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TZCHNOLOGICAL INFORMATION EXCHANGE SYSTEM

T ECHNOLOGY TRANSFER PAYMENT EVALUATION

A Comparative Exercise

Introduction :

In this age of science and technology, the development,
transfer and regulation and control of technology are
crucial issues of national policy in both the developing
and the developed economies. The importance of science’
and technology for social and economic development was
stressed at the Unite d Nations Conference on Science and
Technology for Development (held at Vienna in 1979) and
at the recently concluded NAM (Non-Aligned Meet - New
Delhi, March, 1983).

It is true that much of the Technology Transfer between
countries, is accounted for by the already industrialised
countries. These industrialised countries buy and sell
and pay for technology, more tb each other, than the
paymeiit s accruing to them from the sale of Technology to
developing countries, including the newly industrialising

countries.

According to a UNIDO Study, UNIDO has estimated that the
trade in technology by developing countries, in terms of
fees, royalties and other payments for technical know-how

and specialized services could increase from around

This study does not in any way reflect the views of tha
Govt. of India. The findings and the opinions herein
expressed are only those of the authors for which they are
solely responsible. No direct reference may please be made
to the individual sectoral data.
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$1 billion in 1975 to over $6 billion by 1985. This
would constitute about 15% of the total trade in technology
which, if the growth in the period 1965-1975 is maintained
in the period 1975-1985, is likely to be in the order

of $ 40 billion by the mid 1980s. Most of the payments
made by developing countries would be for technology

and know-how imported from the industrialised countries
and would represent payment outflows by the Third World
as a wﬁole. The figure can, however, be considered an
under-estimate sinee it takes no account of underx-payment s
through the manipulation of transfer prices or for the
cost of technology transferred implicitly via sales of

product and the payment for foreign personnel.

At the same time, there is a powerful urge in the
developing countries to rmove away from their traditional
ma jor contributor to National Income - Agriculture, to
Industxy as a source of iivelihood for their people and
to provide a larger measure of goods and services which

they now demand.

Instead of rediscovering the wheel, nearly all countries
recognise that the quickest way, and often the surest, is
to buy the Technology. In this purchase and sale of
Technology, governmental intervention is a fairi; recent
phenomenon. Under Perfect Market conditions, it would not

have been necessary perhaps, to have governmental




intervention, but unlike many goods, Technology is
one of those goods, if at all it can be classified as
such, which lends itself least to Perfect Competition.
The buyer and the seller are not always on the same
footing. Except in the case of the simpler types of
readily avai-lable, off the shelf, technologies, in
many cases, especially in the case of the state of the
art technologies, the technologies are available only
with a select few firms. Even if the Technology is
not.zgonopolistically held, it is closely held by a few
firms operating oligopolistically. The difference in
the inférmatiOn available with the buyer, is almost by
definition inferior to that available with the seller.
He knows that he wants to produce a particular product,
yet he does not know what are the details, the secrets
of prOQucing it, and, therefore, when bargaining for

the technology is at an inherent disadvantage.

Since developing countries acgquire a major part of their
technology from abroad, policy makers in these countries
are increasingly interested in various aspects of techno-
logy, transfer, particularly in its regulation and control.
Government s being aware of the Imperfect Market in
Technologx,and with a view to achieving a multitude of
other objectives hava announced technology Tran <fer

7
Policies. One such Pdlicy Statement has recently been




-4 -

issued by the Govt. of India (Jan. 1983). The national

aims have been indicated as @

The basic ob-jectives of the Technology Policy will be
the development of indigenous technology and efficient
| absorption and adaptation of imported technology appropriate

to national priorities and resources. Its aims are to 3 -

'a) attain technological competence and self-reliance,
to reduce vulnerability, particularly in strategic
and critical areas, making the me_\ximum use of
indigenous resources;

b) provide the maximun gainful and satisfying employment
to all strata of society, with emphasis on the employ-

ment of women and weaker sections of society:

c) use traditional skills and 'capabilities, making them

commexcially competitive;

d) ensure the correct mix between mass production

- technologies and production by the masses;
e) ensure maximum development with minimum capital outlay:

f) identify obsolescenca of technology in use and arrange

for modernisation of both equipment andd technology;

g) develop technologies which are internationally compati-

tive, particularly those with export potential;




h) improve production speedily through greater efficiency
and fuller utilisation of existing capabilities, and
enhance the quality and reliability of performance and
output;

i) reduce demands on enenjy, particularly ensrgy £ rom non-

renewable sources;

j) ensure harmony with the environment, preserve the
ecological balance and improve the quality of the
habitat; and

k) recycle waste material and make full utilisation of

by-products.

Central Regulatory Agencies have also been set "ip in most
of the Developing Countries. Some of the important

objectives in setting up thase Agencies are .:

a) to keep track of, and regulate, the purchase and

sale of Technologies and flows of foreign investment?:
b) to guide & protect the domestic buyer of Technology;

c) to protect indigenous industry, especially against.
the marketing strength of foreign brand names, Or

foreign competition;

d) to encourage the use of indigenous technoiogy




wherever available, and to encourage the
development of Indigenous Researxch and Development,

and Scientific and Technical Manpower;

e) to keep a watch that no undue payments are made or
agreed upon Collusively, especially where foreign
exchange rates are controlled, and where foreign

exchange is a scarce commoditys

f) to determine whether, the technology is required
by the country, and whether the domestic firm
possesses the necessary strength to absorb and

[ 3
adept this technology.

The above recital is not merely for tﬁe record. As ve
shall show, this has implications which have to be borne
in mind while carrying out Technology Transfer Payment
Evaluation, and which create difficulties in applying the
lguidelines® evolved by the UNIDO Secretariat,as the sole

criteria for Technology Transfer Evaluation.

Methodoloqy Followed

we had the benefit of the Phillipino, Portugese, and
Egyptian Studies when undertaking our own study of the
Indian Case according to UNIDO's Guidelines.

We shall first dwell briefly on the mechanism available in

-
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India for E valuation of Technology, and how such
Technology contracts are given final government approval,
and thereafter on the methodology followed in the

present ahalysis.

To date India has approved over 7500 Foreign Collabora-
tions. This includes'rechnology'rransfef Agreement s,
as well as those involving only Foreign Equ-ity Investment,
or a mixture of both. Some‘of the simpler types of
technology transfer which a-re either ingrained in the
purchase of Capital Goods and equipment, or simple
Technical Training Agreements between firms, or Technical
Services rendered by the foreign £ irm through tﬁe
services of its technical personnel, and which are not
covered by the formal Technology Transfer Agreement s,

get excluded. This last category, which constitutes

a fairly large percentage in the case of many other
countries, is governed by the powers delegated to the
Central Bank (Reserve Bank of India), or to the Administra-
tive Ministries, to sanction, for various lengths of

time, and acoording to norms recognised by the Ministry of
Finance, the availing of s ervices of foreign technicians
and payments therefor. An example will clarify the
position. Firm 'X' wishes to buy the Technology for
producing Sponge Iron by the direct reduction process.

In its proposed collaboration it wishes to pay as follows:

-..8




(i) Royalty - as a % on its Net Sales Value.
(ii) ‘'Down payments® called 'Lumpsum-', in India;
(iii) As part of the 'Down Payments' to pay for the
Engineering S erxvices including deputation of
Foreign technicians to India.
(iv) Training of its Personnel in India, or abroad.

(v) Any other payments.

for this it may make a comprehensive proposal to the

Registry, which will be sanctioned.

Firm 'X' also wishes to import certain Equipments and
Plant, for which it again applies .o a different section
of the Registry and which is than approved. Now let

us say Firm 'X' wished only to import Capital Goods

and Equipment, for which it applies to the concerned
Committee, through the concerned Registry Section. The
Engineering services involved in ®r8tion ad commission-
ing are incidental to the installation of the Plant.
Such payment s/approval s are outside the scope of what is
deemed foreign collaboration. Again‘ Firm ’Y" wishes only
to avail of the services of a Foreign Technician for |ay .
3 months or 1 year. Here depending upon the duration,
the approval will be given by the concerned.authorities,
énd such approvals are again not computed or accoﬁnted for

by the Central Registry for Technology Transfer.
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Finally Firm 'Y® wishes only to train its‘perSOnnei in

India or abxoad, here ag ain it need not necessarily come
to the Technology Registry. So all the above recited _
cases pertaining to Firm Tyt are excluded from the total

figures of Technology Transfer Agreements in India.

Finally there are certain special type of cases, where
the investments are extra-ordinarily large, and which

are governed by separate orders of government, such as
Fertilizer Plants, and the Oil Sector which are excluded
from the purview of the Central Technology Transfex

Registry.

No doubt all ths important, and the bulk of the cases,
are accounted for by the Central Registry, but we thought
it prudent to point out this distinction, to put the

total figures of Foreign Collaboration in perspective.

The Total Numbers of Foreign Collaborzations entered into
since the Central Registry was set up in November 1973
are as under :

TABLE - I

Year Only Technical Financial®* Total

1. 2. 3. - 4.




- 10 -

1. 2. 3. 4.
1975 - —- -
1976 238 39 277
1977 240 27 267
1978 263 44 307
1979 235 32 267
1980 453 73 526
1981 332 57 - 389

1982 477 - 113 590

(*) N.B. With or without Technical collaboration.

Guide-lines :

To assist enterpreneurs, guidelines have been laid down.

