¢ Transferring Glass Technology

Why a company decided to

sell technology to noncompetitors
outside U.S., and how it

was accomplished

BY J.P. POOLE*

Since the early 1940s, Brockway Glass has had an
excellent technical development and research &
development program, which has succeeded in making
it one, if not the most efficient, low-cost producer of
high-quality glass containers in this country.

The purpose of this paper is to describe the develop-
ment and operation of a new division created within
the Brockway Glass Company. The objective of the
division was to sell advanced glass container produc-
tion technology to noncompetitors outside the United
States. This plan seemed to be desirable for a number
of reasons. It could produce revenue which would help
support its continuing and expensive R&D program; it
would give Brockway an opportunity to see what was
developing in other parts of the world which could then
give new direction to its own R&D; and altruistically,
it could perhaps help strengthen the entire glass con-
tainer industry against the inroads being made by
competitive containers, such as metal, plastic, paper,
and composites.

One of our major incentives for this effort was the
very successful relationship we had already developed
through supplying technical assistance to Consumers
Glass, Ltd., beginning in 1961—a relationship which
still exists.

My own background was as a glass technologist and
director of Brockway’s R&D. The responsibility for the
development of our International Division became
mine in 1973.

STRATEGY

Stanford Research Institute was hired as a consul-
tant to give us needed direction in the establishment of
this new division, including its policies, structure,
agreement form, and many other such details. The
next step was to make a market survey of all of the
foreign glass companies producing containers in the
western world. It turned out that there were 137 glass
companies in 61 countries, which represented 85% of
the population of the areas studied. Of these 137, 71
companies were already committed. They already ob-
tained technical assistance contracts from other glass
container producers in various parts of the world.

*Vice-President-retired, International Division,
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Of those left, the small companies which appeared
unable to generate enough sales to pay for the cost of
operating a contract were deleted. So were companies
in Africa, the Middle East, and East Asia. The logic in
eliminating the smaller companies is quite simple. It
takes as much effort to teach a glass producer to
operate one machine as it does to operate 12 or 15. All
the skills that are necessary must be taught.

Three Phases

So, we started out, in effect, with 41 potential clients
located in 25 countries. It was decided that the divi-
sion should have three separate developmental phases.
Phase I would be an attempt to sell complete technical
assistance agreements to major glass companies in the
developed world. Phase II would consist of partial
sales, such as pieces of equipment and special techni-
ques which could lead the respective licensee to
develop confidence in our ability to handie a full
technology exchange. Phase III would consider a
development of new businesses, which could include
specialized equipment developed for specialized pur-
poses, R&D for a particular client, turnkey plants,
operating contacts, joint ventures, and, perhaps, com-
pletely new businesses.

SALES EFFORTS

Once a list of glass companies in the various coun-
tries that were potential clients had been established,
the next step was to visit them, bringing current infor-
mation to them on the glass container industry in the
United States, the stages of development of various
R&D projects—both in the country as well as in
Brockway, United States market trends, and things of
this sort. We also presented technmical papers at
various foreign and national meetings which attracted
glass technologists, so that attention would be drawn
to the type of research being done and published by
Brockway Glass.

An international seminar was held in Brockway,
PA., to which management and technical represen-
tatives from 17 glass companies in 14 countries were
represented. At this four-day seminar, Brockway’s ad-
ministrative, sales, technical, and engineering manage-
ment, described in considerable detail, the basic
operating philosophy which is unique with Brockway
Glass. They were permitted to see all of our R&D and
visit a number of our glass plants so as to see our
operation in as much detail as they wanted.

The international seminar was very successful and is
held every three years. Now, its purpose is to acquaint
all licensees that we already have with the
developments that they can anticipate being transfer-
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red to them in the very near future while the potential
licensees get an appreciation of the expertise that is
available to them on a contract basis.

In addition, a special report called NEWS/VIEWS,
which described in detail a particularly interesting
technical accomplishment, was sent each year to a
select group of actual and potential licensees
throughout the world.

The first several years were devoted to developing a
relationship of mutual trust, understanding, and
friendship with these glass companies with whom we
were becoming acquainted. Seeking a technical
assistance agreement is very much like the courtship
that takes place when a man seeks a wife. It eventually
became possible to become familiar enough with the in-
dividual company’s operations to make suggestions to
them to the effect that if they could do in certain areas
as well as Brockway was doing, they could save
themselves a lot of money, increase their productivity,
and increase their profits. This led, in many cases, to
an opportunity to make a detailed technical audit
utilizing a team of staff specialists from Brockway
who would study and evaluate the potential client’s
plant in great detail.

