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One of the importont functions cf the In~i~p Government's tcch~o1ogy 
1 

pqlicy -i3 td rcg!Jl ~no the p;,yncnts for 'tochn'Jlo. y imports. To pux:suc this 

goal,· the policy provides ~- bro~d guideline f~r ihc cxamin~tion end approval 

of the _payments in th~ propos~d ogrGcrn~nts. The G~vcrnmcnt 1 s intervention i~ 

considcr:oci n~"?ccessn:i:'y to prevent the technology suppliers from ~·~. :-e:~:-,.:r 

11 cxrJr.cs_sivc" price .for t-e-chnology. Thr.irc ·.is, "hoWever·, incre.nsing cri ticicm 

of tho policy in the r:3ccnt yc::1rs · ns it is ccmsi~crcci to limit the supply 
2. 

Df tC!chnology to thu Indian firms. The policy, it is sug£astcd, hi:ls 

prevented Indicn firms from·importing sophisticntcd tuchnology ond has lud 

to the technological stcgnntion of the Indian industry. 

The dcbDtc on the morits and demerits of th~ controls on the payments 

is crucial for tho formulntion nf nn cffcctivu tcchnolDCJ.Y policy. Dun to 

the paucity of informution, howcvt.:r, it ir; 1Jrgu1y b.:~scd on imprcss·ia·n.s. 

This p~pcr, bosed on the NCAER-ICRIER Tcchnul.ogy Study, is nn attorn.•~ ~o 

cnclyso the Indinn technology p01ymronts, It is hoped thnt th:Ci would provide 

n better undurst~nding of tho noturu unci the extent of technology payments 

o.nd would lect.:: to a more informed Ucbote on the subject. Tha paper is b:Jscd 

on n study of more than two thousand agreements ~pprovcd by the Indian 

Snvornmcnt during 1977 end ~nrly 1983 • 

..§£.!;. t in n I 

M:.ior trgnds in tgchnolooy pnymcnts 

Tho p3 ym<>nt s for tuchnology imports <:ro usuDlly mndc in the form 

of 1ump_sum und ioyu1tio3. The value cf lump-sum payments ic fixed nt the 

tim.:J of the ilgrccmunt and is paid during thu initinl st:-~gos of the collabor-

ation• The v2lUc of •the roynlty, on thu othGr hcnd, is linked tc the v~luo 

of pruduct{nn ~nd, thcrcforo, dopondc icrQ~ly on the success of o proj~ct. 

In Indi~ both royc:ity <•nd lump-sum p:oymunts :1r:1 commonly used, The lump sum, 

however, is 'marc; carMn:-;n; 80% u,f the os.rucmt..:n"t3 .::::pprovod during this· p.criod 

The i'Uthor ~..risJ.cs tc -~ci<nco~·JlDdl]...: tht. h....:!lp nf Rcnu 3hntm.lq=r, SolomGn Rllj 
~nd Umo Venkatrrm::n in the prcpnr,ti~Jl of this pnpor. 
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were found to includ..e ,thus6. pnynlcnts. Com pored tn this, roy-::1 ticEi G:rc ·inciud.~d 

•·nly in 60% of the .;::grcur 1tEi. A!l is clor:r from thcoc fi.guros, not r:ll tho 

agrucmcnts includa both Jlt,;t.~ sum and r:Jy:1l·i;ics, In foe-'~, more thnn half of 

the ngrC>omen.ts include Cl'1ly ono farm of payments. ~:hilC> nb~ut 20% of tl!£ 

ngrcqmonts includod only ;cyoltigg. ~bout in 40t' of the ggrccmqnts the p~ymcnt. 

wgs only in thg form of lumo sum (T~ble 1), 

Table 1 

{i) Cases with Roy<•l ty und Lump -sum 

{ ii) t~s"t~s with only Ray,lty 

{iii) ,. 
l..i'16GS with only lumP- sum 

Total 

'· 

The Indian Government closely rc.Jul ... ;tc ·Ch<J 

Numb~r of 
cullnborntions 

. 1 '042 

417 

B87 

2,346 

OTilCUOt of thu lump !::Urn 

44.4 

n.a 
37.8 

1 oo.o 

r:nd 

roy.:ll tias. Thu lump sum p.:-.ym<Jnts arc fixt::d ot u vtJlu;: 111hich is con~idc..rcd to 

take into nccount the current v~luc nf thc tcchnolcgy, but which deus nnt.cxcucd 

o curtain proportion cf the prc;ducticn. :~De roynl ty payments ::ru usui:"lly limi·ted 

to 5% o~ the vuluo of th~ production. Only in ~xccpticnal caoes, whore tho 

technology being imported is difficult to get or t<hero subst:mti-cl cxpurtc arc 
rrtu 3 

expected, a higher roy.Jl ty /is purmi ttcdo 

In view of this policy, it is not surprising· to .fin:O thr:t th~ roynlty 

pcyments in clmost all the ccllubor3tions arc fixed at S% or JnQ~. Only in 

" 1% of the coll~barvtians the royclty r~tc is found to-exceed~~. 
'. 

Ho~·.rcvo-r ,_ : 

within this limit, tho royalty r<Otcs tC>nd tr. be fixed around 5%, only in one .. 
third of th~ coll~borat~ans the rntc is 3% or loss {T~blo 2). 

Tho cases with roynlty r•tus nf mc.;.ru th;:m S% wcra n>JV.:lr many. In :·.h.2 
agru01ments ~pprovcd during 19 56-6 5, only, ~.51;. of thc _cpllrJb.PrGti<Jn 
invo.J.,ved royal tics. c1f more thon 5%. . -- . ... . . 
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TobJ.w 2 .---···--.,.. 

Rcyol t..Y. Nu, of _c ..9J.J...\li.;_o.~; t :i..L.:.IJ.~ ~r; 

1' 1 - 3% 568 38.93 

z. 3 '1 - 5% 879 60.25 

3, Gro<Jtor <!:han S% 12 0.82 

TOTAL· 1459 100,00 

' 
Xt ~ppeT·rs thc.t in tho 1980s ~ higher rut~ of roy~lty iS b~ing p...:.::-m~- :. ·:: ... c 

moru often thon in thd post, \•lhilc in 57\~ of thu agreements appr9vcd beh1cen 

1977-1979 the royalty ~etc was higher thbn 3~, in tho .~980~ this prupcrtir1n 

has increased to 63%. H~wavur, this incraaou 1~oy not nGccssorily inclic~t~ n 

d~finitc trend ¥dr higher roynltics in 1980s. Not cMly thu incrcnsc is nut 

vury siynific~nt, wo also find thot. th3 coll~br;rati6ns ~ith ~uy~lty r~•tL!S cf 

more thon 5\'>habe como down durinry the 19B0s' ( T.Jt>lc 3A ~nd 3B), 

l.oblc 3A 

Y c<Jr Numbc.:r of collwl.Jor::-.ti:L:;;---~----T-;t~ .. -:--. --~ -·--

------"w'"i,_,t.,h.!.. orc.:J·t.~:t_...ib.Qn..~~ ro'..'<J:!._,i:"'---------------

1977-79 297 519 57 

1980-83 594 63 

-----'-------
Total 891 1457 



1977 

1978 

1979 

1980 

1981 

1982 

1983 

Tot<1l 

.. ,-·-----,-·-----------·-
Gru:;tc.:r then 5% 

------·---
64 (41.03) 

.(11.31 

77 (44) 
(13.60) 

81 (43.09) 
(14.31) 

124 (39. 74) 
(21.91) 

65 (28.14) 
(11.48) 

112 (41.33) 
( 19.79) 

43 ( 3t •• 68) 
(7.60) 

566 
( 1 DO) 

89 (57.05) 
(10.13) 

96 (54.86) 
(10.92) 

105 (55.85) 
(11.95) 

186 (59.62) 
(21.16) 

165 (71.43) 
()0.77) 

158 (58.30) 
(17.97) 

60 ( 64. 52) 
( 9.1 D) 

879 
. ( 1 DO) 

Figures in brGckcts indicctc %. 