These specify that :-

i) They should, to the fullest extent, possible, explore
alternative sources of technology', evalue;te them from .
a techno-economic point of view and furnish the reasons
for preferring the particular technology and the source
of imports;

ii) The Indian party should be fr ee to sub-licence the

L] .ll
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technical know-how/product design/engineering design
under the agreement, to another Indian party on terms
to be mutually agreed to by all the parties concerned
including the foreign collaborator and subject to the

approval of the Government.

iii) The royalty vherever allowed willbe calculated on
the basis of the net ex-factory sale price o n the
product,exclusive of excise duties, minus the cogt of
the imported components, irrespective of the source of
procurement including ocean freight, insurance, custom

duties etc.

iv) There should be no requirement for the payment of
a minimum guaranteed royalty regardless of the quantum

and value of production:

v) Arrangement of clauses which in any manner bind the
Indian party with regard to the procurement of capital
goods, components, spares, raw materials, pricing policy,

selling arr-angements, etc. should be avoided.

vi) To the fullext extent possible, there should be no

restrictions on free export to all countries;

vii) The use of foreign brand names will not be permitted

for internal s=ales;

viii) Government do not favour requests for extension to

the duration of collaboration agreements. All efforts,

’..lz




ix)

x)

xi)

12

The
cshould, therefare, be made byAIndian party to assimi-

late the technology within the initial duration of

the agreement.

Suitable provision should be made for the training of
Tndians in the fields of production and management.
Thére should also be adequate arrangements for Research
& Development (R&D) engineering design, training of
technological personnel and other measures for the
absorption, adaptation and development of the 1mported
technology. Such measures can be undertaken through
in-house facilities of the entrepreneur or in collabora-
tion with recoanised engineering design, cdnsultancy;
R & D organisations in the public or private sectors
and recognised scientific and educational institutions,
where the necessary facilities exist:

Consultancy services reduired to exacute the project
should be obtained from Indian consultancy firms, If
foreign consultancy is also considered necessary, an

Indian consultancy firm should be the prime consultants

If the proposed item of manufacture is covered by a patent

in India, it should be ensuredthat the payment of royalty/

lumpsum payment for the duration of the agreement would also-

constitute compensation for the use of paient rights

till the expiry of the life of the patent and that the

.13
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Indian party would have the freedom to produce the
item, even after the expiry of the collaboration

agreement without any additional payment s;

xii) Collaboration agreement will be subject to Indian

lawss

xiii) It is desirable that approved/registered Indian
engineering, design and consulfancy organisations
should be associated right from the start in any
evaluation, selection and negotiation conducted for

the purchase of evexr-seas technology.

xiv) It is desirable that enquiries to overseas parties
should be made on the basis of separate quotations

for technology (licence fees, know-how, royalty,

R&D) assistance, etc.) and design and consultancy services

not available in the coﬁntry.

The Route, an application to the Technélogy Transfer Registry,

follows is shown diagramatically below :

Applicant Firm - To the Central Registry (Scrutinises the
(application and
s.I.A. (FC Branch) (circulates for

: (approval to :
’.
3

3 ’
| 2
Foreign Investment Board *Administrative Ministries
(simpler cases under their
delegated powers)

*Decisions reported back to the
Registry & Accounted for.
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FOREIGN INVESTMENT BOARD (F.I.B.)

(Consideration/Approval)
3

T

'
A
| 4
Central Registry (Scrutinises, Places before
T ’ K Y"IB)
A A
Reports Simultaneously-> Reports
' : ‘ H
G A
Scrutiny of Application Reports Examination by
by Technical Evaluation Administrative Ministry
Committeee (TEC) T
' T Other authorities
A A concurrently
: , :
: Application ' *
a

)
!
Secretariat of Industrial

Approvals (Foreign Collaboration Branch)

The Scrutiny by t he Technical Evaluation Committee is
a comprehensive review of the Technology involved,

Technology is available within the country or not ?

¢ the

...ls

'
L EAT T ONRIT RN Y TSV SRTPAPIIINS

l
l
i
!
{

e o o BRE

1, —

FHCNAT LRI T ey RO F"T’"“?"'

RIS

RSP NS SPYVILSCIY. L TS

B e W

WA A

W TR YRR TORTY A Y A L TG YW ER € T b




1
o
i
i
3
b
3

- 15 -

If it is available then with how many parties is it
available ? Would it be available to the applicant on
horizontal transfer of technology basis ? Is there any
restrictive conditions on the licence,to the import of
technology ? 1Is the technology suited to the scale of
production ? What are the latest developments in the world
in thic technology, or in the technologies for the

product or competing products ? Whether any elements

can be supplied indigenously ? What is the guantum of

raw materials and equipment import and what is the programme
of indigenisation ? Though it is not the TEC"s function
to go into the financial aspect's of the technology
transfer proposal however it does normally give its views
or the payments, and sometimes recommends modifications

as to either the quantum of payments, or their split

between down payment and royalty. 1In its deliberations
%E/TEC is assisted by representatives of premier national
organisations dealing with technology developmeit, absorption
ad(eLptation such as the Council for Scientific and Industrial
Research, National Res-earch and Development Corporation

etc. The composition of the TEC is at Annexure I.

The views of the TEC are forwarded to the SIA/FC Division)
as well as to the Administrative Ministry. In the light of
the views of the TEC, the Administrative Ministry, which

deals with the particular industry, and has a certain

!
|
|
i

VLY T PP S

N VTR MY




memory, examines the pro posal in the light of similar
proposals in the past. It also examines the proposal

from the industrial licensing angle, a s to whether a
licence is regquired, or from a variety of 4mch othecx
angles;as to reservation of +the item for the small scale
sector, the need for imposing any export obligation

and so on. The Administrative Ministry also gives its
views as to the adequacy/appripriateness of the payments
and also the instalments in which it may be paid; the
standard iinstalments are described at Annexure III.

The Foreign Investment Board (its composition is at
Annexure II) then considers the views of the TEC as well
of the Administrative Ministry. In the light of their
views, and after considering the views of all the members

of the Board, a final view is taken as to :

i) whether to agree to the proposal as it is or

ii) change the quantum of down payment s/lumpsum oxr
Royalty percentage.

iii)about the instalwments in which it is to be paid if
not in stémdard instalments &

iv) as to duration for purposes of Royalty paymentbs
Normally this is 5 years, but there are cases in

which Royalty payments have been agreed to both for

...17
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shorter periods as well as for more than S years.
The upper ceiling is 10 years but in a few cascs
Royalty payments have been allowed over a period

longer than 10 years.

The F.I.B. takes an independent view of each proposal
though it is strongly influenced by the views of the TEC

and the Administrative Ministry.

The Registry (Foreign Investment Board/Taechnical

Evaluation Committee/Administrative Ministry) keeps a
number of criteria in view when evaluating the payments
for technology. Some of the rough indicators are that
exceptions apart (and they are rare indeed) royalty must
not-exceed 5% of net ex-factory sale price minus excise
duty and c.i.f. value of imported components. When the .
down payments are added on to the Projected Royalty figures
the total of such payments should not exceed approximately
&% of the net ex-factory price of the product minus excise

duties and the c.i.f. value of imported components.

A closer analyses of the actual practice reveals however
that basically the two parties/Indian & foreign/ own
proposed agreement is the bedrock by which all the
authorities go along and the number of cases in which

changes are introduced at registry intervention is limited

..18
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m y ; iti
tHe number. Moreover the tools which the awthorities

use for payment evaluation axre also not such as lend
themselves easily to quantification. The most commonly
apolied is prescription or historical practice as to

what has been permitted in similar cases i1:1 the past.

Thus for instance almost all tyre companies-'. cases for
technology payments for radial steel tyres, or of companies
for paymen: for nylon tyre cord tend to get kimited ,{,bm;(z.{
rates of royalty. In the Indian case, the Registry &

the various authorities have not been using criteria such
as Technology Transfer Factor (T.T.F.) or Licensdg;) Share

of Enterprise Profits (LSEP) deve10ped by UNIDO f’;r
Technology Payments Evaluation We shall examine later

in the light of an analysis of the Indian sample and

the studies carried on in other countries as to the adesquacy

or otherwise of the UNIDO guidelines.

Let us briefly examine the practice in some other
countries.

In the Phillipines the Registry has begun using T.T .F.
and L.S.E.P. when ®valuating proposed contracts and
suggesting/insisting on modifications in the light of

their analysis based on the above criteria.

In Portugal the T.T.F/L.S.E.P. criteria are not used.

However the Foreign Investment Institute has developed

es-19
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some criteria which are used as guidelines for evaluation.
Among thdse criteria are : type and characteristics of the
contrac:, level o the technology concerhed, training
programmes, capital linkages between contracting parties,
industrial sectors, duration of the agreement and markets
to be supplied. Thus the criteria used are similar to
those used in the Indian case. In additior the Institute
has favoured royalties instead of down payments, because
down payments imply an immediate tfansfer of money from
the licenses to the licensor, without utilisation of the

technology in the former's productive activity.

A study carried out for UNIDO on Technology payment s and
profit sharing shows that (in the general principles
applied) the Indian case is very close to the Portugese
system. It would be most appropriate to look at what the
Portuguese Foreign Investment Institute says about the

use of these criteria :

"while some relatively detailed criteria are followed and
royalty rates are examined against previous experience and
international data, some degree of subjectivity is neverthe-

less inherent in our work".
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Metnodology employed in carrying out the study

It has been a rather difficult process by which we have

managed to collect the sample for study. To ensure an adequate

random sample we first decided to look at the contracts in

two years , 1973 and 1975. On the basis of material available

in

as

c)
d)
e)

the records of the Registry, information was collected

to:

Name of the firm to whom the approval was given

Name of the foreign firm

As per approval

whether foreign equity was permissible, if so what percentage
whether'down payments (or lumpsums as it is called in India
were permitted, if so how much

What percentage of royalty was allowed

What was the product

wWhat was the duration

Having collected this data for about a hundred contrac®s on

a random basis, it was realised that it was not possible to

work the sample on this basis alone. For one thing mapy of

the approvals were in the names of individuals who would

obviously have begun production undex the name of a companye.
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Some approvals may not have come off the ground, there were

products, in the approvals for which the technology is still
being sought. From a study of the products it was also clear
that in some cases even where the approvals had been given
to well known indian companies, they were not manufacturing
that product, so they had obviously sléghed off that
activity to another companye. Finally, the Registry recoxds

do not contain details of actual payments mede either in the

shape of down payments or royalty amounts.

