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                                      INTRODUCTION


Perhaps the most significant happening in the  second half of the twentieth century is due to become effective on December 31, 1992, the  elimination of hundreds of border restrictions on goods, services, labor and capital between twelve Western European countries and the establishment of uniform procedures and practices for the entire Western European Market. This event has been designated by the media as "Europe 1992" even though it won't actually be operational until 1993. We will conform to the accepted practice and when we discuss ‘Europe 1992’, we will be referring to this process.  When we refer to “European Market” we mean the effects of the removal of restrictions and the economic consolidation which will result.


This process of free trade and its subsequent inevitable economic consolidations once started could well  begin an irreversible political consolidation of Europe that could result by the mid twenty-first century as the long awaited "nation of Europe."  The effects of the consolidation have already started to be seen in the mergers, acquisitions, and restructurings of European businesses as they attempt to jockey for position in the new open Europe that will exist in 1993 and thereafter.


What are the implications of this removal of border restrictions and the application of uniform standards throughout the Common Market? Books are being written about what will happen and how companies should cope with this monumental change. In this paper we examine the implications of Europe 1992 upon only one particular  area of study:  technology transfer to and from the countries of the Pacific Rim.  We will review what will change,  what will not be affected by changes planned for Europe in 1992  and the resulting implications for  technology flows To and From the Pacific Rim countries.
                                                    Europe 1992: What it is:


The European Single Act which was adopted in 1987 reaffirmed the member countries commitment to an European Union; provided for institutional reforms involving the European Council, European Parliament, European Supreme Court, and the Council of Ministers; and provided for initiatives for a single internal market It is this third item that has the most significant economic implications as it removes obstacles to trade barriers between member countries.


Effective December 31, 1992, the flow of capital, labor, goods, information and services between member nations will be free, unrestricted and without border obstacles. The key changes include:


•  abolishing all frontier controls that hinder by red tape and paper work the efficient movement of goods and people within the Western European Common market.


•  removing thousands of often invisible trade barriers caused by different national product regulations and technical standards and the creation of uniform standards, environmental  laws, health ,safety and product regulations across Western Europe.


•   bringing greater uniformity to all nations' excise and value added taxes and exchange controls


•  freeing flow of capital so money can move anywhere within the common market; abolishing exchange controls; eliminating differences in property and bankruptcy laws; liberalization  of financial  market securities to achieve a single European financial market


•  recognizing the rights of workers and professionals to hold jobs anywhere in the European Market; removal of residence requirements; providing intermarket respect of diplomas; uniform conditions for licensing of professionals, their certifications, and mutual respect across borders. 


•  removing  licensing restrictions in banking and insurance and the introduction of competition in air transport   


The expected results  will be increased economic growth without  inflation, rising employment and industrial production, increased competition and lower prices to consumers, more economic and industrial efficiency, lower public sector deficits and improved external trade 


Three major problems are foreseen with the 1992 acts: 1) member states must still implement the policy decisions, 2) delays by various countries could result in uneven and delayed uniformity after the 1992 deadline, and 3) there is tremendous political pressure being applied to utilize this event to carry out socialistic wishes.  There is an inordinate amount of attention being given to the details of the implementation but very little on the policy level; this is analogous to designing a bridge but having no idea of where to put it.

                                                    Europe 1992: What it isn't:


However, despite the nearly 300 legislative acts to become law as of 1993, some items crucial to an Unified Europe, an "United States of Europe" will not be implemented . These include:


•  no central bank


•  no common currency or uniform financial policy


•  no common sovereignty


•  no central language


•  member states' social legislation not affected



Nationalism will still be strong. French, German, English, or Italian have deemed themselves as such for hundreds of years are not likely to become 'European' overnight and put aside their ancestry and deep rooted regional feuds. Germans will still be Germans first and Europeans second. There exists little analogy between Europe 1992 and the consolidation of the thirteen colonies into the United States of America. The thirteen colonies had a common language, had successfully prevailed in a common war, and had a common heritage. The oldest colony had been in existence at most 150 years prior to the revolution. To compare the thirteen colonies to twelve European countries with as many languages, cultures, and over a thousand years of ingrained ethnic rivalries is simplistic. The consolidation if it were to occur (and 1992 does provide impetus) will require decades if not an entire century to jell. Regional languages will still dominate.  Language barriers and cultural differences together pose an interesting potential phenomena.  If barriers tumble then marketeers should not consider areas per their sovereignty (for example Belgium, Netherlands, or France) but per their common language and cultural ties: marketing regionally. One regional market could be France, French speaking Belgium, and the French speaking part of Switzerland.  And likewise creating other similar regional cultural zones throughout the new European Market.