3 (1.92) 
(25.00) 

2 (1.14) 
(16.67) 

2 ( 1 • 06) 
(1G.67) 

2 (D.6t.) 
(16.G7t 

1 (D.t.3) 
(8.3'3) 

( 0.37) 
(8.33) 

1 ( 0.80) 
(8.33) 

12 
( 1 DO) 

Tnt<.l 

156 
·( 1 JO) 

FS 
~1CC· 1 

16~ 
( 1 1)0) 

31?. 
( 1 00) 

231 
( 1 DO) 

271 
( 1 DO) 

124 
( 1 DO) 

1457 

1977-83. The agreements inve;lving these pcymcnts, numbering ~bout 1900
1 

had on- <Jvcroge lump· sum· payment of about. 28 lokh rupaos (T:oble 4). 
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Y ci"r..J..y_Dist.-i_I:!J.lj:ion uf Avc.r~g ~ _L..!!Jl_p_S_LL~f-~..L.f:.P..U..i:l.l!.!'.l'.:otbn 

u~. l"khl 

Yc.:J.r No. of colln~orctions Tot~l lump sum Av.cr:"lgL: lumF sum 
-----

1977 197 3160,90 16.04 

1978 200 6210,43 . 31.05 

1979 234 3621.56 15 •. :7 

1980 370 1021,2.29 27.68 

1981 315 13252.29 30.38 

1932 422 12823.37. 22.11 

1983 162 3581 .96 - 22.11 

--------- ----------
TDT.il 1900 52892.93 27.34 

V"•"t~ ··y~ -~countod by n smell number of -gr~cmcnts. For excmplo, 73 

agreements \Vi th iump sum poym~Jnts cxc~.~cding ono croru rupc.:cs \·10ro rospan-

siblc for 110); cf thu total pc~·mcnts. If un;.:; cxcluc!as these 73 cases, .. 

comes down to c~ly 17 lakh ru~cus (Tablu 5), 

T~blc 5 

Yecrly D~§itribution of Avcr<::QC Lumr;- sum of Cnl 1 ~:bor~tians 
( C[}Sos ~·Ji th moru th.:-m 1 crcrc .rup~cs r~f lump sum oxcludod) 

( P.:;, lakh) 
Yeo~ Numb~.: of colll)borotibn Tot<:l lump sum l~v,_rcgc lur.;p sum 
1977 193 30.11.90 15.76 
1978 194 4689 .11 24.17 
1979 228 2337,60 10.25 
1980 356 4585.70 12.80 
1981 297 6691.61 ;:2.53 
1982 405 7157.53 17.67 i 
1983 1 o<1 2737..15 17.77 

Totnl 1827 312·~0.93 17.09· 



6 

incrc2s~ in the pust 19\JO p-..!ricd. \~hilc the . H~r::~o pnymt.::nt Juring 1·9Tl-79 

rup~:cG, during 1980-63 it incru;·s~d to m~ro then 30 

rupees .(Tcblu 6)~ 

Tnblc 6 

Variation in Av.cr·~gD Lum.., sum Doh!~Qn . .lJ-11.-JJ and )930-..Q;! 

( r~. W~.~.<h~.~.l_.;_;_ 

Yo~r Numb~r of collnbour..::tions Tot<Jl lump sum Av~rr::~o lump sum 
c;>q;:t:.lfGU -------~U'-':vod 

1 ~77-79 . 631 12993.02 20,59 

1980-83 1269 39899.93 31.44 

Total 1900 52092.95 27.03 

This howcvqr, docs not ~ignify a c~n~r~l ~n9r~o~~ in thu pnymcntn in 

th..J 1900s; most. of it is due -to on incrc..:!sc_ in the number uf colloborcticns 

with very hi.:Jh lump sum p~yrncnt3 in th:: 19CQa. TQe numqr.;r uf oq~.;~morJts ... 

with lump sum poymcnts of one croro cfr murt;, fer cx;:~mp~~, h:1s seen a 

signif~~c~t incrooso in the 19&Ds. ~hilq thc=o wurc o~ly 16 such ccsos 

tlurinc 1977-79 1 tb~ir number incrc;oscd to 57 during the next three ;ond half 

ycnrs. Also, the vuluc of paymcry:ts in these colln:.:.orntiClns is signific~ntly 

highur in thu 1980s; ~-Jhilc the avt~ragu lum11 sum :u.,ymcnto in tho 16 casco of 

1977-1979 was lass i:han 2 croro ,.up.,as, in the 57 c~sus of'· 1900-1903 this 

rupees. 
increased to more thnn 3 cror-· 1 If thcso cDsca with very high J~mp sum 

p~ymenis .'?rc uxcludyd 1 . there- is qnly- o sliCihi: incr?asc in -·the nvgroge lump · .. 
Lefore 

"'-"-"L~J.!l.W."nd vftcr 1900s (from e<:mut 16 lnkh rupees to nbout 17 lakh 

rupcus) (T~bla 71. 
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.lLi!.Li.:.:.i;.i qn ·in Av_u:"' o ~ L UJTI..Il-il..\l.!lL 2!;. 1:..\-LD..£.0. • .12~ 7 ::."l2_:."lJl.f!.....12..? 0~ ...>tfi'!.L... 

.&..xcluding CG~cs with ;.umg sum P.:1ympnts of ~nrc th.-:n ong crr.t'3 !Y.P.\...'us. 

Yenr 

1977-79 

190·0-03 

To"t10l 

{Rs, J.~~bl 
Number o.f collebaril"tions Tr.t~l lump sum Aver•1gc..: lump ~.urn 

615 10D60,61 16.3D 

1 21 2 21161.52 17.46 

1827 3123D.13 17,09 . 

The pro;oortion of call c:bor.,tiuns with f'~Y'''Dnts cxcrJcding 1 0 l<:1kh 

rupeus hos elsa seen ~ slight increase in the 1980s, Whil~ in 33% cr tho 

collcbo.,at:i.r,ns approved in the pru-190D period the poyments 1·urc higher th:1n 

1 D lokh rupees, in the 190Ds 4D% of the ,agrucmcnts \•arc for pnymcnts grcC>t,,r 

th'On 1 D lakh rupct:s ( cc:lculntod from T c:blc O). 

Year 

1977 

1970 

1979 

Yc.or).y Vnriaticn in Lumo Sum Pnymcp·~s ( 1277-0ll 

5 (2.54) 
(6.94) 

7 (3.52) 
(9. 72) 

13 (5,6D). 
( 1 o.D6) 

.... -.~--c~,~~1--;U-;-('06iJ'i:i~--------· 
5D-99 10~-1DDD Hare th~n 

13 (6.6D) 
(~6.25) 

1D (5,D3) 
uz.sD) 
14 (6,03) 
(17.5D) 

122 (61.93) 
(11.96) 

1D3 (51.75) 
(1D.1D) 

132 (55.90) 
(12.94) 

ODD 

57 (20.93) 
(0,01) 

79 (39.70) 
(11.10) 

73 (31.-17) 
(10.25) 

197 

192 

232 

190D 14 ( 3. 79) 
(19.44) 

16 (4.34) 
(2D.DD) 

195 (52.05) 144 (39.D2) 369 

1981 

1202 

1903 

Totd 

11 (3,51) 
(15.20) 

1T.(:,.12) 
(23,61) 

5 (3.15) 
(6.9<:) 

12 (3.83) 
(15.00) 

9 (2.10) 
(11.25) 

6 (3,75) 
(7.50) 

(19.12) (20.22) 

-1 04 ( s n • 79 l 
(10,04) 

201 (1\0,67) 
(19.71) 

03 (51.75) 
(Q,14) 

