. 
 
In this regard, the primary recent policy change is the Agreement on Trade-Related Aspects of 
Intellectual Property Rights (TRIPS) at the W TO .  TRIPS commits countries to establishing and 
enforcing comprehensive m inimum standards of IPR protection, w ithout discrim ination 
between domestic and foreign creators.  The presumed benefits include greater incentives for 
both creating new technologies and selling them through more orderly markets.  Indeed, the 
Agreement elevates technology transfer to a basic objective of the international trading system .  
Specifically, Article 7 states as a fundamental goal that:  

 

                                                 
1 Evenson and W estphal (1997) and Evenson (2003). 

2 Sell (1998) describes the politics involved and Patel, R offe and Y usuf (2000) analyze the nature of the negotiations and 
their afterm ath. 

 

 

1 


