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A I D  F O R  S E L F - A I D  

Licences for Developing Countries 
by Werner Siech, Berlin 

I t is no t  good enough  to l eave  the  task  of ass is t ing 
the  deve lop ing  count r ies  a lmost  exc lus ive ly  in the  

hands  of the  gove rnmen t ,  whi le  p r iva t e  indus t ry  re- 
ma ins  for .the mos t  pa r t  aloof. In donor -count r ies  l ike 
the  USA and the  Federa l  Republic  of G e r m a n y  it is 
a lways  the  same few firms tha t  pa r t i c ipa te  in deve lop-  
men t  p ro jec t s  or coopera te  wi th  the  deve lop ing  coun- 
tries. A g rea t e r  d ispersa l  of the  deve l opm en t  aid could 
on ly  be  achieved,  if it is poss ible  to a w a k e n  the  ini- 
t ia t ive  of bus iness  men  and  to in te res t  more  p r i va t e  
indust r ia l i s t s  in the  economic  d e v e l o p m e n t  of young  

states.  

Creation of a Licence Fund 

There  exist  in the  industr ia l  countr ies  numerous  firms 
belonging to var ious  branches  of industry,  which, while  
not  p repared  to make  classical capital  inves tments  in 
deve lop ing  countries,  would never the less  be wil l ing 
to en te r t a in  the  manufac tu re  under  l icence in these  
countries,  p rovided  of course  they  are sure to rece ive  
thei r  l icence-fees in t ime and do not  have  their  

t ransfer  suddenly  blocked. It is these  uncer ta in t ies  

sur rounding  the l icence-husiness  which have  h i ther to  

curbed  ini t ia t ives  in this f i e ld - -and  this field includes  

par tnerships ,  part ic ipat ions,  and coopera t ive  projects  

on the  basis  of a licence, tha t  is to say wi thout  capital  

outlay. 

One f requent ly  hears  the v iew that  it is for the state 
to improve the infras t ructure  and therefore  to f inance 
it by  its own means, whereas  the deve lopment  of 

industry,  t rade and  agr icul ture  should to a large 
measure  be the task  of pr iva te  en te rp r i se - - inso fa r  as 

pr iva te  enterpr ise  exists  at all. It is wi thout  doubt  
impossible  to develop a count ry  economical ly  wi thout  
an  adequa te  in f ras t ruc ture .  It should  be  bo rne  in mind, 

however ,  tha t  major  projects  which, unfor tunate ly ,  are 
f requent ly  projects  unde r t aken  for prest ige reasons, 

r emain  oases  in a deser t ,  un less  they  are p laced  in a 

wider  f ramework  of economic development .  On ly  ad- 
vances  on a b road  economic front  can create tha t  

fertile soil in which a count ry ' s  economy can prosper.  
It is in this context  tha t  the grant ing of l icences to 

developing countr ies  can  be  of va luable  assistance,  

p rov ided  the donor countr ies  crea te  l icence-funds,  out  

of which the  industr ia l  enterpr ises  which grant  the 
l icences rece ive  thei r  fees punc tua l ly  and  wi thout  

trouble.  An  impor tan t  precondi t ion  for aid by  means  

of l icences is, however ,  tha t  the developing countr ies  

are fully informed about  the specific possibi l i t ies  they 

en joy  when  accept ing and exploi t ing licences. 

The means  requi red  to es tabl ish a l icence-fund in the 
donor-count ry  could be provided  out  of s ta te-credi ts  
set  aside for purposes  of development .  For example  
1/4 or 1/5 of the  credits  to be  g ran ted  annua l ly  to 
developing countr ies  could be allocated,  as required,  
to the  l icence-fund, out  of which the industr ia l  under-  
takings rece ive  thei r  cur ren t  licence-fees. The l icence- 
holder  for his par t  pays his dues in the  cu r rency  of 
his own count ry  into a l icence- or c lear ing-account  at 
his s tate  bank  or at some other  insti tution.  The l icence- 
payments  accruing in this manne r  are paid  over  to the 
state where  the l icence or iginated in re imbursement  
of its payments  into the l icence-fund. The technical  
details  of the  t ransfer-processes  are then  similar  to 
those applying to the in te rna t ional  c lear ing procedures .  
Difficulties of an adminis t ra t ive  na ture  should hard ly  
arise when  a l icence-fund is established.  In the  Federal  
Republic, for instance,  the task of adminis ter ing the 
fund could be  under taken,  for a sui table  commission, 
by  the Reconst ruct ion Loan Corporation,  the "Kredit-  
ansta l t  ffir Wiede rau fbau"  (KfW). 

The idea of grant ing  deve lopment  aid in the form of 
l icences and of es tabl ishing a l i cence - fundman  idea 
which the  author  of this  ar t icle  out l ined as ear ly  as 
1962--may have  at first g lance appeared  erroneous,  
but  it was subsequen t ly  t aken  up by  au thor i t a t ive  
organisat ions.  One of them was for ins tance  UNO 
under  whose  auspices a s tudy was publ i shed  under  the  
title "The Role of Patents  in the Transfer  of Tech- 
nology to Developing Countr ies" .  This s tudy contains  
amongst  others  the following s ta tement :  " . . .  a va r ie ty  
of pol icy measures  ranging from domest ic  compen- 
sat ion of patentees ,  in te rna t iona l  funds for this pur-  
pose, equ iva len t  inves tmen t  guarantees  and legislat ion 
against  res t r ic t ive  pract ices  applying to business  
operat ions  abroad,  is at their  (the donor  countries ')  
d i s p o s a l . . . " .  

The Forgotten Chance 

Many  enterpr ises  in developing countr ies  would like 
to profit  by  the  technical  know-how of industr ia l  s ta tes  
t h rough  fore ign l icences.  But they  are  f r equen t ly  un-  
able to do so for the  reason  that  potent ia l  sellers of 
l icences hes i ta te  to grant  them because  of the  un- 
cer taint ies  sur rounding  the  l icence-business  wi th  
developing countries.  Wes te rn  industr ial is ts  would 
wi thout  doubt  show grea ter  wil l ingness,  if t hey  were  
able to h a v e  recourse  to a l icence-fund. Numerous  
en t repreneurs  would then  be prepared,  and in a 
position, to take  advan tage  of the forgot ten chance to 
sell l icences and could by  way of grant ing  l icences 
open up new markets  or recover  lost ones. As far as 
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