1D6 (33,07) 
(14.09) 

106 (45,03) 
(26.12) 

67 (41.75) 
(9,41) 

72 co 1020 717 

figures in brnckct indicate·%• 

313 

413 

1ClC4 
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In shcrt, our. d.:1tn sh_cws th~Jt ,_._,hi 1 c the royal tv, r~b~s ~;?preyed Quri.n.g, 

the lr-tc 19lf'J..,s. ···-sod- grrl\t l9D0s b:Jv·:; not S<:!~n ~ny · signi fie ant t:hnngy i..!J.,l._Q..q_ 

r~ccnt ·Vsf·i"'rss ihti 1 uri!,-) sum rc:ymg·nts. hrvo considcrnbl"y i'ncronsCd fn' the 19G0s~ 

The trend of,._f;:rqg lum~ sum g~vmcnts. hb~-.rcvci, ·is -limited ta" a small nu.mbur 
.. 

of "Jc:r~ts. In the_ m~jority of call.:ibur:.tions. tho incrcosc in the lump 

On_c· of tAu impo_r_~.:~_;ti~ ... ul.J~_<Jnts of t.hu Indian Government• s tcchnol'ogy · 

import policy iEJ to encour:""J':]c outright f"Urch~so of i:ochnulogy without· royalty 
5 

pnymonts. This is ~cnaiJcrod ncccssnry for ru~ucing the ~upendcncc of tho 

Indian firms on tho. tuchnclogy GUfJplicrs. Our d~t:~ shows th::Jt the policy 

has been very successful in this rcsr1cct ~nd outright ilUrchnsc of technology 

(without rcy:Jl ty payrnonts) "r~ v9ry c:cmC~cn.. In th" collc,borctinns approved 

during thw let~ 1970• ~nd 1 ?~0G 1 almost_ .-;n.;; ,,f the agrccr.1cnts included only 

lump sum pcymc:nts (S;oc: t"bl~ 1l. 

The.: incr.;nsing tr.:.:nt...! -t:'Gr outright ;'u~·chasc of tcchn~logy, cbmmOn' in 

the ~-c sixties --~md .::nrly £:..;v~ntics, ::lr;-Ju<:.rs to ··hrivc st<.::biliso~ in the recent 

* year ... "We.. (ja nr·t fi.nd i}ny eignificcn't j,ncrc•sc iri-thc ·-number of such ogrec~ 

. ' 
monts duri~g 1977-1903 (T=blc 9 ). 

Accordirtg to anc Gtuqy ·the p:i-op:;:r·tio'n .of such cc'~lOOorotions in 
t'!c lnto sixties and scv;Jnti[:.ls ... ~~-~ .~~s .high us 70% •. 



----·-···------

1977 

1970 

1979 

19GO 

1901 

1902 

1903 

Total 

R•·y<:l ty only 

52 (20.6) 
(12.1) 

s.: ( 12.6) 
(12.6) 

63 (21.1) 
( 14. 7) 

111 ( 23 ·1 ) 
( 25. D) 

59 (15.0) 
( 13. 7) 

56 ( 11 • 7) 
(13.2) 

34 (17.3) 
( 7.9) 

42) 
( 1 DO) 

9 

Lurnp!':Um only 

94 (37.6i 
(10.7) 

00 (31.<1) 
( 9. 2) 

110 (36.9) 
(12.5) 

1G9 (35.~) 
(1·9.3) 

143 (30.2) 
(16.3) 

20~ (43.5) 
( 23.0) 

72 (3G •• i) 
( o. zol 

OTt 
( 1 DO) 

Fig_urcs in br2ckut indic::Jtc 5~. 

Tot"l Br:th royolty 
~n£Llumrsum~--------------

104 (41.6) 
( 10.1) 

121 (47.4) 
(11.0) 

125 (42.0) 
(12.2) 

201 (41.0) 
(19.5) 

112 ( 46 .oJ 
(16.7) 

215 (.:4.0) 
(20.9) 

90 (ol5.9) 
(O.O) 

1020 
( 1 OG) 

250 (100) 

255 (100) 

290 ( 1 DO) 

401 (100). 

374 (100) 

400 (1 DO) 

196 (100) 

2334 

It cpr"crs thnt r.oycl ty poymwnts ere no~< nllo•JOd only in those cases 

wh,.;:rc outric::;;,t rurch~se 1Jf tt.:chn:.,lcgy is nc_t possible rn: where long torm 

ussocintion_with the co~l~borQtor is n~ccs?~ry for thc.su~ccss¥ul tr~nsfc~- · 

. <me.: nb-::r:r;::ticn :'f the t....;chnPlr:l?Y• In th~sc c.-;scs thurc is- no possibility of 



Our interviews with Indian tcchnolcJgy im~ortars suggest that, by end 

l~rge, thoy prefer n long t0rm rclctionshi~ with the colloborctor ~nd sue 

roy~lty ~rrangcmonts as ~ gu~rcntcc of th~ colln20iotor 1 s involvement in the 
7 

projocts. From ;Jur intcrviuws we also kiiO\·J that m:Jst t.::chnnlogy suppliurs 

prcfur to rc~UC8 th~ir involvement and responsibility and profor t~ tronofcr 

c.u+.r-!. ··ht tg:cl-tnology purchnsos h;;s further hcl~.;:cJ the tcchnolooy suonli~rr; _t::._ 

limit their inyplvCmcnt in tho rJroioc~ 

I • 

Thooraticolly, both the lur.~p sum pnymuni:s nnd roy;:;ltics e1ro inter-

chongc~blo, nnd u law payment in onu form c~n be compensated by high~r ~i~ymcn~ 

in tho other form. in other wo±ds, if the tcchn~lngy suppliers consider 

royal t~' payrilcnts to be insufficient, they mrty ch;:1rgc l<1rgcr iump sum p.:y:-nants. 

The rassiblc relationship between roy<J! tics ~"'~ lump sum ;:::~ymcnts is :r:rticu-

l::rly rcl~vrmt in the coso of 1 ndi~. As the GDvcrnmcnt 1 s rcstr~ctinns h::•vc 

consistently ·kept tho rc·y:::lty pt::ymvnto lo~-J, it moy lew,~ the technology 

supplier to: 

(i) prefer lump sum p~ymunts in lieu of or in addition tci 

royalty raymonts; ~nd 

( ii) 'c·'"rga highur lumr. sum p;oymonts to oompensnte fc1r lm• 

rayc::lty rates. 

If such o tondoncy ~xists, we c~n expnct th~t th~ callv:Jorations with 

low roy01l ty paymunts will h.:1Vi.J c higher inciL~onc~ of lump sum payments and 

the letter \'lill be o.f higher vnluc. Intcrst.i.ngly, \'IC do not fim~ any 

r~l~ticnship bptwcqn thg rutc cf roy~lty onU tho amcunt of lumn sum 

JlPl(ments ( Toblc 1 D). 



1. L~s~ them 50 

3.. 1 Uu - 1 :JOJ 

Tot::~l 

11 ( 3 ) 

1 3 ( 4) 

1~G (55) 

13C (30) 

360 
(35) 

11 

17 (3) 

300 ( 5:1) 

226 (35) 

640 
(64) 

Figures in brnckut indicntu %. 

Tctnl 

(12.5) 29 

0 (D) 30 

3 (37.5) 501 

·1 (50) 350 

a 
( 1 ) 

Even more ~urpri~.dngly, we find th;:t the lo\-1 royul ty r.::tcs o.rt'Jij.:.-o 

While JG~ of the 

'-:grccmunts \·dth rcyf'lty r~·.tos U;Jta J~i lv-:J nc lump sum pnymcnts, 26C:.. of:thc.; 

In othor w~r~s the lew r~y~lty rat8s era not foun~ tn b~ nssoci~tcd with a 

Section II 

In s~ctinn I w;:; have l~wscribt;d the nr>turc of tht: technology ;,~yme:;nts 

prcv~lcnt in Indin in tho l:Jtc scv,r.;n·tics on.::! the c;"lrly cighti?S• HJw ere 

those payments rolatu~ to v~rinus nspccts ~f th8 coll~jour£ttion ? The 

following scciion is m~inly ~uvot~d to a diocussion of those rclntionships 

<::nd their implict.tions. 

