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industrialisation in Ifdia. In recent years, there has been a spurt in technical

collaborations from abroad. The Government should consider certain safeguards

while permitting such collaborations. An analysis of technology transfer agreements ‘
| since independence reveals that in many cases the imported technology has not | ’
been propetrly assimilated. Moreover, import of technology has taken place in many ‘
low priority areas at exorbitant price. Careful and continuous vigilance Is required

to ensure that technology transfers take place in-accordance with prescribed policy

norms. An open door policy is not conducive to national interests. The author is of

the view that the efforts should be made to reduce dependence on foreign

' technology and knowhow.

The operation of Transnational Enterprises (TNESs) in developing countries
has been advocated mainly on three grounds; viz (i) they supplement
domestic investment; (i) they provide the source of foreign exchange; and
(iii) they bring the much needed technology and knowhow for rapid
industrialisation. In this paper,an analysis has been made of the role played
by TNEs in the sphere of technology in India.

TNEs are generally repositories of advanced technology and they are i
supposed to introduce sophisticated technology and knowhow in host
countries. It has widely been argued that the main contribution of TNEs lies
not in the supply of capital or foreign exchange, but in the transfer of ;
’ advanced technology, superior managerial expertise and entrepreneurial '

skills.! Dissemination of valuable knowledge and entrepreneurship, product L
technology, marketing skills and.managerial expetrtise is considered to be
the main virtue of TNEs.? Foreign capital is allowed to enter the Indian
economy on the assumption that the foreign companies will bring in sophis+ 1
ticated and modern technology. I

Imports of foreign technology and knowhow has been used as tool of rapid
1
[
f
|

|. Diffusion - | |

The extent of the spread of foreigntechnology in Indian industries throughthe .
TNESs can be assessed only in terms of factual information of a representa- N
tive nature. A rough index of diffusion is the number of Indians trained abroad |
by the TNEs. In recent years the number of foreign technicians employed in s
\ TNEs in India has gone down considerably and an increasing number of : '

Indians have been trained abroad. But this alone should not be taken as a ‘
H sign of increasing flow of foreign technology. Foreign firms possess a i

i
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monopoly of technology in particular fields, and are reluctant to impart much
of their know-how and skill to local personnel.®

The superiortechnical knowledge of TNEs often does not get permeated
into Indian industries as it is heavily guarded as business secret by them
through various restrictive practices including the heavy wall of patent rights.
Technology transfer to developing countries takes place under imperfect
conditions wherein the suppliers of technology dictate terms and conditions.
They impose several types of restrictions e.g. territorial restrictions, restric-
tion of commercial utilisation, prohibiting competitive technology, tying with
purchases in the TNEs, etc.

Often important processes and formulae are not disclosed and ex-*
plained to Indian partriers and Indian technicians are not associated in
designing projectworks. Thus, the expected diffusion of technology does not
seem to have taken place. It has been seen that an overwhelming number
of TNEs soon after gaining entry in the country, approach the Government
to seek permission for signing a multiple of technical collaboration agree-
ments.

Various types of restrictive clauses in collaboration agreements have
increased over the years. The restrictions are not only found in a large
proportion dfthg total numberof agreements but are also pervasive in nature.
They prohibit the Indian partner from sublicensing imported know-how and
skills, from using certain processes, from manufacturing products outside
the prescribed range etc. Anindustrywise classification of restrictive clauses
shows that restrictions are more common in high-priority industries like
electricals, chemicals, pharmaceuticals, shipping etc.* Though such restric-
tions are now less common due to the government's policy, informally they
may exist even now in a large number of cases. Foreign technology might
have stimulated indigenous technology in certain industries but in view of the
widespread restrictive clauses, there is little scope for the diffusion of
imported technology into Indian industries. Several studies have substanti-
ated this contention.’

Il. Quality of Technology

Besides the degree of diffusion of foreign technolegy, the nature and quality
of technology are also important. Sufficient data on the quality of technology
imported is notavailable. However, analysis of the type of assets transferred,
or the type of agreements, made, the secforal distribution of technical
collaborations and the size distribution of firms entering into such collabora-
tions can shed some light on the type of technology brought in by the TNEs.

Analysis of the type of assets transferred shows thatthe numberof cases’
involving transfer of know-how were about one-third of the total number. In
the majority of casés, transfer of production knowhow took place through
licensing agreements, involving supply of plant and machinery, use of
patents and trade marks, etc. Training of Indian ‘personnel abroad and

_;
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deputation of foreign technicians to India were relatively iftsignificant.®
Evidently, licensing agreements make for an extensive transfer of knowl-
edge and a closer association between foreign and Indian enterprises, but
do not necessarily involve transfer of superior technology.” [t i$ believed that
strict controls over royalty have affected the quality of technology imported
in India.