                               Implications for Europe resulting from 1992:

A very strong and highly likely implication arising from the 1992 consolidation involves those countries not yet integrated into the Western European Common Market. These include the current EFTA countries of Norway, Sweden, Finland, Austria, Switzerland, and Iceland. It is extremely likely that these countries will eventually join the Common Market (for competitiveness sake) or risk becoming isolated and left behind economically (an island of want amidst the plenty). The  Austrian Chancellor has already publicly indicated Austrian interest in joining; Norway is taking a hard hard look at events south of it. Finland is prohibited to join unless the USSR gives its approval; if glastnost continues apace then Finland might very well be given the go ahead to join.


In addition, this immense economic powerhouse (including the six likely future member countries they would together be the greatest economic power in the world) has already provided the potent incentives for Eastern European nations to become more capitalistic and democratic. Where free economies go, free politics can not help but follow. What the West has not been able to achieve politically and militarily may well have already been accomplished through economic means -- the unraveling of Eastern Europe during the winter of 1989-1990 and possibly the cleaving of Eastern Europe from Soviet hegemony. Hungary with its position as the most progressive (capitalistic) member of the Warsaw Pact, and its historical relationship with Austria, seems well aligned to be the first Eastern European nation to join the Western European economic bloc--an event which could well occur before the end of the century and given the speed of events in Eastern Europe might well occur before 1995.  The joining of the other Eastern European countries will take longer and probably not near the turn of the century or shortly thereafter but given current events, this too becomes almost inevitable.


Within the current Common Market, An immense amount of mergers, consolidations, and industrial restructurings  will occur between now and 1992 and  more so after the barriers have been removed.  There now exist large numbers of small nationalistic concerns protected within national borders. Their existence has been largely dependent upon national protectionism and a near monopoly of the small national market. With the advent of  Europe 1992, many of these inefficient concerns will go out of business or be merged into larger firms. It is felt that after all the consolidations have occurred, there will tend to be an oligopolist structure on the order seen in the US ( 3 or 4 major European based concerns instead of the 12-20 competitive firms within the same industry as is seen today).  Those companies that do survive the consolidations of the nineties will be tougher and more competitive in nature, and much more aggressive opponents for their US and Pacific Rim competitors. They will be more streamlined, cost conscious, and marketing focused.


Efforts by American and other non-European based firms to enter the Western European Common Market within the next 3 years should increase drastically.   Those firms with plants and subsidiaries existing prior to 1/1/93 will more likely be grandfathered and considered legally European.  These non-European Firms will enter the market as a hedge against possible protectionist policies that may result afterwards.  It is a type of insurance policy; if a firm has an European based facility and the protectionist walls go up, great you're in and no worries; if nothing happens you still have a European presence and a chance to share an immense market. Either way you win. Merger and acquisition action is quickening; The longer one waits, the less desirable of partner one will be inclined to get. And so, the rush is on now to find partners.


Multinational firms doing business within Europe will be required to have up to 80-90% of their products composed of local content (that is, supplied by firms based within the European Market) to be considered a local supplier and receive all the benefits of the lowered barriers. A Japanese copier firm importing copiers made in the United States was claimed to be in actuality an assembly plant and not a manufacturing site and thus denied the benefits of having local content. More such cases and rulings will occur. This will result in an economic boom as manufacturers seek to find local suppliers or have their suppliers also build plants in Europe. Export driven countries from the Pacific Rim will be pressured to locate plants (not just assembly but full production facilities) in Europe to fulfill the local content restrictions.