Tha uc~lu of ~ro~uction, ~he ccRt uf tuchn~iagy trnnsfc: ~ncl thu 

m<'rket of· tllchnolcg!,.' \i ~.r"y consi~~urubly bctwacn in~~uDtri:-:1 Sl,;Ctors <:nd c~n 
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be ~x~ect~rl tc ~ffcct th~ pricu of the t~ch11~.loay. Alsc, the lndi2n 

be rcflcctwJ in the Indi~n tcchn:llgoy ~nymcnts. While the scclc of production 

• 
:-:nd the morkct for tcchnolcqy { i~. terms of thu numb.;r 8f pntont i1l SUjJplL .. :rs) 

is me:.:-~ likoly t~1 influr.mclJ tht:: r.::ta of r8y~l ty_, thu coot of technulogy 

tz-:nsfcr .:-:nd tho Indi'o.11 tcchnnlL.,':":Y ccp:Jbilitica loJCuld 1.'1rgoly influence the 

luw;J sum poym~Jnts. 

\'lo do find signific~nt end intcrcstins difforcn~cs in tho rctcs of 

the mcch:-:nic::'!l scct.Jrs Grc found tf· h:1vu c r.r;.;,Jt::r incidt.:ncc ._,f hinhqr 

rpyqltv r :tuso-In m~ro th~n two thir~·uf the c·~ll~bnr~tions in b~th tho sectors 
' 

a m~jority nf ccll.::b~rotions in ell th~ 3~ct~~rs ~xcu 1Jt electronics anJ 

mochanical cn[inccring ~ro ~lund to hQVC l~ss then 3~~ royalty (Table 11) • 

.r.~ b l..['_J..t. 
fuJ.~tir::nship B;;bvccn_J .. !JL1J~tJ::icl 5cctt.'rs (;Ot.l Hqvgl ty R~tcs 

- 3t1 5~ Tot""~l 

1 • Chcmiccl 93 (1G •• l3) 79 < 9. 01 l 2 (16.67) 174 
(53.45) (45,!,0) (1.15) ( 1 DO) 

2. t·lcchnnic::l 102 (32.16) -103 (.16,01) ' ~ .. (JJ.J4) ~J9 
( JD ,90) (60,c12) (0,60) ( 1 DO) 

J. Me tell Products 54 (0:.5.1) 42 ( ·1· 79) 1 (O,JJ) 97 
(55 .G7) (I)J,JO) ( 1 , OJ) (1m) 

4. Elcctricoi 130 (22,97) 120 (1<\,61) 1 (G,JJ) 259 
(50,19) (.\9,1,2) ( 0.39) ( 1 DO) 

5, Elcctr.'Jnics 23 (.;,06) 53 {'.,C5) 1 (C.33) 77 
(29,G7) (60,CJ) ( 1 ,JO) ( :CO) 

6. r".iscclcnccous 04 (14.04) 171 (19.53). J ( 25) ..,"-
(32,50 (6:0,2G) , 

....... 
(1.1~) ~ "j :.c·) 

TotC'l 56(; 875 
OC) 

12 1 . " . '•· ..... 



for products in these scct~rc nr~~ com~orctiv~ly l~rg~. On tho .;~hur h~nc!, 

the tuchn~lt;!],Y for cl".JctrGnics hns s..Jun r:.:pi:J ~uv.·.mc:.:::J in the roJccnt yacr:; 

or1cl its ~vcilobility is comp~rativ~ly rwstrict.~~;. Also~ the mcrkot f.1r. 

ulcctrG~ic prs~ucts in Indio is tmoll.·. T!·1c r~y.ilty re:tcs in this suctor, 

net surj-~risinsly, arc high. 

Tho lump sum payments nrc rnr.•r<.J cnmmon in the chc:mic;;ls nnd ul~...:ctrc:;,i::s. 

They are cr:~mrorC!tivcly uncommcn in mcchonic~l :·n ~; c:lcctricols ( Toblu 1 2) • . . 

Sue-tor 
Both ruy<Jl ty. Only Only Tutnl 
and lump sum R~:·J'c.l ty Lumr oum 

1 • Chcrnic~l 110 { 32.24) 56 {15.3Cl 1~2 {52.16) 3G6 { 1 00) 
(11•·l7l {13.15) { 2'!.07) { 15. 76) 

2. Muchnnical· 397' {47 .32) 191 <zz.77l 251 ( :29.91) C39 { 1 CO) 
{38.GG) (1;1.0~) <zo.os) (36.1 :::) 

3. Metal P=oC::ucts 71 {42.77) 26 {15.GG) 69 {.:1.57) 1CG ( 1 [)0) 
{G.9~.) {6.1C) { 7.93) {7.14) 

4. Elcctric<Ol 2llS {56.32) 5; <d.o~) 1C5 {20,05) 36.1 { 1 00) 
{19.96) {12.60) .{ 12.£]7) {15,6G) 

s. Eluctrqn~Cs 6Ci (.:0.10) 11 (•;;03) GO (43.79) 137 { 1 00) 
·•· {G •• :c) { 2.5~·) {G.9C) {5.9ll) 

6, Misc8llnn;;ous 170 {31.C9) G: {1~.52) 193 {.12. 79) 451 { 1 00) 
{16.55) {2D,SG) { 22.1 O) {19.42) 

Toti1l 1027 {44.21) 1126 (1J.3~) G70 {37,45) 323 { 1 DO) 
{ 1 CJul { 1 00) { 1 00) { 1 00) 
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['nt~ is th..J lo'.r~.::st. Tho c~Jll~Scr::tir·ns in the muchc.nic'.-:1 L:nginooring suctor 

{ ::hcmic:--ls, c.l .. ctrc~nics, me-tel pr'1~1ucts), :-.vc:r::·.c lurn:-' sums :-trc higher 

(T·:ol.o 13), 

Sectors 

Chumic :Jl S 23.42 ·36;41 3.05 36.35 39.96. Oli • 05 27.40 43.16 

M~chanicc:l f5.17 1 s .51 0,77 24.s;O 51.07 2U.90 27.09 25,05 

~1~t~l Prot!uct 15.50 67.14 23.15 50.52 2.J2 1€'.72 13.79 32.07 

EloCtricnls J,06 0.51 11.66 12,40 35.30 10.-37 13.52 16.07 

Eluctror.ic5 ·.·ft.'.~~o OG.47 1 2 :9,; 42.89 42.07 34.5t 15.11 37.-70 ... 
Nisccll··:n;Jcuo 14.39 .23.5G 11 ,55 2.:.1. 6 2 S.5.G1 17.22 22.50 2-1.44 

•'.• 

To tel 16.05 31 • :JS 15./,7 27.60 42.47 3lJ,60 22.11 29.3'3 

'• 

H-~V:J the_ p.,yncnts in thu v::-.ricus scct~rs cJ'1;1n0-..:: over tho years? ... 
~nJ or~ ~hurc ~ny ~iffcr~nccs in ~hcs~ ch~ngu~' ?.We find that the cvcrng~ 

lump sum p.:!ymunts h:JVc inJ..:cW ch~ngt.:d in the 1 QUOs. \·Jhilu tho avcrt'lgo 

payments hnvc curnc Jown in thw c~sa ~f rnLt~l ~roducts ~ncl electronics; 

they _h::vc incrc:-.scd in ch•...:r:licnls, much:--nict.1 cnc-in:...;cring nncl clcctriccls 