The Industrial pattern of technical collaboration agreements can also
throw some light on the magnitude, character and trend of technology
transfer to India.. -

It appears that high priority industries such as electricals, machine tools,
chemicals etc. account for more than half of the total number of agreements.8
However, the number of agreements may not be a satistactory indicator of ,
the relative importance of each group in the total technology transfers owing
to differences in the size of different industry groups.®

1ll. Adaptation And Assimilation

Imported technclogy can be of iittle benefit unless it is adapted to suit Indian
conditigns and improvements are made therein to avoid -dependence on
foreign technology in future.’® Research and development (R&D) may be
some indication of the degree of adaptation and assimilation of foreign
technology. RBl's surveys reveal that though the R &D departments were
established in most of the enterprises after the collaboration, only one-third
of the enterprises having foreign collaborations had R&D departments.™
Moreover, the R & D efforts were directed mainly towards product develop-
ment and adoption or cost reduction and import substitution rather than
towards product or process innovation or import substitution in production
process. Further, in majority of the technical collaborations there existed
restrictive clauses prohibiting the indian partner from making any modifica-
tions and/or improvements in imported tectinotogy without the consent/prior
permission of the foreign collaborator. In most of the collaboration agree-
ments there was no stipulation requiring the host company to developits own
R&D facilities so as to eliminate dependence on the foreign collaborator
beyond the duration of the collaboration.

Availabie data on R&D shows that TNEs spend an insignificant propor-
tion of their sales on R & D in India. Inspite of their very large size and huge
resources, TNEs in India spend on an average one per cent of their sales
which compares unfavourably with international levels of 5 to 10 per cent. 2
It has been found that there is a calculated reluctance on their part to
undertake or assist R&D efforts within the plants in India.®

Thus, R & D.are invariably conducted abroad and the technology is not
suppliedinits entirety. Moreover, the TNEs retain continuous control over the
know-how through their production and staffing policies, so that the Indian
enterprises have to depend on TNEs for all improvements in future. This
continued technological dependence results in excess capital imports and a
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heavy burden on the country’s balance of payments.

It has also been found that TNEs make little effort to restructure
technology to suit Indian conditions. Once the technology is supplied little
attempt is made to adopt and improve upon it and the collaboration agree-
mentis just renewed from period to period in the hope of getting more modern’
technology. \Further, TNEs do not warrant licensed products and do' not
undertake responsibility for the future of a licensed process.

It appears from the foregoing analysis that TNEs are of little help in the
development of indigenous technology. Foreign technology should be used
to develop indigenous knowhow and should not be a permanent measure.
Therefore, India must develop her own R&D facilities.™

Another qualitative measure of R &D efforts is the number of personnel
employed in'R&D departments of companies with foreign collaboration. The
number of professiofal and qualified research personnel constituted a
negligible proportion of the total number of employees and less than half of
the total R&D personnel.'®

It is possible that TNEs may have made the Indian industry more R&D
conscious, but they have made the Indian licensee more dependent on the
licenser's R&D instead of helping in the development of indigencys R&D.
Export restrictions in collaboration agreements not only result in loss of
foreign exchange but also raise the cost of technology transfer by restricting
the size of the firm.’® Thus, the argument that TNEs graft much needed
technical knowhow and skills into Indian industries is not borne out by
empirical evidence.

Though large scale transfer of technology has enabled the programme
of industrialisation to succeed, it has meant for India great financial costs,
disturbances of local R&D, increased technological dependence and ad-
verse impact on development goals.'”

IV. Cost of Technology

Another important aspect of technology transfer by the TNEs is the cost of
technology transferred to India. Technology transfer involves two types of
costs — direct and indirect. Direct costs consist of remittances by way of
royalties, technical fees, payments to foreign technicians, etc. Indirect costs
arise in the form of over-invoicing of transfer of knowhow, etc. against equity,
inhibition of the development of indigenous technology, transtfer of inappro-
priate technology, etc. Itis not possible to measure quantitatively the indirect
costs of technology transfer. There is, however, evidence to believe that
indirect costs havebeenhigh inIndia. Both the surveys conducted by the RBI
and interviews taken by Mr. Balasubramanian reveal that transfer of human
skills and tangible assets tendedto be greater when TNES had a high interest
in equity capital. This implies that TNEs are willing to transfer a wide range
of technology only when they are assured of effective control of the
enterprise. These studies also point out that in most of the cases Indian
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enterprises are required to import machinery and materials from the TNEs
or from-the sources specified by them. There is a wide scope for over-
invoicing which increases the cost of technology. In the absence of relevant
information, itis not possible to find out the extent of over-invoicing, but there
is evidence to indicate that the problem s real and further research needs to
be done in-this area.”