Some version of "Fortress Europe" will likely be constructed; there exists a high likelihood of some degree of protectionist tendencies being erected by the European Common Market. . . especially towards the economic dynamos of East Asia (many targeted specifically at Japan). Quotas and Local Supplier Content restrictions will likely be used to protect specific vulnerable but critical European industries.  In addition, great effort will be exerted to substantially open up the well protected markets of the East Asian nations.  Free trade is two way trade and the new Consolidated Europe of the 1990's will have sufficient economic power to open up those markets currently locked/protected in one fashion or another. 

                                                      Technology Transfer

The concept of Technology Transfer concerns the idea of technology being transferred from a technology provider to a technology recipient. It usually is not a one way process but one which usually involves a reciprocal exchange between the partners to the transfer. Technology transfer  means the process of transferring a technology . . . a technical process or product within a given system or between systems with the aim of reducing the gap between potential and actual utilization of a technology. It can also mean the transfer, absorption and assimilation of an advanced (process or product) technology flowing from a multinational company to a national commercial firm .  

 
Sometimes the explicit objective of an international transaction is technology transfer. Other times technology transfer is merely a side effect of the purchase of a good.  In either case the end result is technology being transferred. Although in this paper it is considered in the sense of international transactions, it could also be domestic in nature. Domestic firms constantly engage in technology transfer when they purchase products from each other, trade patents, license each other's technologies, cooperate in joint ventures, examine competitor products, or subcontract services. 


Technology transfer can also be viewed as commercial versus non-commercial.  Commercial technology transfer concerns the purchase of tangible goods and intangible knowhow in the for profit sector of the economy. Non-commercial technology transfer generally occurs in the public goods area and is promoted by governmental and non-private agencies.  Another Technology transfer dichotomy can be tangible goods versus intangible services.  Services are not as easily restricted at borders as goods.  This makes services a particularly good choice for labor intensive third world endeavors (for example software programming in India).   Technology transfer can also entail the acquisition of free knowledge (scientific or government information usually obtainable easily and freely) or proprietary knowledge (technical knowledge protected by patents or trade secrets either expensive or not obtainable at any price).


The problem of technology transfer may appear to be an issue that can be transacted and negotiated between two organizations, one of which possesses the technology while the other seeks it.  However simple this may appear, it is readily recognizable that the technology transfer problem is quite complex and difficult to comprehend. Modern technology is mandatory for many productive processes but its infusion (transfer) is expensive in terms of foreign exchange and often requires far fewer jobs  than the alternate labor intensive processes it replaced.  One of the problems involved in technology transfer is technology fit, whether or not the technology is appropriate.  The choice of technologies by multinationals seldom match the social objectives of the less industrialized host countries. Usually multinationals do not make special efforts to modify the technologies to adapt to the system of the host country. The less industrialized countries want the latest state-of-the-art technology with no strings attached; often they get very restricted usage of obsolete or outmoded technology.  The multinationals do not want to give away what they had create at sometimes vast costs; the third world countries claim it is the obligation of the more advanced countries to elevate the less developed countries.  The argument of appropriate technology often is not considered by either party, to the detriment of the host country who may wind up with the elaborate technology but without the infrasystems to support it. This is not an easy issue to sort out but needs constant addressing.


Technology Transfer as concerns Western European countries should be examined on a higher more complex level.  The sophistication of the industrialized countries involved means appropriateness of technology is not relevant for incoming technology but most certainly is pertinent for any technology exported to lesser developed countries.   The majority of technology transfer issues for Western Europe  concern high technology exchanges between East Asia or North America.  Here the issues usually turn on proprietary technology that could provide competitive advantage in a global market.  Technology concerns for the third world or developing nations often turn on patent infringements or prosecuting companies for illegal and unauthorized production of copies (note  the widespread production in southeast Asia of IBM PC and Apple duplicates without license from the manufacturer). For Technology Transfers between Industrialized nations of the world (read North America, Europe, and Far East Asia), licensing, joint ventures, or the establishment of foreign subsidiaries is the norm.