(T~blo 1.:l. 
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Chcnqcs._:l1J th<:! Sor;_t~j.su -[,vcr~rg Lumn Sum 
P~ymcnts B~+.wegn 1977-79 qnu·!>OD-G3 

-----~l'!£r.:..:;,r;. .. L..!!.'!fi...$_tLm_. ( S.;. l:::k h s) 
1977-.7S 1.9~L-83 

~ chnngo 

------·--------------------
3J.JO ·10 .. J:; + <1.5 

1 ,1. 33 30.72 + 114 

Mct<:l P:r:c.....;uc"ts 37.~2 25.3iJ - 33 

Eloctric::lls 9.60 21.20 + 120 

50.0:5 33. c.~ 32 

Mi:sccllun~ous !5. 72 29.09 + OS 

Tnt"l + 52 

Similcr ch~ngcs ~rc absurvcJ in ruy~lty r~tus. While tho pro-

porticn of ccll:-:<~nt<1ticns vJith hiu·n~r r.::~tcs :Jf roynl ty (more than 
' 

3~) hcs goncrnlly incru=scd in th~ 19JUs, this h~·s_sucn ~decline 

-in th~ CGse of mct.::l ~roC.:ucts .::n:..l cl:;c·i;ranics. The ~c-elina is 

pnrticulorly interesting in tl1c case of cl~ctronics where th~ 

proportion of such c::sas hns come c'~;vm f:::om .-:::J;~ to 3t:::-~ ( T:1blo 15). 



Sectors 

Ch""!n~:Jp in thl! P6..~'1~~J ... un.-2-f..._CoJ.lC~b.c:J:.:-_;_i.2.!~s \y'ith Hin!L!.~ 
( moru thno 3iJ . ...1lf...&:~~l i:..Y •• k~twc~TL1i."LI:-.LJ_ ..(·nd.J.:!.t;;.!;!:-Q 

Purccntu.~o 

Chc:nic.:-:ls 15 23 

Mut~l Products 

Electricals 

13G 
(310) 

73 
( 2D l 

( 126) 

1 5 
( 37) 

67 
( 1%) 

297 
( 07~) 

271 
( 567) 

111 
(23) 

91 
( 256) 

39 
( 1 07) 

1 'J7 
( 323) 

591 
(1629) 

43 40 

27 

30 36 

40 36 

34 33. 

31 36 

Figuros in br.-:cknts im:icntc total number of colla~orutions. 

Th~ ~~crc~su in thu ~v~rngc lump sum ~nd rcy~lty r~t~o for motel 

prc~ucts in rucent ycnr is, tG sc~c oxt~nt, = ~cfluction of grc~tur In~ion 

c~pobilitius in thio :-1rL:c. The Indii!n mc:tr:l "in~~ustry is rclntivcly well 

tr1 ~cquir~; ~·~c:ciclizc, 1 kncu -ho~..;. i\lzo 7 thL: ~ovcrnr..:mt 1 s current policy 

c:: 
of ~0r~ittina purch~su cf ri-sings (involvins r~l~tivcly smGll poymcnts) 

have been purticul~rly rL: Lll~r with th~ firms in this 3Cctor. The high 

inci~cnc~ ~~r such c~ll~~cr~~inns is p~r~ly =~=pons{~~~ fur the low lump sum 
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is surrJrising. Tho ~vc=~a~ ri1ymcnts in this soctor h~& ccrnc ~own from 50 l~lch 

ru;JC.zus in 1?77-79 to 3C l:·~h~·in 190G-C3 ltablc 1~). In viu~·J of th.:: in::rc;:;:::;ctl 

the pnymcnts for tcchncltHJY in this f.JL~ctor io s·:;riking. Unless thQ__i,!l_i;.::•.;:n__J,-

ti~Jn.::~.j,_r._. f.Jr t~;chnGlrwl,' __ 5._n this ~L!Ci:~·.r is UfJ..t'urn::in.·J r 5i'lnifi~~.;,nt decline ., 
.in. thl: 19GL•.;;r 1 :""~Ur tJ:::tc su.~~f.i_o'Cq thct ·Ch!J li1;:.:ian clcctrCJnics iQdust;y i~-

11 • 2 

Dur~ticn of an nGrocm~nt c~n be cx~octuJ to have nn impartRnt influence 

on th~ tcchr.::lo1Jy ;·Jnyments. In thu lr.n~er ;;qrccmcnts, \-Jhor~ thw ;o.'1ywcnt~ may 

of the J.ntc 1970s ~nti unrly 1900s; in t!ics.:.: cuLl<:>~~ore:...:"::rns shorter duSion 

~m_pnts, '""t.:nqr<~ll v. invgd,yu sm~1 ": ·.:.-r t<:!chnol.-:Joy .;;::ymcnts. \:ihile only in 

37t of tho short8r dur~tion ngrc~mcntn (ujJto 5 yc~;rs) tho lump sum !lDymonts 

gxcuo•lcd 10 lakh ~UpLos, simil=r pcymcnts nru fcund in 6~% nf the lcncor 

* This is posaibla ,~ tno inJustry. tt1CJDY is ~cro competitive ~nd tho 
t"chnnlogy is huld la9o excl~sivaly then it ·woe in the 1970~· We~ 
howovor,. do nut hove nny definite inf•;rm:~tion on this. 
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Dur;otion 

Loss thnn 50 51-1,00 101-1000 ~lora than 1000 

1 5 years 35 (3) •l1 (4) G:J1 (~'7} .;:JO ( 37) 1 ·J77 ( : ._ . ) 

6 - 10 y~'Jrs 2 ( 1 • 5) 3 (32.5) l~ 7 (32.5) 92 (64} 1 :: ( 1 :. } 

0 0 0 (1iJU) 1 ( ' . ) Marc thon 

1.ll_1LS_n"-'r'-"s'-----. 
Io+nl 37 ----- -T.f- ---··"'6"4"C-- --·---ii~i3 -------·----1?ir. ··- -· 

FiJUrcs in brnckats in~icato ~~. 

Also, while tho ~v~r·:JUu lump sum p;:~ymtmt~ for ccllo:Ja:r ~tions ~"'i th sm:1llcr 

durnticn is ilb~ut 2G l~kh rupo~s, the ovar~~!O nf thccc with l~n~cr dur~ti.Jn 

is 40 lckh rupuos (Table 17). 

1. 1 - 5 ya~.ra 1 J~l3 2G.56 

2. (j .. 1C. 75 

3. More than 10 yo~ro 2 32. 7G 

Total 123G 29.19 

The incit!gncg r·f hi:h~~r ;r~-:11 tips i<; c:.lqq iound to bg nrp."1tgr in thp 

.J...:m~gr Juptic:n anrqctnun.i§.. \·!hill• the: rntc ~f r:::>y;olty is high (more thnn 35\) 
.. 

in 6G~ orthu short rlur~ti11n c~ll~b~r;.tion~, it i~ hi~h in 60~ of the longer 



,,._3{. 

---.-.·-----R ,·JL_c'].j:_y __ 
DuFr::1tiun 3 .1-s;; ~,u::t~r _ Tut.:Jl 

tiE!l5" 

1 • 1-5 yunrs ti Si 1 734 1G 1235 
(39.75) (59 •. ;.;) (U,01) <1u:J) 

" "" G-1Ll yuors t12 92 1 135 
(31.11) (6C,15) (J,74) ( 1 UO) 

3. Gr:.D.tcr th:m 1 l.J 0 1 
1Q yccrs ( 1 00) ( 0) ( 0) ( 1 OU) 

TCJtwl 534 026 11 1371 

We cls~ do not fin:! evidence to cu~gcst thnt tho shorter dur~ti~1n 

of CJrcomunt lcc;.cli:o gruotor rc.:licncu en lump oum paymcnta. In fr.:ct uur 

payments. VJhilo in cnly 21S~ cf the ~hort l:u:;:".;tinn c; 11~bc::-~tions 

thti ~oymcnts nrc saluly in the form of lum~ sum, the JJroportilJn of such 
is 

cnsus in the lonaur r!ur~ticn r'arccmant5 . ,. much hi:,:hc:r; in 36/~ of the 

lon!J t~uratian coll~bar.::.tions. only ~ump sum j'Wyr.lCnts ore includod. 