T+ was therefore clear that this system of sampling would not

yleld the requisite data for carrying out the analysis. To add

to the difficulties, where-as the Registry can compel revglatlon

of data as to the actual down payments, made, Or royalty
remittanceg,and +his data can also be extracted from tihe RBI
records, after protracted iesearch, there is no provision by
which it can compel production of information as to Net E%ofit
.Befoee»%éxes, while the bigger firms may have this data,

many a times they don}t maintain it,particularly when they are
multi-product companies. In other cases where advanced
accounting practices are adhered to, they nevertheless do not
publish information about the productwise profitability

so that balance sheets, are not of ﬁuch help. In the case of -

small pravately held firms, the data is not opublished,
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This situation poinfs.to a clear lesson for the Registry

that if it is to do effective monitoring and build up a data base
for consisteht, informed and scientific evéluation of foreign
collaborations, it must ob:ain inforhation about the actual down
payments and rovalty payments.- The registry has taken in.hand
computerisation of Foreign collaboration data and it is hoped
that in future it would be possible to quiékly retrieve ana
utilise this data. A more considered view would havé to be taken
as 55 whethef the Registry can or SHould arm itself with

the powers ﬁo cbmpel production of data regarding }Net profit
before taxes?.'-

We then decided to foilow a different rout%'éf sampling £o
collect the data. Cef%ain firms both small and big multiproduct
and single product were identified. The firms were persuaded

to give the data as to the actual outIlow on down payments and
royalty and also as to Net profits before taxes. We had also
assured the firms that the secrecy of this information would

be fully protected. We are grateful to all those who cooperated

in thia exercise. Nearly 50 firms were approached in tiiis manner.

ol
While we have been able to get data on actual payments on roaytly

and down payments account, we have only been ab;e to get the data
as to Net'brofit before taxes from the single product firms.
The ﬁultipﬁoduct firms uniformly came out with the plea that
(i) they had not published and were not maintaining records

productwise on the basis of their profitability.
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ii) that even if they were to make some rough assessments on the
jwaix basis of cost data and on the basis of allocations as to
manufacturing ccsts and Sales and General administrative
expensesjﬁhese would require a very great deal of time and
effort on their part and the ferreting out of old records,
most of which would in any case not be available.

®) According to the Indian pradtiée, the royalty where

allowea will be éalculated on the-e#factory sale price of
products inclusive of excise duties,»ﬁinus the cost of the
imported components; irrespective of the source of brocueementA
including 6cean freight, insuﬁance, custom duties etc. this
has beeﬁ introduced to speed up the process of indigenisation.
Net sales figures regarding the product can be obtained.

ﬁ;t orofits before tax can also be colllected subjecf to the
difficulties listed out above. But there is no method for

collecting information regarding net profit before tax pertaining

to only that part of the sales, for which royalty is payable.

We had thus the only option of resorting to rough avefage
estimates of profitability in the industry as published h& the |
Reserve Bank of India and Industfial chambers/associations B
where historical data was notvprovided, and-on that basis

working out the NPBT and subsequently the TTF and the LSEP.
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We have also used a sample of appProvals granted and the
projected figures of Rogmalty and Down payments outgo, estimated
cost and value of production, supp;ied by the applicant party
at the time of granting approval to carry out our analyvsis

of some of the sample cases.

We find that these constraints have affected the samples

of the three countries — Portugal, Phillipines and Egypt also.
They lInve used projected data in most cases, instead of histo—.
rical data. In tie Portuguese case, data on prciits was
available only for 6 ol the 16 agreements analysed. In the
Phillipines case 8‘out of 24 agreements and in the Egyptian

case all 4 cases studied were on the basis of Projections made.

We have not excluded firms having ninority foreign equity

for various reasons. Firstly because foreign equity upto

40% permits the firm to Egi classified as an Indian firm and

it is not a foreign company and secondly,'because in the Indian
case whereas, while allowing foreign collaboration foreign
equity is a factorAkept in mind for Royalty or Down paymegts,
it is also understood that payments have to be made to the
foreign company for technology, even when it has an EQuity
stake i. the Indian company. Finally in many of the cases
studied, the foreign equity} often only nominal, is with one
foreign firm whereas the. technology agreement for a new product

is with a completely different £irm,
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Where h..storical da.ta has been uaed, we have only used

AN ST TR AN - 1 VTE " Vi

contracts which have completed their duration. This for - :

. instance was one of the sho'tconlngs pointed out in the :

. Portuﬂuese study. . _ o N : {

Characte*isation of contracts : R - “1:“ | \* ‘f

”'1Q{Contracts studied corcern ‘the followzng SectOIS. Table B

. . Lo . : - \‘, - yo ;
'» —ff Taole—I Table—TI Table—III Taol°—IV

—

'Metallorgical Inaustry | ;fiihdi ;;fff Olniff.'_f;:Aﬁil 'fff'
Boilers &,oteam‘Generatlng T e :f ifff'”_">
Flants i oML o ML o

R ERRLWTUT T

g Soe 04 :
5‘1‘ran5portation " - o RS 5;;:‘7 S Nl(l -
:Inuustrial Machxnery-“’ e o o é

jﬁachine Tools"?ﬁﬂiﬁgﬁ*“f
-,Agricultural Machinery -
‘Barth Moving Machlnery

Misc. Machanical and - | T e SRR
‘bngineerlng Induztry 'Nll o 01, o e T

Commercial Offte and NiY  Nil 0L -  7,Nil
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BT R I TP PRI

Household equipments } R CL 3
‘Incustrial Instruments . Nil- =~ NiL 03 1 - NiL
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Reéatding typé of payments tab

'retion-of tﬁe greement is shown 1A'Table C

»

;Duratibh of period ( years) .

N

" No.cE contracts

R Total ~ Table-I Table—II Table-III

B SRt o1l 7 . Nil
- es a - )
01

Payment tvp2 Number of contracts
. . Tapla-l Tablz-Tl TahlawTIT

TNRL )

le(1) below gives the position. - a
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Pable-IV

Table-TIV

1., DCown Payments 0z - Wil - Nil

2, Royalty 04 05 . 04 -
3+ Down Paymenﬁ & "'OS ) - 51 . "_Z%
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Suggestions for common approach to Payment evaluation. ' £
The Shortco@;ngs/difficulties with the existing guidelines:-— '

PR IR LIS TERVARES L

We are happy to say that thanks to the UNIDO study, the

Registry was able to look at iss own system of payment Evaluation

o

.

g,

and identify theshortcomings in the data base and also to
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determine items of action, which would help in a more positive

s
~
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evaluation of future collaboration proposalse
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Lo

At the same time there are some difficulties witnh the Bxisﬁing
Guidelines evolved by UNIDO which aré being listed out and

thereafter an attempt will be made to see as to what can be a
revised format for the guidélines. In.this assessment, we are

in agreement with many ol the conclusions reached by the Portuguese

study.

In the Indian case, the study shows that in a majority of the

R TRRpe e R RT ST BT T IIRTUR R R SEEY L N A ﬁ
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cases down payments are involved even where there are Royalty payments.’

In fact there is a fairly large number of cases where only Down

Srsty Avan i

payments are involved. Down payments have been used to determine
the Licensor's share of entexprise profts according to the

guidelines and calculations have been made accordingly.

M A 4».-.1.7 e
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An important reason as to why the Down payments have to be taken
into account is, because the Licensor is after all interested in

how much money flows imto him. He is not concerned as to what is

T — ey
T TRILE LR WP )

his share of the Enterprise profits in making calculations. He

o

determines the quantum on the basis of nis projections on Royalty,

but the certainty for which lies in the down payments.
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Here Pax Rates become a very important ekement of deéermining
how he will allocate his expectations of financial flows
between Royalty & Down payments. Take for eXample the Indian
case. The Tax rate on Royalty payments is 40% and if to that
is added the tax on Income then the tax rate becomes even
higher. On the other hand in Down payments there is the
certainty of tax incidence. It is 40% if the technology transfer
takes place in India and 20% if the technology transfer takes
plaée outside India. Again down Payments can be made subject
to taxes (Indian) or this being borne by the Indian licensee.
There is therefore, a definite attractiveness to taking a
big chunk of his expected payments in the ahape oL Down payments°
For making tne yearwise calculations we can attribute the
Down payments yearwise over the period of the contract.
In the Indian case the Down payments are normally distributed

over three standard instalments.

The impact of tax rates has also to be studied in terms of
other components of payments to the foreign collaborator. This
may have some impact in classifying some of the payments as
towards services chargés, teaching fees etc. Similarly some
part of the payments may be in the shape of payments to

technicians.

A factor which has not been attempted to be quantified iiss

is the impact of Foreign exchange controls on the payments made.
The Portuguese study recognises the impact of ?Gentlemen}s_
Agré?ents; by virtue of which sometimes there may be an effort

to show a higher pay out to the foreign partner, especially

if he is expected to pay the bills for such expenses in respect
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of which normally the local counterpart would find it
difficult, under rules, to get release of Foreign exchange

from Government. This would have the impact of the Registry

-Hw;.-. B I T

trying to reduce the LSEP if it appears to be unduly hig?>after heqon
-.:.,i ‘
accounting for both the Down payments and Royyalty, and yet the %2%
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two concerned parties are happy at their modus vivendi.