We examine Regional Technology Transfer from the viewpoint of To and From those Countries of the Pacific Rim: These included principally the Far East Asian and South Asian (ASEAN) countries such as Japan and the four tigers of Hong Kong, Singapore, Taiwan, and South Korea; the upcoming NIC’s of the 90’s: Thailand, Malaysia, Indonesia, and Philippines;  Australia and New Zealand; and the PRC--mainland China. Exclusion of the many small Pacific Island states are only indicative of the marginal economic importance they represent.  Exclusion of the United States is not meant to ignore America as a Pacific Rim country but to recognize that in itself (with Canada and Mexico), analysis of the Technology Transfer implications vis-a-vis the North American Countries  and he European Market is worth a separate paper. 

                                                               PROPOSITIONS:


 We speculate upon these propositions occurring as a result of the 1992 effects on the  European Markets and impacts on technology transfer to and from the European economic entity. These propositions are given in three groups in chronological order from those concerned with the short run effects  (1991-1994),  those concerned with the medium range (1995-1999) and finally those of long term effects (2000+, into the next century).


Since the resulting huge internal market formed by the lowering of national barriers will exceed that of the United States (in terms of number of consumers while its GNP will closely approach that of the US) and the likelihood that all the remainder of West Europe (particularly Western Scandinavia, Iceland, Austria and Switzerland) will join the  European Market out of necessity with a high probability of the newly freed Eastern European countries inevitably joining thus giving the new European Market both a population far surpassing the US and a larger GNP , the rest of the world can ill afford to ignore the world's newest and most importantly, its largest and richest market.  Adding to the high likelihood of protectionist walls that will be created by the new European Market, it is therefore probable that a vast inflow of technology will be forthcoming to the European Market.  Multinationals, particularly those based in East Asian countries and the United States can ill afford to take chances with such a huge market potential and as an insurance measure will establish a significant base/presence (facilities, divisions, research establishments) within  the new European Market. 



                                Short Term (1991-1994)

Proposition 1:  New Plants and state of the art technology will flow to the European Market during the next decade (1990-1999) as a means to insure against any protectionist walls that may be erected by Europe and to share in the large  European marketplace. The Flow from the Pacific Rim countries will be high as those export driven economies can ill afford to be locked out of the world’s largest market and must make accommodations as necessary.

Proposition 2: Once the border restrictions  have been removed (1993), technology transfer between member states should become extremely fluid and should approximate the interaction found in the United States, analogous to interstate commerce. 


 We believe that the opening of previously protected national markets within the new European Market will result in tremendous merger and consolidation activity that will continue apace throughout the nineties and will not settle down until close to the end of the decade (until the year 2000).  This activity, the digestion of the acquisitions, the penetration/saturation of new markets and the resulting concentration of resources and attention upon Europe itself has profound implications for technology transfer and its behavior towards the rest of the world.  For the nineties  we would expect technology transfer activities from Europe to decline relative to that previously seen and much less than that expected if the 1992 acts had not occurred, though not  completely devoid.

Proposition 3: The Flow of technology out of Europe during the decade of the nineties should be lessened due to the consolidation efforts and activities occurring within Europe as a direct result of 1992 since the majority of Europe's attention will be internally focused.



                              Medium Term (1995-1999) Effects


 Transfer of technology from the European Market will still occur but to a lesser magnitude. The major implication here is that if there exists new technology in Europe desirous by the rest of the world, it will be up to American or East Asian or other Non European Multinationals to seek it out and make arrangements for its transfer.  European firms will tend to be so preoccupied with consolidation efforts and the opening of new Markets in Europe (especially if Eastern European countries join and fulfill the vast potentials they have) that their attention and efforts overseas (although still occurring) will be minimized.


We could also expect to see higher levels of protectionist barriers erected against  East Asian (and other Pacific Rim) imports and a more restrictive European policy on technology transfer to those countries. Although barriers will still exist for United States, there exists common bonds and agreements with North America (namely NATO and common cultural heritage) that do not exist with the East Asian Countries. This should tend to have Europe go easier on the United States then with East Asia. However, Technology Transfer from Europe towards both will be lower during the age of European consolidation and a much more lower extent so with East Asia. Unless the East Asian countries (especially Japan) open up their markets between now and the end of European consolidation, there is a full likelihood of a full scale trade war and absolute protectionism against any foot-dragging East Asian country  by the European confederation . 