This, hca'}oVur, doc.::s not sU;_::<Jcst t~r:t th.J !3h,--.rt..;r durwticn cf an 

CHJruomont is i tsclf -rcs;.onsiblt; fnr 1~~so rclic:nco ~;n lum~• sum p<'ymonta 

or 1:-n·mr lump sum V~llUco, nl: thct the rnuion GoVernment I ri ~1nlicy of. 

th_ tcchnrl~gy ~nymunt. The cx~l~nction· !lurbn_.3 lico in thu fnct tbat 

lcnaDr Uur~ticn narcwrncnt~ nrc ~~rmittc•' ~nly whun the collabor=titJn ii 
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In those inst~nc~s the tr~nsfcr C~Gt is likely tn ~c urc~tcr thnn in th~ 

cnscs involving trnn~fur nf st~bilinLJ tcc~nr·~~~y fur c n;~rrGw rnng~ of 

products. The pric~ of the former, net ouriJrisina~- is usu~lly highur. 

Tho sizw of tho tuchnrJlc.gy imrort...-:: m~y influence U•Jth tho maCa -..r:n~ 

th •. amount cf technology puymunts. Tho smell firms Til.:-JY finG it difficult 

to pay high ini tinl p·aymonts :1n.~ ltsoultl prcf"ur· ci thur sm~ll or nc lump sum 

pGymonts. On tho other h~nd, ns the small size wriulcl limit ·firm's s~los · 

and, thcrof'Jrc, "the royalty raymcnto 1 the tL:chnolcgy supplier '.>JoulC prc:fcr 

tc incr~nsc !~s ~cturn through hiuh lum? sum. ~lso, when thcj cgroc to 

tr~nsfor tochnolocy t~ sm~ll firms on ruycltics, tho technology suppliers 

would prufcr hig;1cr r:1tc uf roy1lty th~n in th~ir ~~r~cmants with larger 

firms. 

Our c.i:~t;; shm~s thc.t ·;;he J.um::~ sum p~:ympntq ~rc rnQXfL.f.A,c_CU:Lcnt in the. 

collnborutions involving 1:-rgc·r firms. While r,nly 20·~ of the coll.::borGtions 
s 

involving small firr. 1volve cnly lump sum p<:!ymcnt~ .:~bcut •10% uf the 

cC'll:1bnrntionn of lnrccr firms du so ( T:·blc 19). 

T.onle 19 

Relationship Betw9on tho Size ~nJ Coll~~or~tion with lump sum only 

Size ( Rs. lnk hs) Number of collr:!.;or;~tions Tot:t1 Porccntnac 
~·Ji th lump §Uffi only CQll~LJ~;z;:o::tiQ!J 

Luss thnn 50 35 17G 20 

5J - 99.9 7 33 2.1 

JlJO ·199 22 GO 37 

5ll0 999 " 2fJ 40 u 

JOGO nnd IDQ:!:'O 9 23 39 
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~Jc, ho\·JCvwr, find thr,-'c there is nc rw_l2tiong;hirJ bctwgon the size qf 

thp I ncian firm e>nd tho r~to rof rCJyolty ; T )lo ;;Ql. The rdu of roy~l tics 

in collol:.orations .involvinu smaller firms. ( pQitJ up ccpi tnl of lcso .th<JD one 

crorc rupees) a~d larger firms {p~id up c=pitnl of crorc :rupl;lt::3 'or more) is 

equ~lly r.istributocl. Whiio 401, cf collnbarctinns of both sizos involve 

roywlty r::tos urto 3't, the rest involve royalty rotus grantor then 31, 

( cnlculotod from T wblo 2U). 

T.oblo 20 

RcJ ationship Bgtwcon the Firm·' s Size nnd Rovnl ty Rates. 

Size ( Rs. lokhsl Ro~.::l t\£ Rr.tcs To tel, 
1 - 3% 3' 1-5(~, Grgutur than 51 

Loss than 50 40 (51.96) 65 (59.63) 2 (66.67) 107 
(37.30) (60.75) ( 1.07) (1l'J) 

50 - 99.9 13 (16.CO) 10 ( ~ .17) 0 . 23 
(56.52) (43.40) ( 0 • DO) ( 1 CC) 

100 - 14 (13.10) 20 (10.36) 1 ( 33.33) 35 
( 40.00) (57.14) (2.06) ( 1 00) . 

500 ..;. 999 4 (5.19) 7 (6.42) u ( O. DO) 11 
(36.36) (63.64) (D.UD) < 1 ool 

1000 and mora 6 (7.3~) 7 (6.42) 01 {.08) 13 
(46.15) (53.05) ( o.oo) (1CIO) 

·Tot:Jl 77 ( 1 00) 109 

size of the India.n f~.r~ The sm::lllor firms .~re more often· found to be 

invnlv<.;c.1 with lnw~r lumr sum jl"ymonts. \·Jhilu the nyerngc lump sum in the 

ccll.,.bcr<.,ticns of smD!l firms (firms uith .-: pwid up capitiJl of loss th~n 
rupees) 

one crcr ! is nbout 10 lakh rupcps, it incruasus to about 60 lakh rupees 
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in the CGBC cf lnr9<Jr firms (firi:lS with p<·Lid up C0~~tnl t;o~,_.JC~D_1.U _Cr\?r.c 

end 1 CO crorc rupee~). Hcwcv..:r 1 it is intc .. :!:'o:..;stinr: to ngtc 'th~t the avcrw:,c. 

lump sum nuymonts in coll<:.lOUrntians inv~inr. very lcq;qq firms (with unid 

Ujl copitcl of more than 10LJ crorcs rupcDs) is :1lso lcvJ, In· fqct it is 

even lower than the ~v~.Jr:!sc lump sum in ·the <l!]rucme_t:~? of medium size firms 

(p~id up c;opit~l bct~<oon 5 crorc to 10 croro r~rous) · (To:blc 21). 

Twblc _:u_ 

Rcl~tianship Betw~pn Size end Avcr~~:c Lumn Sum 

< P.s, lokhs) 
Sizq ( 11s.) Nn, of c::l"l rrl:o·rn tio ns i,vqrnqq lump sum 

1 • less_ th.;on . .5D 11'4 - 10.-41 --

2. 50-99.9 23- 19.47 

3. 1 UD-499 ,. .... ~. 40.79 

4. 500-999 j[, [10,02 

5. ~lore tho:n 1000 19 35.52 

6. Tot'ol 214 27.37 

The uxpl<:mo.ticn fo:r the comcr;::tivcly low 1-Lilmp_ sum paid by very largo 

firm-s lies in the foct th~t it is on'ly in tho:ir cose·s. that tho market shore 

hect·ployod c d~ciding role in dctcr~ining·tho price of-the t~chnolagy. Th~l 

' 
Vary lnrgc "shnra cf thC ·rndi:~n market h.::s cn.:tUled these firms to get tet:hnc.ogy 

for rulotivoly lol<cr lumr sum payments. 

In short, \oJC find that the sm.:lll in~i~n firnls ~re less often invalvcC:: 

with 11 lump sum only11 o.c,;rcomurits, .:-::n ... ~ their lump sum payments ar.c afton sm<!ll, 

On the other hond, tha larger firms ·mc.ru often purchcs~ -tochnol_o£y \rJith 

lump sum .::!nd thu vc:luc of lump sum r:1y'mcnt is hig11or in their corccmcnts. 
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The r~yo:'lty p....:ymcnts, however, uro n:1t influwncud by th~ size Df the Int~i:"ln 

tcchnalo~y irnp2rturs. 