H

We have not attempted to correlate the relationship between

equity levels and royalty payments made;

ANL RTINS

Similarly the Licensor's share of Enterprise Profits, is also
not the only factor which would determine the rational choices
of the Licensee. The question of taxes, affeéts equally the

Licensee.and often he is not really'interested in a high level

of Net Profit Before Taxes, because given the tax-structure,

Syvaren

much of it is likely to be taxed awaye. So he would prefer to

bring down NPBT and resort to various accounting practicés,

PREE ET O

sometimes sharp practice%’té substantially depress NPBT.

N
/s
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This would be g¢especially true of closely held firms or family
firms. This one single factor affects the validity of the whole

concept of TTF and LSEP as indica%%;%.which can be rel.iably used

_‘é
i
$
¥
£

by the Registry, unless the Registry can do an independent and
in depth costing of each proposal. For this reason it would be

hazardous, unless the Registry takes this factor into account,

to intervene and to suggest lower Royalty or Down payments to
the collaborator, unless it simultaneously has some means of

ensuring rectitude in the local firm,

e e
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During ouw discussions with Indian businessmen we Ffound that
another reacon wny they are not unduly concerned with the fact
that the Licensors appeared to be taking away a rather high
share of Enterprise Profits, was becauuse they looked at their
profits over a longer horizon than what the contract period
allcwed for royalty payments. Given the fact that it takes

an year or two to stag}ise the production of an enterprise,

a period of five years does not in many cases offer much by way
of Royaﬂ%y to the Foreign collaborator. So the local enterpreneur
tries to balance his expected profiﬁs oVer the time span which
he believes the tecinnology will take to becbme 6bsolete or
uncompetitive in his country, with the total of down payments
and royalty which he expects to pay to the Foreign éoiléboﬁaiof.

The guidelines may have to be modified to take this into account.

When carrying out the calculations for the analysis, we found
that the TTF has wide fluctuations fromm year to year. The
fluctuations on an annual basis should point to some difficulties

to the use of TTF as a reliable tool of analysis.

A3 has beeil earlier stated, Nef Profits Before Taxes were not
available for multi-produci companies, for the pafticular4product
prcduced by the collaboration. We feel that it is necessary

to carry out a further studyto £ind out what is happehing

in these cases, because these are the bigger companies, they would
also be companies yhich may have less problems of }Gentlemenéé

agreements! or tax evasioq’and would also be in a position -

to have had negotiations on a more equal basis with the

foreign collaborator,

!
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The UNIDO guidelines have appreciated the difficulty of

finding an adequate discount factor, given that the Prime
lending rate changes from year to year and oiten within the year
itself. Another discounting factor could be the price indexe.
After a careful consideration of the issues involved and the

Bank rate, we have used a uniform discount rate of ten per cent.

We have also found from experience as well as discussions with
concerned industrialists, that the foreign collaborator is
interested not in the percentages but in the amount he takes home.
It has, therefore, to be studieéi;o what extent it is essential
to introduce the impact of taxes and to account for the Net
Payments and not the gross payments. This would also assist in
making purposeful inter~country comparisons. How this is to be

integrated into the guidelines will have to be studied separately.

There is finally the question as to what extent the foreign
company is attempting to earn its profits in the shape of higher
prices of imported'components and raw materials by incorxporating
restrictive clauses regarding tied imports, and the effort also
to push up the prices of capital goods where these are to be

bought from the Licensor—company.

The need for a more detailed contract evaluation:

When carrying out this study we felt tha need for a separate
and more detailed study of a few select coatracts to ascertain

as to what extent some of the factors listed above affecting the

guidelines on Payment evaluation, influence individual contracts,
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and how much weight is to be assigned to each of these factors.

It is suggested that such a study could be built round the
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following elements:
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A few contracts in which the Registry has intervened to reduce
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the Down Payments, or royalty, or both)and a few which have been
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avproved as proposed. FYor those in which the Registry has intervened;
a comparison with what would have been the impact on LSEP ]
if the Royalty and Down payments as proposed had been permitted.

For a carefully selected éample of contracts, a €ase Study approach

would have to be adopted looking at the whole procéss BZ as to how
the local company (i) identified its potential collaboratox

(ii) thereafter how did it negotiate with it in arriving at agreed

NI 1A L 1 A TP U G Ay e

terms. {iii) what were the various elements of compensation to
the collaboratox, those constituents comprising down payments,
Royalty payments for engineering services, training, technicians
salary, costing of inputs purchased from the collaborator or the

restrictive conditionimposed.

By T R LA PRSI

The study should look at the Records available with the Registry

as well as of the Federal organisations dealing with exchange
controls, the firms records dealing with the determination of

royalty etc. Discussions/interviews should be held with the

concerned parties, the foreign and local firm involved, as well as

the concerned officials. The study would also need to loo:iz at
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the mechanism cf Technology Evaluation and also what action

was taken at the Registry level as well as the firm level to
ensure adequate transfer of technology, its absorption and
adaptation. After all what the Registry is concerned with is
payyment for technology, and unless there is some understanding
of the technology issues involved, the evaluation of payment

would be somewhat divorced from realit&. Such a study would

admititedly be difficult, but it is not impossible and is
necessary. If an inter—country comparison could be carried
out along these lines, it would be invaluable in providing

an insight nnto understanding what is happening in payments
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and the impact and scope of Registry intervention.
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royalty rates and the down payments regarding these agreements are

based on actuals as approved by the Registry. Table IV contains an

analysis of three cases iavolving foreign collaboration by local manufacturers

for tyres and tubes w-ith multinational companies given at about the sarﬁe time.
It was observed that Licensor!s share of Enterprise Profits

(LSEP) range from a high of 60% to a low of 2% in the historical data -

A e s prereee e ww—n T Y ATPEwIIL ey A 10N e b

Table I. In Table Il it varies from 66% to 17;70 and in Table Ul the projection
is from £o Z to '072‘ . Inthe case of Phillipines the highest
percentage of LSE? was 71.2% andthe lowest was 30%. Similarly in the case
of Portugal, LSEP vé.ried between 70.6% and 1.9%.

Statistical values h-ave been derived from these three Tables,
and are shown in Table V. Comparable statistical data of the Portugese
and the Philipino studies have also been included in this Table.

In the case of contracts contained in Tables I and III coefficient

B I

of corelation (r? values) between 'Royalty on Sales® (ROS) and 'Licensor®s
share in Enterprise Profit (LSEP) is negative in all cases, signifying,
thereby, that there exists inverse correlation between these two variables.
Though, in case of Table-l and Table-II ’r! values are not significant

but in case of Table~Il where we have introduced assumed profitability this

NIy W s e e gy . M N RN

1, % value is not so insignificant as it is - 0.27. However, though we can
compare all these !r' values without calculating *probable error?, prima

facie we can say in case of Table-I[, 'r® value is substantially higher as
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compared to that in other two sets.

On the basis of above we can say that notwithstanding the P

AR KL

extent of correlation between ROS & LSEP, these two variables move

oy

inversely. If Royalty amount (fixed with sales) goes up, our data shows

b

#omererpa v
.

that Licensor's share in the profit of the enterprise will go down. Since

v
Er'x

in the normal circumstances one would have expected the enterprise

profits to go up or down, proportionately with the sales of the enterprise,

g e

we felt that there was a need to analyse the relation between various

FIINN

components which are included in *Licensor's Shar:e and 'Royalty’ which

will explain the inverse correlation between RGS and LSEP. According

to us the reason lies in the element of down payment included in the royalty.

This has an important bearing on our policy related to *technology imports?.
If we observe the values of arithmetic mean of LSEP in all the

three sets of data and compare it with the values of weighted mean where

the weights assigned are respective NSV's, we find substantial
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divergence between these two values, which speaks of the importance of
Net Sales Value. Whereas this divergence its highest in Table-I data, it

is least in Table-~III,

-

Similarly, if we compare the values of arithmetic mean of

TTF and 2 weighted mean of TTF, divergence is highest in Table I data

R Lt (B e

and least in Table~IL, -
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We can say that importance of assigning weights in Table-1
data is much more 2s compared to that in other tables.

Median is very near to weighted mean of LSEP in Table-I and
Table-IIL. In case of TTF, Median is approximately the weighted mean
in Table-L and it is not very far in Ta*-'=-III.

Since data is for widely diverse activities no irﬁerence based
on mode or its comparison can be relevant in our case. Mode of LSEP
is 20 in 'i'able-l and Table-~IL wheréas Table-Il is bimodal.

. It is to be noticed that even for the same product (éxamples
items No.9, 17, 18, 19 and 20 of Table II) where the' foreign collaborations

were granted at the same time on almost similar terms the LSEP and TTFE

vary considerably. This point is clearly brought out by the three cases

analysed in Table IV. Here three companies were approved for manufacture

of tyres and tubes. While two of the companies ran into serious financial
difficulties and accumulated huge losses, one started by. making losses
but ultimatély' ended with a considerable profit. It i.s.obfvious that it no
positive corrélation can be esfablished in for'.eign ;p}lab;rgtiosz: gra.ntedr
on similar terms at the same time for the same produwct, it would be much
more difficult to establish a correlation between Royalty rates and LSEP

with other products. This is borne out by the statistical analysis

mentioned above.
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A further difficulty in calculating the TTFEF was that in
certain cases the licensees had éuifcred losses and the existing LSEP
guidelines did not specifically take such a situation into account. These
firms which suffered these losses were modern and basically industrial
enterprises, some of them multi-product, and experienced in handling
foreign collaborations. Given even their own projecticns, the Registry
would have found it very difficult to apply any rélevant yardstick to look
at the royalty rates, and in the light of subsg‘quent losses, could not have
suggested as to what should be the appropriate rates of royalty for
undertaking the collaboration. The first two cases in Table IV clearly
Jllustrate this point., However, in computing our information and preparing
Tables I to III, we have, as already mentioned above, excluded &1l
companies which accumulated losses during the term of the foreign
collaboration.