Detailed Report

From this, a detailed report was prepared which
compared various significant parts of the production
operation of Brockway to those of the company being
investigated, showing the savings or increased profits
that could result if his operation was as efficient as
ours. If the audit showed that the improvement that
could be expected was not sufficient to pay for the ef-
fort of technology transfer, no agreement was even
sought. Agreements had to be cost-justified.

Fees are primarily based on the savings that could
accrue over at least a five-year period combined with a
complete knowledge of the cost of managing the con-
tract to make the technology transfer. Generally, it isa
percentage of the net sales of the company to whom
the technology is being transferred.

The fee schedule varies, depending upon the amount
of help that is needed and the amount of effort that will
be put into the contract, so that each agreement is
distinetly different from any of the others. All of them
have a term of at least five years in order to guarantee
a complete transfer of the needed knowledge.

NEGOTIATIONS

Negotiations, of course, start when the client is con-
vinced that an association with Brockway is going to
be to his advantage. Since each contract is different,
because the exact needs of each particular licensee are
different, it is necessary to define in detail the
technical assistance to be rendered, a list of the techni-
cal services to be performed, a definition of the train-
ing, the term of the contract, Brockway’s responsibi-
lity, how patents shall be handled, exceptions to each
party’s obligations, confidential treatment, exclusivi-
ty, Brockway’'s compensations, applicable law, govern-
ment approval, successors, notices, and the place of
performance.

The contracts usually include two audits or eight

manweeks of service performed in their plants at our
cost each year. The purpose is primarily to permit us to
monitor the progress under the contract, so that train-
ing adjustments can be made and efforts redirected, if
necessary.

In general, all the training is carried out in Brockway
at no additional charge to the client. Additional time
beyond that which is specified in the contract, that in-
volves training away from the normal workplace of the
staff trainer, is charged to the client.

The client is also charged for drafting services or ser-
vices which were not anticipated in the original agree-
ment, but which he requests or requires. These addi-
tional charges are simply travel and living and their
salary plus 150% of base salary.

OPERATION OF THE CONTRACT

Each contract is assigned a Contract Manager from
Brockway and a Contract Coordinator from the
client’s company. All communication passes between
these two people and is copied and redirected by them
to the intended recipient. This is essential if the
technology transfer is to be completely coordinated by
both sides.

The first stage of & contract is to bring the top
management, line supervisors, and technical people to
Brockway for a several-week exposure to our methods,
procedures, plants, people, and facilities so that they
will be convinced themselves that the technology that
is about to be transferred is working and will work in
their plant as well. It is essential that the management
of the client’s company make the employees under-
stand that the new procedures they will be taught are
to be utilized and practiced. It is also necessary that
the training that is to be carried out produce no sur-
prises to the management of the licensee, as they will
have been made familiar with what will be taught by
their own exposure to it.

Training programs are then set up and the necessary
equipment, which is needed to start portions of the
program, are obtained and the transfer of technology
begins. The training must be done in a proper order
from the beginning of the operation toward the end, if
it is to be effective. Very seldom is it possible to train
someone in just a piece of the operation and have it
beneficially affect the entire operation.

Training is normally done in Brockway facilities, but
a follow-up at the clients’ plants by the trainer or by
additional audits is essential. Training periods can
vary from a week to years depending upon the skill
that is being transferred.

Routine communications are established, between
the two coordinators, daily by telex, phone, and as well
by monthly project and progress reports. The clients’
plants and company are treated exactly the same as
any Brockway plant. We assume the same responsibili-
ty for success with the technology transfer to the client
as we do to our own plants.

The contract manager works in such a way that con-
tract renewals are likely because of the continual
development, improved technology, and expanded ser-
vices which include marketing, long-range planning,
facility planning, principles of cost-accounting, etc., to
the client. It is necessary to become an essential in-



gredient of the licensee’s continual success. It is ob-
viously less expensive for him to use our research and
development, and staff than to develop his own.

In addition to full agreements with glass container
producers, we have executed engineering contracts for
complete plants, parts of plants, taught composition
control techniques, and done trouble-shooting for fiber-
glass and flat-glass operations, and for glass con-
tainers. Actually, glass production techniques from
the raw materials to the beginning of the forming pro-
cess are quite similar. They are treated, however, in a
very dissimilar way by the various product manufac-
turers.

After 10 years, we are still in Phase I, but working
well into Phase 11 and are beginning to implement

Phase IIT of our original plan. So far, it has been very
gratifying not only to Brockway but to our clients.

As of this date, all of our clients have renewed their
contracts, our first having extended for over a period
of 20 years. We have taken a small equity position in
several companies but that is not a requirement of our
agreement. We are serious about supplying our help.
Brockway has the reputation of being second to none
in its glass-container technology. Our international
peration permits us to see what is going on in the
world, to predict for our friends abroad what will prob-
ably happen to them, and it helps pay for our own
gignificant R&D effort which helps us to maintain our
high level of technology.
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