Those fin~inos confirm ~ur view, ~~G~~ on interviews with the !ndi~n 

tcch~-~loay importers, thnt a mnjt,rity ;;f InJic:n firms (most of whom arc 
·thj 

•' sm.oll) ~rc prcvcntud from importing bigacr 

tcchncloy ~uc to their incbility to pay for them. As tho stucly indicntcr:, 

oft~n these firms nrc c;xpoctcd tc pcy f.1r their tuchnol~~y in the fr.rm 

of lt:lmp sum (the com!.dnr-'~ prescu·rc of tl1;.; tachnolugy supplier ·and the 
B 

Indian government cnsurcsthis). As thir fin~nci~l rcsourcos •'c not Gllow 

them to afford hi.;::h lumr: sums, thuy <.!rc forcer\ tc opt f8r smaller but 

cheaper technology imports. Th~sc firms require greater tuchn~ln~ic~l 

support from their culliJborr:tars .to c!;s.:;riJ tochnolcgy, but. such support 

is usu~lly not ~vciln~lc through thu import ~f smnll und chcc1J tcchnnlogy 

pack~ccs. As ~ result, th~ rossibility of tochnr.logica1 upgradation of those 

firms .:!r;.1 Gev ... rcly restrict:.:~ •. T.h..~ cur.J'_Q_Q_t f'0_Vr..:rnm~.;nt o:::licy oUJ;:,.:Jfcrring 

firms to imnqrt lcrr:cr end mr.r.:: comrJrchi"!nsivp technology pqck<.ncs •. This. wg 

fcl!l. ncc(~s to be rcplac,;d !Jy nolicy which cncnurnqcs nr~rct:mcJJ.i§..J.'dth royqlty 

puymcnts. wh.;:.&.b_ will .J.llow these sm.:::lll fi:~;ms to inm...oLt tqchnGlnr:y. :Jt whirl_ 

could !Ju cnnsitlcrcd. dl!fL:rrcr! pnymgnts. 

II .4 

A number of factors such ns tho ;!omostic industri:Jl structure, the 

prodomirl.,ncc of innovntivc firms nn~ thu i~r~ust:z;-i:1l ~nU the tcchnc .. l..-;gic;::l 

imaue of El country mny influ:.::nct: th;.; tuchnolor;y p.-~ymcnts. De such 

Jf:l Accor•.ling to cur -.-:-co murt.: than t\m third :1f th~ ccll:Jbor~tiL'ns 
in InUia ~ro unLcrtC~kcn by firms t·d th ri f1<Jit.: up capi t:J.l ~.·f less 
then llnc crarc rupcus. 



intcr-ccuntry ~iffcrcnccs exist in thu t~chncl~gy r~ymcnts from.lnLlic? O~r 

in the inciJnncc end the vnluc of lump sum ~aymcnts •. 

While in the =~so.cf 3clsium, Denmark cnd Jilp~n a high proporti~n of 

coll~:~or;"!tions only inclU(!cs lumr su·m pay:n~nts, in tho case of US, SwurloM, UK 

cni France such coll~~(Jratians ~ru fewer (Ta~l~ 2~). 

Country 

Austria 

B~lgium 

Dcnmork 

Fr~ncc 

Co un J' ~.tJi.s_p-.J1j.._q,;f;..:t.:,.i_l.l_u_:IJ. .. 2.!1.. .Q_f ... _C~ 9.\JJ~ •. J" i ~!:LD.i. f_f.a.r.mt.:: 
mDt:u_s of T ;;chn.;J_o0v .1' oymont_s __ i..!)_S_g_l.oc_t_~_,LCo~nt;ci.J,U>. 

Ccscs \<ith C:;.scs with Case with 
only roy.ol ty cnly lump sum bath R &. L -----

5 (17.9) 13 (.-:~ .. :) 10 (35.7) 

( 9 .1) 7 (G3.G) 3 (26.3) 

:) (3J.J) 7 (53.C) 2 ( 1 5.4) 

27 <1~.c) 52 (36.6) 63 ( .~.t .t.) 

vi" st G{.;rm.-:ny GG (16.:) 165 ( 37.1) ;:14 (•:J.1) 

Hollon.: 11 ( 23.9) 1~ (41.3) 1 G ( 34. J) 

Ituly 1 G (15.0) ~5 ( 41 • 7) 47 (43.5) 

Jnpcn 21 (11.5) 79 (43.2) 03 (45.4) 

' S•Jctlcn 11 ( 20.4) 19 (35.2) 24 <•:4.4) 

Switzcrlnnd 22 (13,6) G5 ( 40.1 ) 75 (46~3) 

UK 101 (21.9) 157 ( 34. D) 204 (4:..2) 

USf\ 115 (23.6) 141 ( 20.9) 232 (<17.5) 

Yu.,;oslavio 2 (20.6) 1 (14.3) ·1 (57 .1 ) 

Fi9urus in brOlckcts in-..:ic~tu ~--

Toto! 

12 < 1 no) 

11 ( 1 JO) 

13 ( 1 DO) 

142 ( 1 DO) 

4~5 ( 1 00) 

4G ( 1 DO) 

100 ( 1 DO) 

1 03 ( 1 DO) 

54 ( 1 00) 

162 ( 1 DO) 

l~62 ( 1 JD) 

t.JG ( 1 DC)' 

7 ( 1 QO) 

----



25 

\I.Jc else fin~ lc..rvo intt.r-country ,_;i{f~:..~;;nc~s in the value of 

tcchnoloay p.1yments; "hile tcchnoloay from dulsium hcs involved i:hu lowust 

aVcr•~oo lump sum r•~ymcnts, tho tt;ChnclDgy fr:- .. m Frcnco, which is the ffi'JGt 

expensive, hcs cost~ times more (T~blw 23). 

Tnblc 23 

(R3, lakh) 

·Country No, of coll~~cr~ticns Total lump sum Avcrr:vc lumpsum 
-----·-- ------------

1 • f,ustriu 23 25.GG 

2. Belgium 10 1 03.27 10,3 2 

3 •. Denmark 

4. France 113 5035.15 

5, FRG 31 ,._ 9U45 10.C3 

6. Hcllcnd 35 5'17 

7. Italy 90 ··zJ4o56 2G. 01 

o. Japan 159 4402.39 

9. Swcctlcn 43 34.37 

10. Switzerland 139 5019.77 36 ·11 

11 • UK 35G 29.91 

12. USA 367 11301.79 31 .01 

13. YUl.JOsl~vio 5 155,02 31,00 

The hish .:JV~r:~c;~s lumpsum puym~nts for a country, huwcv:..:r, docs nut 

neccss~rily indic~tcs th~t thu t~chnclugy purchas~s from th~t country ere, 

in uunurnl, cx~~naivc. In many of these c~sas the higher nvcr~uc lump sums 
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:::rc cx;1l.::in:::c! by <:1 l<!.r~;u numbt:r of ~iu·· 0rojccts invr.lvin:;; very high lump surn 

irrcspcctivD. of th~.,; cnu·ntry, the lu;np sum ;Jl:lym·onts or~ comp:n:-::.i..Jlc. Some 

countries (such os Fr.2nc<J), hnwcvur, r-:rc t~isprr,;_,urti:-:m:~.tly·involvcd i·Jith v~r:y 

l~rge projects in Indi~ nnC: thi~ _h;:-.s ,inf-lc.tw;' thuir ::.vero.t:;L; 1 ump sun1 pe""yril<:r.ts 

sionificnntly. 