In submitting an Agreement for 2L.pprova1, a Licens :e may not
provide, or for reasons of privileged confidentiality may not want to
provide profit data. Again, profit has various elements and we would
have to be very specific as to what elements are being cqrﬁputed. In fact,
we have had to depend on an industry-wise profit projection to qué.nﬁi_fy

LSEP in Table II. If, as we have seen, it is difficult to get this information
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about actual profit after the event, it would be next to impos sible for

the Registry to get this information for multi-product firms when it

applies for a foreign collaboration. Otherwise also, profits may vary
from company to company as had been exemplified by the cases in Table

. IV. To apply a uniform yardstick to such cases would lead to ar anomalous
state of affairs. We also feel that if the Registry were to give norms, the
firm would resort to applying for foreign collaboration with rosy forecasts
of LSEP and TTF rates thought desirable by the Registry. An additional

v

handicap would lie in the fact that profitability levels and projectf%nwm&d

R . . I
vary from year to year.

We have computed down payment also as part of Royalty

Payment for the purpose of Tables I-IV. A question arises as how should
dividends on amount of equity participation be accounted for. In our sample
survey we have excluded foreign subsidiaries. However, some companies
having minority foreign participation have been included. A perusal of
Table I would show that such companies gene‘rally have lower LSEPs than
companies with no foreign equity. This points to the ne¢d for including
dividenﬁl, while computing royalty payable to the Licensors. Otherwise
also it appears logical where there is no Royalty and allied payments, to

ask the question: What will the Licensor's in effect receive for the
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licenseels use of know-how?
While we are discussing this general question we have to
consider the impact of taxes. Taxes on royalty payment can be very

high and may vary from country to country. In India these are 40% on k-

Royalty and at variable rate on Down Payments varying from 20% if the

BRI AL T g ATt

technology is transferred abroad to20% if the technblogy transfer takes
place in India. An approved royalty rate of 5% will, in fact, mean an
actual rate of 3% to the licensor. Given the situation that rates may vary
from country to country it would be advisable to compute LSEP and TTFE
after éxcluding the taxes payable by the Licensor, to enable us to
provide a comparative analysis. _ :
Another important factor wciuld be the time horizon. The licensor
is normally looking at the period for which the royalty is paya};le, the
licensee may have a longer perspective. The effective span as distinguished
from the agreed period of the collaboration var:Les from industry to industry ;
A reference to the Tables would indicate that collaborations involving the

longer terms have usually lower LSEPs then collaboration for shorter span.

Another difficulty i¥\applying the LSEP method for approving
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foreign collaboration in the case of India, lies in the concept of value : -

addition. At present royalty has to be calculated on the ex~factory sales

value after deducting the c.i.f. cost of imported components. Therefore,

|

royalty s being paid on the value added in the country. = It would be very
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difficult to calculate profit on the value added. Thercfore, adoption of LSEP

method in India would go against the National Policy of import substitution
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because the licensor would then try to resort to efforts at reducing the
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import content. The Portugu’se land Philipbw studies do not indicate how
A

royalty is computed in their countries. It is presumed that c.i.f. value of
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imported components is not deducted in their cases before working out the royalty
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payable. It, therefore, shows;

a) LSEP calculated in India cannot be compared to LSEP in Philiopines and
Portugal;
b) LSEPs in India are much higher than those in Portugal and Philippines

if our presumption is correct.
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Generally speaking, we feel that LSEP/TTF rnethodology can provide

Prewt o

a useful tool for the evaluation of -technology transfer Agreement. It is, however,
doubtful whether it can completely replace the existing criteria of royalty
payment. Our analysis points out a number of difficulties in lvooking at then,
contract as an income-sharing device. There are certain difkiculties in
forecasting future prospects. 2Projections can easily be map;pulated to show

higher or lower LSEPs; absence of inter-linkness between sales and profit,
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margins on different products, as pointed out by the Portuguese study increases iided
L] i i
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the probability of incorrect projections. The vast difference in LSKEP values SEet:

. ) .
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shown in the three Tables I-Ill provides support to these points. {fé
i

Sugedistions for Registry:

On the basis of our experience, and on the basis of our own study
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of these. The Registry should choose the best alternative keeping
in view thé interests of the Licensee, and the country.

e) Down payment should be construed as capitalised running royalty.
There need not be any ob},ection to a proposal based on the Party‘s

Agreement to share profits. However, the sharing of the profits should

be linked to maximisation of value addition in the country.

In our view royalties are generally preferable to lump sum

payments.
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Calculation of TTF and LSEP in 11 contracts, WPV celculioted at 10% dlscount
factor, ' All culcticns ln Indlan rupees, &lnount indicated dn theugsand
rupees, ' Data histerical, K L
No, Activity Rate of CTerm Equity Daun - NSV ROS upBT  TTF LSEP
Royalty SR of forecign Payment = w0 - '
' : P collaborator L ' - e
1 2 3 4 s 5 7 8 9 L0 1l
1, Steel Forgings 2 5.8 3,23% HTL 254908 5677 22582 3,98 209
2., Water Polluticn v | - '
control Equipment 5 i 6 NTL 792 39154 1430 5883 tel 2
3+ Industrial Heat.ng i 10 253 yal 67661 1141 3461 3,03  24,61%
Furnaces ; | B |
4. Industrial -Furnaces HNIL 5 259 '3, 400 per 83282 ae667 7475 4,48 1
, , Laiman
S5¢ Industrial I 314 5 '
Fans X 5% f . A | '
¥or cxports. : 5 M3 de‘h .58258 ‘2342 2967 l1.04 45
6., Alr Polluticn : . . T, i . .
. Control Equip- S ; 5 Nil 1046 20696 1577, 949 «04 ¢0
ents ' : o
7¢ Static Converters 5 7 1iY 745 13427 1326 14358 1,08 13
8, Tufted Carpets NTL 5 a4 5183 102531 6183 233¢5 3,78 20
~ e . : R X , R
93¢  E.R.W. Steel Tubes ks.5 per ||’ 10 31 4% 1000 ./ 467400 1000 ..48635 48,63 02
u““*;:Annum S S i ]ﬁfW-‘ . A
v “ TR : a I ”
."‘.' ‘ X j,“’ K 'll‘, ‘_; :‘:’;: - "'r;‘;‘; . E 13.' t' O. :‘r‘.' ‘1
TRRLR SEREVAS N BRI i




$e z $om
s 2 3 2 5] o 7 8 9 10 11
10, Agricultural 50 Dollars 7 40 NIL .2026267 19978 86804 4,34 23
Tractors Per Tractor - o
from 1976
to 1981 .
15 Dollars
from 1881
11, Excavaters e ‘
* Loader 5 -5 40 NIL 9925? | 1185 12447 10,50 08
N.Be Paymentsbon account dividends.
- on foreign cguity have not heen
included, 3233036 E5,€1

292,81
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- 1T
Caloulation of TTF and LSEP in 20 sontraots.

NPV caloulated at - 107 discount rate and with reference to the first vear of

CONT, ACT,

All calculations in Indian rupees.

Amounts indicated in thousand of rupses,

All data historical except profitability whioch has been assumed onnthe basis of average

profitability for industry for the duration of gontrant, as available from satigtiocs,

prepared by Reseyve Bank of India and Industrial Chambers

8.

2576

: S.No. Aotivity Royalty  Term Equity Down Profit‘ Net .
rate of co- payment percen Sales (?gilu- NPBE TIF (LSE;
1labo- tage value ai ag %)
rator agsumed . dowgg
- and used payment ) .
T ) ) 5 8 7 ) g 10 i 12
1, Loader Attach- 5 5 NIL 100 9.74 13968 338 1361 4,02 20
ments :
24 Vacuum Control 5 5 - NIL 150 9.74 3927 338 382 1.13 47
. Brake Equipment
3, Eleotro Pneumatic 5 8 NIL 700 9.74 16108 1179 1569 133 43
and Air Brake + +$
| Equipment 3 5
4, Cement Machinery 5 10 NIL 3000 9 181644 7016 16348 2,33 30
5, Tubular Hard Fa=- 3 5 NIG 150 7 1111 168 100 59 62
cing Electrodes
: and rods ‘
' 6, High speed 5 5 NIL 175 9 5611 540 505 935 $1
: Bottling plant
' 7. Aircraft forgings 5 5 NIL NIL 8 31855 1791 2867 1,60 38
% and other complex
' forgings ‘
' 8, Drying plants 5 .5 NIL 1147 9 85266 8574 3,752 23