Proposition 4: We project that during the consolidation process, fear and distrust of  the East Asian (principally Japanese) economic dynamo will cause lingering protectionist activities against them concluding in a restrictive technology transfer policy. This will be refuted only if East Asian firms establish true manufacturing (not just assembly) facilities in Europe and also easing of trade restrictions within East Asia of European goods and services.


Since most of  the third world has little to offer Europe in terms of new technology, we would expect little relative change in the magnitude of technology transfer from the third world to Europe. The same large European market will cause an increase in the importation of whatever technology is available from the third world. However the adverse affect is that the consolidation within Europe should cause attention to third world to be less than otherwise and a negative (less than expected or otherwise occurring) growth of transfer from Europe to the third world.


 Still, Technology Flow amidst the third world countries will be uneven.  Those particular third world and developing nations with historical ties to western Europe will be the primary recipient of any technology and capital transfer from the European Market.  These countries favored would probably be the former European colonies in the Pacific Rim with traditional ties (such as British Commonwealth or French Community).  Technology Transfer from the European Market to Third World will favor these nations. Other third world nations, primarily those in Latin and South American and minor pacific states  will not be highly endowed with trade from the European Market.  Implications here suggests the United States must take the upper hand and continue to be the primary focus of technology and capital for Latin and South American countries.

Proposition 5: Those particular third world and developing nations with historical ties to western Europe will be the primary recipient of any technology and capital transfer occurring from the European Market.

Proposition 6: The United States  continue to be the primary focus of technology and capital transfer for Latin and South American countries and many of the remaining  small  island countries located in the Pacific Basin.



                                      Long Term (2000+)


 Once the consolidation of the internal  European Market industries is completed, acquisitions are digested, and new markets penetrated and saturated,  say soon after the start of the next century (2003 to pick a magical date), external activities and focus by European firms should escalate rapidly and forcefully in both magnitude and drive. The exact timing is dependent upon how long it takes to fully integrate the EFTA, Eastern European, and Baltic states into the European Market.  This may take ten years, it may take twenty.  The Long Term effects will be noted after the assimilation has fully occurred. 

Proposition 7:  We would expect to see a rapid increase in external effort and technology transfer by the surviving consolidated European firms starting early next century, after the assimilation of Europe has been accomplished. 

Proposition 8: Technology transfer from third world should still be minimal though mainly due to lack of desirable technology available in the third world. However, As with the other markets, once consolidation is completed , in the first decade of the next century,  rapid external efforts will be made towards the third world countries, once again in particular those with traditional linkages to Western Europe.


It has generally been acknowledged that innovation within the Western European Countries has been lackluster at best and usually ranks a distant third behind the efforts of the United States and Japan. By whatever measure (Total R&D as a percentage of GDP, Industrial financed R&D, Non-Defense R&D, or Patents), Western Europe ranks a distant third behind Japan and America.  Much of this inability has been due to high levels of bureaucracy, restrictive regulations, and protected national markets.  With the eradication of borders come 1993 in the European Market, the inevitable consolidation of businesses, and the large overall market available, larger more potent competitors will result. 

Proposition 9: Those European based firms surviving the Consolidation efforts during the 1990's will be more competitive, more innovative, and more marketing focused than their predecessors of the eighties.

Proposition 10:  The success of the Europe 1992 process and the resulting European Market which will encompass most of the European continent will be the impetus for the formation of other trading blocs: notably the East Asian and the North American blocs. Out of self defense, these formations will begin to jell during the early years of the 21st century.


                                        Summary

The implications of Europe 1992 could well mean total reconstruction of the map of the world by the turn of the century.  The results of the Single Europe Act has significant implications for technology transfer. The consolidations, digestions, and penetration of new markets resulting from the European Market will cause attention and resources of the surviving consolidated European based firms to be focused on Europe for the rest of the decade.  Technology transfer to the rest of the world from Europe will suffer.  However, the immensity of the new European Marketplace will cause high levels of technology to be transferred from the rest of the world to the vast new European Market. In additions the huge market and protectionist tendencies will result in massive plant construction by external firms and their suppliers. In the early 21st century, after the consolidations have occurred, we predict immense outpouring of technology from the survivors within the European Market, to all points of the world. 