It has been sug~-~tcd th8t _oorno ~~untrics (~,rticul~rly Japon) w~ru 

cnrlicr rcluct~nt ~o -~r~~nsf~r tcchnclc~y t~ Inrlic Juu to the Indian 

Government 1 s ripic! control cf tcchi"lo1.o£Y· poymunt :lTH.! ~~:rc. nu\'1 shrH·Jinu sr...:n~~ 

inturcst. in the Indian market. This, it is c1:-Jimr:C..:, is tho ruault of the 

relatively liberal tcchriology pGlicy b~in·u currently ;')UrsucL. V1c, h_l.I':J:::vcr, 

finL th-~t the overc• __ :c lump sum ~uymcnts in the r.,.__1a-J::J[1~.:neso co.!.l·.Jor:-.ti::.lns 

ore not. hiDh onc.l nrc comp.::.rcblc to p:-~ym;.Jnt:::; fer rJthcr c~~untrics. They h~vo 

:1lso cot -s~cn any Significant incrc.::~e in th .... r:3ccrit ycr~rz. In vic\-.: ":'!f this 

\ole find ·it difficult tc --:c~CCpt the vic'tJ thc.t tr~ reluct<lncl! of the J:-~;J<::ncse 

firms to entor the ln:Ji.c·n ·'ffi~rkct W:JS influ~.:>ncc::.!' !:-v tho Indian ,~ov ~rn .... Pr.t 1 -
- -:... ~ "' ~ ' r;> 

tochnolngy payment polic~ 7 or that the ;Jrcsunt liL~rn! policy h~s llc~n 

he imported. It is more likely thct the chcn:cd int<...rnntioncl wconomic 

environment, which hcs f~rfctl Japanese firms to luck for n~w mnrkcts, is 

rcsponsi~lc for the incranScJ J~pan~sc interest in the Indian murkot. 

~ vury lnr0c pr9portit.n of th~ tcchnul.,gy imports to India include 

lump sum pnymcntz. \·Jhilo ·in· moru thun ,~G7; of the n~Jrccmcnts the lump sum 

p;:ym .. mts \'1crQ npprcvcr.! :-:long with ray;;ltius, in nnothcr L1[~ Jf the O'Jracmcnts, 

unly lunp ··sum puymcnts wwr0 .,P:Jr~.;vud. Th~ filjurcs claorlY suagost that 
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_Indi~n gc~~rnmcnt•s pr~fwrnncc for purchase nf tuchnology without royalty 

paymunts has been very successful. The influence of the government rolicy 

hos been further strongthcnccl ~y c simil2r preference for lump sum payments 

shown ':>y the techn8logy suppliers. As o result, it is very difficult for 

the Indian firms to import technology vlithout lump sum payments. Tho ncod 
s 

to P"Y lump sum r<>yments obviously limi i the size of the t<Jchnclogy p;::ckC~gc 

which Indian firms (most of \'Jhom ~rc smoll en:! c nnnot pay lL"~rgc lump oums) 

ccn import. In view of this, o suitable change in the JOVornmcnt policyt 
s 

which pormi-v' the Indian firms pt!.rticul~rly cf smnll~Jr size und rusourccs 1 

to import largo teChnology packoaDs, requires serious consiCcrntion. 

Our analysis shows thnt while a very srn=~ll numbc.:r of c oll~borntions invclvo 

very large technclgoy payments, e~ gr;~nt mcjc-lrity of the colla~or2tions 

involve smell payments. 1\lso, while the number of ngrccmcnts with vary largo 

payments, and thair pcy~ont values, h2vc sisnific~ntly incrc~sad in the 

1900s, tho v~luo of the p~ymonts in c majority of the collrbor~tinns h~s 

seen little change. It ar;Jc;1rs that, in spite cf the relatively liburcl 

government policy in the 19:i0s to permit hiahr.;r pnyme~~ts, the technology 

importers, by ond lar:]o, ~ro not pnying mur;::: f:)r thuir technology. 
0 

As earlier ~cportcd, our rcsc0rch sucgcsts that tho tcchnaloay imparts 

by most Indian firms <Jre of limited n::>turc. The techn;>loay is usually 

imported for tho limited pur~csc cf sutting up monufncturing fQcilitics nnd 

for training of the In~ian technicians in tho apcrntion and the mointunnncc 

of the plant. Very r;·. rely the imports oro undertaken by firms to become 

technologmcally dynnmic and innov~tive. Tho limited purpose fer which 

the technology is impart~d c:ocs not nccczsitntc import of expensive nnd large 

packrHJUS of 11 know-why 11 technology and most Indian firms consider import of 
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to iffi~;:lrt sm-::dlcr t\JchhnlOJY ·pack21JD8 is fu~thcr ;,t'rcntJthcncd by the in.:lbility 

of most Inc:i<:m .firms t~. pay moru {or thbir to.chm::lugy impo.rtS. f, larcc 

numb~r of· the Indinn tuchnoiogy imj':crt~.rs c:ru srri6ll, who pcrhcps cnnii'ot ~ffort! 

higher payments.· Th~y· 2ro p~rticul~rly unnbl~ to mnk~ lcrsor lump ~urn payments, 
r:~fforci can 

r.nr~ the llimf1 sum puymonts which they -coli/ only buy small tochnologicol pcckngos. 

~c feel that~ mar~ libur~lisiltion in thc.sov~rnmcnt policy ~lone will not 

ch::'l~St. 'the nr.tui-c of the tcChnnloay im;Jorts. lis c. very lcr(le sector of· the 

In:Ji;:m industry is cithc:r not \oJilling to· ·cr not a·Jlc t·o (or both) ray more 

for their tcchnoll1gy, a libcrr:lisation iri the •jcvcrnmont policy can only 

b8 ox~Gctccl t:.:; have o m•.::raii,ol effect. \>Jhilc some firms, as shown by cur 

stu~y, will ,a f_J~ expansive and mbro cclmpr~hdnsi~c pcckoges of t~chnology, 

most firms >lill c:>ntinuu to buy chec:p.or ond limitocl techncl:>gy pock6acs. It 

is more impLJrtont tc crcutc c"cnditions whdre moot firms wont to impo·rt and 

c:tn nffor:J to poy for, more comrroh.:nsivc .tochnclogy pockog'cs. In the absence 

of these condition-s, <:!i liberal policy wnuld no·~ only fnil ·to im;Jrovc .the over-

all tuchnolor.Jicol com;n~tuncc c·f the I ntlion industry', it ~ ... auld also incrcoso· 

the gop between a small minority of firms with · ~vcndeU technologic~! and 

m~nuf~cturing cap,bilities end the rust of th~ industry.· The benefits of the 

import of cXp'-!nsivc tcchnnlogy p.:::!ckucos \.,.ill be scv'eroly rcstricecl' because 

of th~ low tochnologicnl competence of the rest of the industry. Tho ~~ocois 

is :lruor~y e.vidcnt in a number cf inC:ustrics, whar·a· manufc.ctUrors of tho 

prcduct have imported very lnr!]c nnd com;Jrchcnnivc tuchnology pockag~os 1 

but the comr:oncnt nne!· ·row mo:tcri-2! SUf1!:li6'rs hrlVC n·at r!blc ~o update 
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* their techn0logy. The unovci!~~)ility cf suit~bl~ sup~ly fr~m loc~l 

snurcus will cithur forca the firms t~ !JrinG ~awn itE qunlity st2nd~rJo 

(there b.)-' dcfc.::ting the pur::-osc of th2 im.~ ·~rt r:f ::x:Jcn!livc on:-\ sophistic;J.tuU 

tcchnulogy) or to rely en im;1crtt:~ c::;;.~;n;n;.;nts until lc.;ccl o.ncillur.ics upt~atc 

their tcchn;)l~~Y· Tho lnttcr1 we fo~l, c~n :l~ arur.tly ossistccl in this 

Jiraction if they ~r~ pcrmittccl tn im~ort t~chn~l~~y on royalty pcymc:nts, 

with or, prcfcr.::;bly, ~....rith,:ut, 1Um[1 surn pcymcnts. 

* For uxom~lo uutomobilios.
9 
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