1 2 2 4 5 6 1 8 9 10 13 12
9, Evaporators and 5 NIL 590 9233 858 831 . o097 50
orystalliser plants
10, Conveyor Belting 2.5 5 NIL 1070 5 242960 5876 12148 2,06 33
11, Vertical Turret
Lathes 6 10 NIL 300 8 2475 400 198 495 066
12, Vertical slobting
Machines 7.5 10 NIL 50 8 1862 126 149 1.18 46
13, Electro cast 4 7 20% NIL 8 69237 2770 5539 2 33
Refractiories _
14, Machine Tools 5 10 NIL NIiL 8 9667 200 773 3,88 20
15, Textile Machinery 10 NIL 250 11 2385 257 262 1.02 49
16, Gear Hobbing thread 10 NIL 228 10 21334 535 2133 3,98 20
Milling Maochines
17, Alr Circuit Breakers 5 4 NIL 157 17430 1220 816 1.49 40
18, Alr Circuit Breakers Sd S NIL NIL 168461 5280 11792 2.23 - 30
an
5
19, Moulded Cage 3 -5 NIL 204 7 33134 T30 2319 3,17 24
Circuit Breakers
- 20, MBulded Case NIL NIL 7 5789 052 Rrge] 1
Cirouit Breakers agd ° 3 SAT 403 b7 7



i
TABLY - !Jﬂ:
SJNo, Aotivity Royalty Term Iquity Down NoV ROS Profit  NEBD ITP LSkr
rate of co~ payment Yage
llabo=- agssumed
rator and used
1 2 3 4 5 6 T 8 9 10 11 12
1. Steel Calibrand 5 5 26% 1263 217307 9356 10,7 23252 2 448 2¢
Link ohains .
2. Roller Mills 5 5 39% 970 62377 2026 8.5 5302 2.6 27
3. Sodium vapour lamps 3 5 NIL 900 35133 2448 T.7 2705 1.10 47,
4, Uniflock (part of 5 5 NIL 986 39711 2844 742 2859 1,00 5C
~ Blow room machinery) ’
5 Carlimeter, fibre 5 5 NIL 493 22365 1508 72 1610 1.06 4¢
meter machines _ .
6. Pneumatic 4 5 35% 201 42639 1619 Te.6 3240 2.00 33
- Motors
7. Vibration testing 3 5 404 700 8533 1222 13 1109 #91 52
instruments - ,
8. Hégh speed chambers § 5 NIL 310 | 232243 9901 7e2 16721 1,68 37
© With acoessories -
9. Hydraulic excava- 5 5 NIL 1460 205252 11371 9.7 19909 1475 3€
tor & loaders .
10, Rerailing and 5 5 NIL 828 48283 6114 11 5311 .86 5%
rescue equipments ,
11, Jiggurs 5 5 39% 912 102513 4805 9.3 9533 1,98 33
12, Frioction draft 4 5 . NIL 424 46859 2395 10,5 4920 2,05 32
gears .

13. Fuel saving packa- 5 5 NIL 473 56596 6078 T4 4188 68 59
ged High Efficiency o ,
Steam Generators



cells

) 5 6 T B g 10 4 12

14, Gaskets ¥1L, 828 83834 5244 13 1090 2,07 32

15, High ocapacity NIL NIL 94158 3821 9,7 9133 2,40 29
Couplers

16, Poly-urethane NIL 244 319941 19379 13 41592 2.14 32
regsing

17, Birder and columns NIL NIL 27100 1528 10 2710 1.78 35

. for Hot Blast Stones

18, Electronic Recording NIL NIL 13993 741 12 1679 2,26 30
Instruments .

19, Single & two column NIL 3105 139955 12466 9 12596 1.01 50
Sheetfed offset ,
printing machires

20, High capacity friction CFIL  NIL 71552 2935 10,5 7512 2,5 28
draft gears .

21, Rubbarised nylon NIL 309 3228 478 10 332 0694 59

: sandwich belling

22, Vacuum filters ad NIL 500 52216 2461 9.4 4908 1,99 33
pressure filters

23, Special industrial .. NIL 1000 57635 4110 Te5 4322 1,05 48
Heat Treatment
Furmaces

24, Marine pumps NIL 418 10107 1144 Te4 747 .65 60

25, Nickel cadmimum NIL 300 116299 1093 12 13955 12,76 07



.

| e T
TABLE IV
Three agreemenis on Automobile Tyres ¢ Tubes

C-I Amounts in hundred
thousand rupees

T.No. Royalty verms Tern Down ROS NSV NEBT TT3 LSEP
payment
; 1 2 3 4 5 6 7 8 9
} 1. On internal sale For five 26,20 241,04 19419 gg protits agorued. Dois not Dois not
; o - years, ex- e company has arise arise,
%g%toné;szng ti%g;Nos' tendeé for accunmulated losses
per gznnm another of Rs,1670 hundred
14 on balance upto 2  I1iVe years tﬁgusandf guring
lakh nos. ' & period.,
On Exports
4% but only ou over
and above 10% obli-
gatory ex orts
2, Same as in No, 1 Same as in  36.20 119,23 5488  Has collected a ~30= =do-
above S No, 1 above net loss after
depreoiation of
Re ,2700 hundred
thousand rupees
‘3. 24 on ex-factory sale 5 years ex~ 50,78 307,55 62072 513.98 1.67  $37
value tended by
another 5

years in 1979

1.25% on sales
value during
extension

*
NB. Performamce given only for 8 years.
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TABLE - V

RESULTS AT A GLADNCE

-y

0. Statistical measure Tabkle~I Table~1I Table-III Phillipines Portugal
(Historical data) (Historical Data, (projected
profitability figures)
assumed)
1., Coefficient of 00.08 00,27 00.04 0.08779 0.007
correlation (r)
2. Weighted Mean of LSEP 19,85 30,08 34,00 19,6
3. Arithmetic Mean of ISEP 26462 3710 39,14 21481 33
4, Median of LSEP 20,00 35450 35.00 18,73
S Mode of LSEP 20,00 20,00 (Bimodal)
32 M1
33 M2
6. Weighted Mean of TTF 4,44 2.47 2445
7. Arithmetic Mean of TTF 7.78 ' 2.13 2,06
8. Median of TTF 3.98 1.80 1.78
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NO.FC:1(&)/7€-CCC Cell
Government of India
Ministry of Industry -
Department of Industrial Daevelopment
Secretariat for Industrial Approvals.

LS

. ' New Delhi, the 1eth Octobsr, 197¢

Subjects . Tééhhical Bvaluation Cormmittee to evall_iate imported g
. .~ . technology ete., : : o o

R "The need for evolving an appropriate system for -
evaluation of indigenous and imported technoligies had recently . :
bean discussed at length by the Group of Ministers. A view has
been takesn that the DGTD should take steps to further improve :
thed present-set up for maintaining of data on indigenous technology

and information about its availability for transmisd on to the
Adrinistrative Ministries and licensing authorities. Cn the

question of import of technology, it was agreed that the

different discipliness of technical expertise should interact

and evaluate its merits ags well as it-s acczptability. For

this prupose it has been decided to constitute a Technical

svaluat ion Committee., Tha followinz will be the composition -
of the Committee: .

1¢ Brig. B.J. Shahaney, Chairman
Secratary,.T.D,

2., ohri Baldev Singh, Member
Chief Tecmnology . '
Utilisation - CSIR.

3. ‘Prof. G. Janki Ranm, " Member
. Project Cosordinator, :
Deptt. of Science &

Technology.
% Shri €.¥.3. Ratnam, Member
. M.D,, NRDC. : ‘ !
5. Shri K.X. Ramaswam}" Member
Dy. Director General,
DGTD.

te Snri M. Biswas, D,C. JGTD Member—Sécy.

--.¢02/-/' /
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2. - The principal function of this Committea will be

to evaluate the technology proposed to be imported as against

indig=nous technology, if available, the need for upgradation-
of such technology etc. The system of evaluation through .

_this Committee will be integrated with the finctions of the

Saopetariat for Industrial Approvals, so that the Committeefs

opinion is made available to the SIA as well as to the Administraé
‘tive Ministry who will take a final view and present the proposal
‘before the appropriate Licensing Cormittee or the Foreign =

~ Investment ‘Board. While commenting on the justification for -
- ."importing a- particular technalogy and the broad reasonablenes
.the térms’ asked for, the:Teckmical Zvaluation Committee will .
_.-as 'a rule leave the final terms to be settled between tha ... < .
. “appropriate - Licensing Committee/Foreign Investment Board and the -
" Administrative Ministry ‘con L -

3. Secistariw for austrisl Approvals will provide -
_ the'Saceetariat. It-will forward copias of the relevant - - -
applications to the Nember. Secretary. The Technical Evaluaticn

Committee will forward its consolidated racommendations to the |
SIA with a copy to the admin istrative Ministry within period
of 30 days from the date of refeferral of the application by

the SIA. o
Sd/=
{(G.N, Mehra)
Joint Sacr2tary to the Govt. of India.
1e Mamber of the Technical Bvaluation Committee,
2e Administrative Ministries/Tecimnical Departuments.
3e All officers & Sections in the SIA. y
. ' -‘b

s of .

cerned with the. Industrye. . sl .

‘
l.
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COMPO3 IT 10N OF TSCTNICAL SVALUATION _COMMIT T3

'The following is the composition of the Technical
4vaiuation Cormittse:

1. Secrstary (Technical - Chairman
: Development)
2, Cowcil of Scientific & Menmber

Injustrial Research

- 3,. National Research Develop- 'Member-
_— ment Corporation P

. -Deptt. of Science & : . Member ) '
a Tecmology . L R

5. D.D.G. (DGTD) "7 Member - |

€. An officer of DGTD " MNember-3acretar.

St e

The principal function of this Committee will be
to evaluate the tecklmology proposed to be imported as against
in4izenous tecmolozy, if available, the n=ed for upsralation
of such tachmology 2tc. The systen of evaluation through
tris Committze will be integrated with the functions of tha
~“acpabariat for Intustrial Approvals, that tha Cormittee's
opinion is mad2 availabl= to the SIA as wall as to the :

Amin isEnative Ministry who waill take a final viaw and prasent te
roposal bafors the aonropriate Licensing Committss or the Foreign
n7astment 3oard. While cormenting on the justification for

importing a particular tecmolozy and the broad reascnavlena2ss of

the tarms askad for, the Technic: Gvaluation Committee will as

a rule lsave the fingl terms to be seitled betwesn the appropriace:

Licensing Committee/Forzign Iavestment Board and the Administratilve

Ministry concerned with the Industry.
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nl cases eof foreign investment and. collaboratien

fall within the jurisdiction of the Foreign Investment Beard.
Even whers the Primary responsibility rests with the .
Adnministrative Ministry concerned under powers delagated to.
the Ministry, the Board has the supervisory functions in
respe€t of the disposal of the applications and may call.

for tnd deal with any individual applications In the Board

itself,- At present .the fOIlwing is the coxnpositim of
. th‘ F.IOB. o . e

R PR
- <2.:

-‘3. _ ‘

e
6.
7.
8.

9
10,

11.

!

Secretary Beptt. _of n.cenomic Affairs - Chairman

Secrstary, Beytt of Ininstrial Devdopment Member o
Secretary, Tec!nical Bovelopmant nczr o -do- o

-'Secreta.ryy Daptt. of Petraleum T.: -ao- -
Secretary, Ministi‘y of Comwrce R "”‘ v

- Secretary, len:}.ng COmm+asim - o .“.' ;
Secretax'-v, Deptt, of Comnany Affairs =do=
Secretary, Depit. of ociance & Taclfnolozy | =~do=
Director General, Council of Scianbific -dow
and Indusfrial Resaarch. -
Secretary of the Adrinistrative Ministry P
concamed, . .
Joint Secratary inchargs of SIA, Membex;-Sécretary. ;

Deptt. of Indusurial Devalopment.

N, -«sm/‘

o U0
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N COLTABCRATION ATTRCVALS RIN

AINZLURE TC FORE

1. The total non-resident share holding 1n‘the joint venture
should in no case exceed the percentaoe irdicated in the -
anprovﬁl 1stter. e . _

2. The roJalJJ will be calculatcd on th ba81s of *he net
ex=Tactory sale price of the product exclusive of exzcise
duties, pinus the cost of . the standard. bought -out components

and the landed cost of imported components, 1rrnspb0u1ve of
%be sourge- .91 procurement including ocean freight, insurance,
custon duties etc. The paymwnt of rOJalty at: fhe'rate,
nentioned in- the approval letter will be restricted to
Licensed/Rugis red cap301 ty plus 25% in excess therszof or.
on such capa01tj as is specified in’ the approval letter. -
cL In case of production in -excess of this quantuxm, prior -~
v ~approval of Government would have to b _oo;alnud regarding
' the terms of oujwbnu of rovalty in. rbspec+ of such excess.
nrodaﬂtlon. i T B

ng The forcign collaborator skall be paid lumpsun specified in

the approval letter, subject t0 applicacle Indian taxes, for

_ technical know-how, drawings, designs, documentetion,

v ercction and ““WmiSSlOnl“d etce The lumpsum shall be
in threc instecllnents as detziled belowe-

ent

va) First 1/3 after the agrcement has boon taken on reocord.

2id

b(j

'-l

b) Second 1/3 on delivery of tecknical dacuqutpt Znge

c) and Tin2l 1/3 on the conmenceuent of commorcial
tion or four Jﬂars HLULr the agreszment is taken on
.(,' .

4. ro” undertunlnﬂ the export obligation cnecified in the avproval

leute , the recuisite guarantee i.e, legﬂ‘ unuOftJhlng/ban

tarantee a3 may he required should be furnished according

to the aetallea instructions issued by thz Chiesf Cortr0110"
of Imports and Yzports (20 Cell) and the Mipistry ci -Commarce
(£P), who may be contacted in the matter.. o

tion c¢f the aurecement sna’l be for a p°r10d of f£ive
ears f on the date’the agreemznts is taken om record or
7en spmercial

’“Dm the date of cormencemont of coonm
od heyond thr

<9 hhes
[
S <
o
Q\«

ro d :‘loﬂ rovidod production is not delayr
yecaxy of the aa* the agreement is taien ca record (i.e. 2
maximum period of eight yecars from' the date ol the agrcement

is taken on reccard). Within this pericd, the Indian Comoany
should dovelop and set up their own dezign and researc
facilities so that continued dependence ci foreign oollaboratipn
teyond’ thlg period will not bg necessarye S

4 4,

6. Exports\sha’l be pernltt°d to 21l ‘countries excapt wherg the
forcign colloborator has existing licensing arraqgﬂments for
manufacturc. In tne latter case, ‘the countrlﬂs ~oncerncd shall

_~>bb SUQClIlu«. : . el : : -,_4:-

7. Import cf capitai equipment and raw mzterials would “be allowcd ,
ag per import policy prevailing from ulﬂ to time, /
' ' . .,,. . -,.2 _"
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8e The Indlan Comoany should be freo to sub-lwcense tbb~
~ technical know=how/product design/engireering design
under the agreement to another Indian party, should-it . L
~-become necessary..” The terms of such sub-licensing Wlll ‘ o
-however,.be as mutually agreed to by all:the parties concern:d
..-including the foreign collaborators and #will-be subJect to
the approval.of Government."; - u.“fj'“,‘,o L

lﬂ%"9- Deputatlon of techn1c1ans elther Way W1ll be sub’ect to prlor
“approval: .of the Reserve Bank of India’in terms of- number,rg,
perlod of encagement remuneratlon etc.%'u SRV U L

:, . L\ v;‘m

10 Forelgn-brana nameg Wlll not ordlnariiy be allowed for use on -
‘the products for internal sales although there is.-no obJectlon‘_
to thelr‘use on prOduCuS to ‘be exported._:“.“ _‘ff i R

L R
R

11a In case the 1tem of manufacture is one whlch\zé patented in
Indiz, the payment of royalty/lumpsum payments made by the
Indian Company to Foreign Ccollaborator during ths perloﬁ of
agreemént shall also constitute full corpenoa+lon for usc of
the patent rights till the expiry of life of thes patent and
the Indian Company snhzall be free 30 manufacture that iten even
after cxpiry <f the collabordtion agrco:ent without making
any 2dditionzl payments. A specific provision in this resard
nust be 1ncor‘oratea in the collaboration agreecment to be
entered into between the two nnrtlgg. 3

12.In case any consultancy is required to execute the project
this should be cbtained from an Indian consultancy enginee r*ng
firn. If the foreign consultancy is considered unavo*dabl ’
an Indizn cunoultanCJ f;rm should neverthless be the orl:e
consultont. : S

el S -
LI . . B :

13.The 2g eemert shall be subgect to Indlan laws.

14.The Indian conpany cshould COnP ra to the Administrative
Ministry/Departnent referred to in the letter and also to _
the Forergn Collatoration-II Section, Secretariat for Industri-
al Approvals, Udyog Bhavan, New Dolhi-110011 <het theternms ’
of- collaboratlon stipulated in the let‘ﬂr and in tne A_neyure
‘are acceptable to that. : :

15 Ten COpieS cf the collaboration agrecment wnich should be
~strictly in accordance with the terms as indicated above, ag |
- finally executed, and which should be sizned by both thev
"partxes nay be furqlshed to the- Admlnlgtratlvo Mlnictr ‘
’;Dopartment referred to ;n ‘the letter. 5 R O

.

Y SR SN g
""’ '-'.- r t s-u.,x,’f i .

”:163The Indlan company shou,d ‘submit a: return about the progross'
.7 of the undertaking as in the form' enclosed, showing the _position
fas cn 31st December, each year.  This return ghould be
“gubmitted by the 31st January, the following year annually
74111 the date of expiry of foreign collaboration agreement.
‘“Thlo return phould be a&dressed to” tbe folIOW1ng authorlfles.’

“
P
. . v . .
s - . . . . . o
e o~




17.

e Alninistrative Ministry/Dircrizent
sncerned with the fiz2lded of cellaboration.

e Dirsctorate Gomeral of fecnical Developzens,
Udyog Bhaven, New Delhi - 1190011

( to be sent in duplicate ).

Tne S2cretariat for Industrind :nnrovqlo
Foreisn Collaburation~II Section) Dopartaent of
Industrizl uavploozcnt, Tlyoz Bu.van,

New Delhi - 110019

Miniztry of Finance, (Department of Economic Affairs),
North Blcck, Now Delhi.

Under 3zcretary to the Government cf India

i -
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TALL
Eelsyleﬁisn-9£-IIE_QDLEQEE_LQ_25_Le_t_zan9992-2&11zeeina_éazgsasusa
1. On approved basijs ‘ 2. Unit: MM Pisos (NPV,5 years unless otherwise noted 10% dig-
count rav )
Eirm Activity N5V s Npu A NPBT 1p Lsep
I3
-Code 1 franchise 63 2.0k 12015 1.50 8.11 13.65 11.0%
Code 2 Construction 201 0.75% 39,04 1.51 2%.92 41.82 3.7%
Code 3 Food
Projected 1,458 0.925% 5.46 13.50 0.40 18.96  71.2%
tistorical(4 vrs) 708 s 100X 10.72 7.22 1.48 17.43  40.8% .
Code 4(3 yrs) Garments 104 1.009% 0.84 1.07 1.81 3.00  35,.6% .
Code 5( {NC) Consumer goods
Projected 1,682 2.60x 309 34.25 ¢.02 343.29 9.9%
Historical(4 yrs) 5.8 3.3% 69 18.54 a.72 87.60 21.2%
Code 6(THC) Pharmaceuticals
Projected 1,248 4.77% 180,20 59.56 3.02 239.77 24.8%
Historical 430 5.50% 58.18 24.13 2.9 82.31 29,3%
Code 7(1KC) : Electronic 195 1.5% 21.94 6.73 10.93 34.86 8.38%
Cude 8 Automotive INn 2.004 . 14,48 1.29 2.15 21,21 31.75%

loge & Pharmaceutical 43 3.00% 5.52 13.58 4,26 6.814 19.01%




E

Code 10(3 yrs)

Code 11

Code 11
Code 13
Code 14
Code 15
Code 16
Code 1f
Code 18

Code 12
Historical

(& yrs)

Code 20 (1..2)

Activity

Food

Food

Chemical
Electrical qoods
Equipment
Electronic
Pharmaceuticals
Misc.

Equipment

Electronic

Pnarraccuticals

z
u
<

|

1176

a8

58

220

202

ROS

3.00%

2,00%

2.3%

4.1%

34.00

19,99

s

7.17

36.61

0.167

3.492

1.82

0.36

NPUuT
I

1.53

4.42

48,55

25.38

1.77

12.84

44,88

28.01% Historical

21.28%

11.14%
45.4%

20.0%

39.46%

18.45%

Recalculated
From Post tax
Data: Tax
rate 35%

{
!
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FORKINEE &

Reparding the tvpes of pavment . it should be pointed ot again

that the =ample la womehow different from the norm, In the sense that

there s a relatively higher proportion of Tleense apreement s ent

alling
fixed pavmenta.

Nevertheless, the gt ilfzat fon of dlar cunted values enahles us

to solve thic problem at leagar partfaliy.

Table gy

S
TARGNT Ty NIMAKR OF
© CONTRACTS
Fixed paymentc< 4
Royalty 4
Tewn payment
‘Reoyalty 5
t .
Honorary (a) ‘ ?
TOTAL : 16 :

i

f

Source: F.[.I.

(a) Two contracts of routine technical assldatance. -
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VAT e s

It shomld he “treased that contrac

ts under ] yearg are for technical °
assfstance . Unbappily the

sample does not Accurately reflect the ‘ :

Q||ral||‘n breakdown of agreements approved by the F.[.1. {ndeed, the '

share of vtentracts of a 7 apd 10 years pertod in the sample lq quite

higher than (¢ f. In overall contracea registered, b/ .
:
|

Toble 171}

Purat fon

DURATION NO OF

PERION CONTRACTS
(years) '

v 1(a)

N
i 3 i
i 6 ,
/ ?
10 3
j
TOTAL 16

Source: F.1.1.

(a) Contracts of routine technical assistance,
—_—

f/ The pPercentage of license agreements of more than 5 years duratfion
has been of aboyc 23 pPer cent {n 1991.
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ahle 1g

. anhv‘--lnulrnl Floemoent o
Number of
Know-how Frademarug Feehinge g ANaciur | Trnlnlnv Patencee Engineer Contractgq
X
N x ’ |
't X X
H x A
X |
X . )
X ) (
_ ]
. %
4
3
H
A
$
4
§
1
I3
1

K‘J‘.“XN*
&

e e L L R
~
B3

-2(a)

() Hont fne (., Brore iy [T [ UR A SE TR I

Note: I'his tahil,.

Leads as ol foa ot
telating 0 (he

RO e 1or instan, e 4
SRR trolemarks (o
2 agreement s Whete o b, Enow-how

ind trademarks,
s also Provided,
[

dgreement 4
¥ether;  there are
technlcal

ctobowo-show 40
Assistance

¢

crqwean o -

WL e F.r.u.

fhis reference to techiebor fegl element |, g (mpnrtant, since the
level or Pavments can be iuflunnu(.l,ry the type, number and
i

characterlsclcs
of the technolovical [te

ms supplicag.

Contraces studied coney i

ahilnery and o

the tollowing Sectors: metal produces,
lectronics (7Y, <howialsy (5), parmeats (3) and metallurgy (1),

fhe daration of the Ay o

s As shoa,, in Table (¢,
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Tahle V

poQs |1 .
Teee ns PAYHE T JihuEALInn [eonEiT DATE oars . iaL fonrINer
ACTIVITY Sh100s ' ' . Lsie ROYALTY USRI A
(ONTBAL§° tery Cfltop A 1 TiF (N RATE PALE ;
e . . ) - (v} {1} j
- - T e m———— — vt m— -
LRangy ( o inhv Ayt Avioang
» VitEn YRR ) Fi o)Ay (I 0712 577 5.05 At
ERE
. T _——
R R BISE Snpsaty » foneany s .
‘ ! ' Pet TN A 7 .y 2.018 7.
(b IA .
Ty
e o ¥
oL ‘ U S
O R Aybuais {
GARIE T . - . .
. LIes ;,:-'.:‘- YT Iy 17 4 906 1% 9 n 154 ~ i
Sl SATE !
oo | opend I I
1 R tiCene ewn | AT ! n a7 A 7. hEH 5 4
i Ehrnp ot *
: . S Y
! Lpvar Ty ! »
! n FUSEY S
. O , P R ' . Maren )
TR TR IS BIREE SRR : Cray 19 RED! 50 % 5.000 5.0
; ' sare :
b ! t
1 [ t .. .
PLASTIL FuoL 76 o LITEn b vk Ty !.’; _"; " N A 19 1.067 vl
: bowrs
_ - . ¢ ' R e
FLASTIC PECL .70 uitdw't D aoer o o, - y - 6 ”0; -,
! : oy i
: i !
H ’- §
- - b ' . | ' RS § N
METaLT NGy L ’ - | oy 5 510 1.0,
. RTINS
H : ' ! '
| , . ! ]
: f | ~
: ' ' H Sl
Poioeq - : - : ; o ) ,
i ¢ ; - . !
; . e | '
. i :
+ ' 1 4 . - .
“ . . ) . i !
f'l Pl A [ ' ) -3 i 3 ! |
R S ol : o K : :
! ! : ‘ !
i . .
P o ; - P b o o s o
pBLLL WL ARTH A LTI N L T i b ERIE | S 554 -
' sarmr '
i ' H
i R - : B b
i'~————-'——-4'-»—— - P T A . B b — — —
ARSI R TS E g CILENSE : s ety : i HESR 5019 16.4 1.522 0 H
: i COUAYMINT L ! .
! . i , |
} et ! |
: Autauir | s ;
SR P S —— . e e r R S e e e e —
i f ! : . ) "
PLLLLimil MU A Liceast Pt d o IS P £ 1638 14.0 3 55 -
i ' ?Avufhf‘l PR ool
! } i N e
i | i ,‘;
1 i § PRI
| H
{ - : B r;u:;ﬂi‘_ p ; o AR A -
Cnimical paGon.h lovomegate Fixes b dDEens b st 16.2 vl
. | pATMENTS Trdath e
UGN A
i TusL
! pRUSTT
—_— —_— —_— —.-' PN S e — e o - e
conRay
e TaL PRODUCTS Huut ine HONORARY Vo HaTE o 3.0 9.1%1 9.8 0.328 -
T.ASSIEST PREsELUS
(38 I
— - IR SR — s e — e mm—— —r—— ——g e = —
Y RARY R NMASES 6.8 52,179 1.9 0.13 -
CLELTmrlg MATERIAL RPN HUMO ‘ SLCTEATAL : < . :
T.A551S1 RATL J

F.l.1.

Source:
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Tahle VI presents data on average and standard deviatton valueg

for the main variahles (1TF, 1ESP, real rovalty rates and profit rate)

for the two samplea,

{7 ilso invelves down pavments;

CAMPLY OF 18 TONTRACTS
b g
Niteans L TANNARD
NEYIAT ION
PROFIT RATE (1) 1, ang A
REAL
ROYALIY RSTE (1) stk AR
TT¢ t.515 v g
LSEP - 1) g oy
v 1 14
G
(RN A 4 i’ m
i oot | A S s [
AR TRR I SR noth o &l
it oenable Pisher oo Vo s
for—casts will fron : ! TR
thne level <! 4.3 percent cor oche Toocantract
acoeptahie, to o tte exient that
deviation {<«, ' oweyer shout 2.7 per ont,

SAMPLE OF 14 CONTRACTS
(WITH T R.T.AL)
AVEQACS STANDARD
DEVIATION
11,191 8,332
1.1 2,271
3.9 1,930
ty o2 11,199
: e et
rial gver e s
siapeenr wir
L T el Ad T ement |,

st foned whether ches-
mowrning rovalty rates,
sample can be considered

standard

Averawve | '+P is approximately 33 per cenr, with a hivh standard

deviation

Analysis of the magnitude of LSEP and TTF i35

due to the lack of comparable data.

(R

per ocent) and low TTF (3.1 per

Sent),

rather difficule,

7
The parallel with the !'NIDO study 7/

l/ See UNIDO document "Pilot Exercise - Guidelines for [z2chnolowy Tranusfer
Payment Evaluation' - ID/WG.383/L.

I Y P S  SD U (D D Gy S T (LTINS ..
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Tahle VI

w2 CORIRACES WiTH §SEp
SDVER mEniAN Lmn iy
e o B
MTIVITY HE Ty
[AEPIAN 1 7
[(RUL T8 TS 1 [}
M LRI el y - 1 !
" TAy Turing | warnining
ARD fifitermlr ) L}
FISION D comtmall (» - vig gy,
CTIN o moema i (py)
' Moy . ’
LI 31 4 1
AT N Y SN TV R T
l ! 7
.
: . ;
' . b
4 I's
N .
3 -
.o, [

LR O P A ey T e Lo [ Ty 1 ? T S v! RIS !-"vli’.‘s“w’
| I A R U ' RS N T N T Ty : v d
e A | S R VS I A TR N A P [ ST IR A v et
LSS S L SV B A R R N T Y lon s Yoween,p

[ O IS ST S TS [ e L I R erated by
Actecrbabs ban ' b e T e Uhe vt o whiich has onoet dsually
been racon a0 00 vt oy (1o firm' siectiong,

SCrothe cther Band, o fo . e Tppareat that the nogmher of technologlcal
clemento 1 g, Dot T e s D SED bt As shwn In tahl. Yii, the
LW T oWl tenr e Doyt al L. gty hid 1 S5FPS under the mod 40,
T L N R <t T with e op 0ol nnofogioat gt Ms, )} were abowve that
vilte,
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