There have been several cases of import of unsuitable technology at a
high costin India. Forinstance, foreigntéchhology has been used inefficient-
ly in the paper industry. In the:motor vehicles industry, imported techniques
have imposed a pattern of fashion-induced changes utterly alien to Indian

_conditions, TNEs tend to over-import technology.due to the ignorance of

Indian conditions and due to theirreluctance to import a complete technol-
ogy. Import of sophisticated, high costtechnology requiring complex servicing
and high wage operation are as such wasteful in India. “By importing a
technology lock, stock and barrel as many foreign investors tend to do, the
country might easily saddle itself with apparatus that requires too sophisti-
cated a network'of servicing and ancillaryindustries or that cannot be justified
in terms of ruling wage or-employment levéls."'®

" What is miore important is that exceptivnally high royalties and technical
fees have frequently been permitted by the Government of India.'® The terms
approved vary significantly from onecenterpise to another.®

" V. Unwarranted Transfers

There has been a tendency in India to clamour for foreign technology and
investment without taking into account their fullimplications.?' Such craze for
imported knowhow has resulted in the import of technology in low-priority
consumer products, well established industries and in other unnecessary
and undesirable spheres.?

Ithas been found that majority of the TNEs in the drugs and pharmaceu-
tical industry in India process mainly imported bulk pharmaceutical into
compounded pre-parations, tablets, cintments, injectibles, etc.? The type of
processing work done by them does not involve in majority of cases, special
types of experience and technical skills which the indigenous industry do not
possess.?* Permission and renewal of collaborations with TNEs in such
cases is unjustified as it entails an avoidable use of scarce foreign exchange
for a low-priority purpose.

VL. Repetitive Transfers

Apartfrom transfer of technology in unnecessary spheres, technology of the
same type has been imported in India again and again. According to one
estimate, a total of 33 agreements were approved in coatings: 22 each in
cables, radios and transistors and 18 in ball bearings.?® Dutt Committee
found that repetitive collaborations were unduly involved in 102 out of 303
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products?® in which repetitive collaborations were permitted, assuming five.
collabotrations or more for the same product category as the criterion of
undue repetition in collaborations. In case of 50 products, multiple collabo-
rations?” appear to have been granted in'the same year. To give a few
instances, 26 collaborations were permitted in house service meters, 15in
transistors, 56 in textiles, 23 for cranes and 18 for electricmeters.
Repetitive imports of technology not only increase burden on the
country's balance of payments but also make the absorption-and adaptation
of technology difficult. Permission for competing units where one or two will
do and imports in nongessentlal industries result in excessive imports of
techinology thereby raising the cost of technology. For each agreemient and
for each and- every bit .of technology the TNEs in India make separate
payments in foreign exchange. Two other factors which have caused
excessive imports of technology in India are the non-permeatian of imported
skills in the economy and the xenophillia of Indian market. Imported know-
how fails to permeate largely due to the TNES' efforts to divorce importing of
technology from imparting of technology.?® Xenophillia refers to the Indian
buyers preference for foreign brand names. Indian firms have in several
cases sought associationwith TNEs notto have abetter accessto know-how
but simply to acquire a foreign brand name.? This had led to excessive
imports, unnecessary changes in product or process specification and
unwarranted collaborations.®* Government's efforts to check the use of
foreign brands do not effect the old agreements and informal clauses to-that
effect. Kidron® has suggested several measures to eliminate the abuse of
foreign brand names. According to him? the Government of India has to a
greatextent been responsible for the overimport of technology. It has shown
preference to concerns with foreign collaborations in the matter of licensing.
Moreover, its “plants are normally very capital intensive throughout and
impose a comparable structure on private units in shared industries. Iis
preparedness to pay high fees seems unlimited and it is notorious forinviting
foreign experts when equally or more suitable:local ones are available.”®3
From the foregoing analysis, the following conclusions may be derived:

I.  Transferof technology has been effective to a very limited extent. The
imported technology has not been properly assimilated and adapted
to suitndianindustry andithas nothelped to any significant extentthe
develdpment of indigenous technology, resulting in continued depen-
dence on foreign technical know-how.

lI. Technology transferred by the TNEs has in.some cases not been
really of a good quality and a fairly high cost had to be incurred for the
acquisition of technology through the TNEs.

Ill. Technology has been imported i unnecessary and undesirable
spheres of industry. Repetitive imports of similar knowhow have
resulted in over-importing of technology at high prices. Imports of
inappropriate technologyhave taken place. Mark-up .of capital im-
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ports and manipulation of profits occurred in quite a'large number of
cases due to restrictive clauses in the collaboration agreements.
Foreign capital.and sophisticated technical knowhow may be essen-
tial for certain industries but there is no need for a free flow of foreign
enterprise in India. An “Open arms” policy is. completely ruled out.
Moreover, it is necessary to guard against the éxploitation of the
national economy by the TNEs. Careful and continuous vigilance is
necessary to secure adherence to set policies and prescribed proce-
dures. We can not afford to permit TNEs to secure concessions and
exemptions for themselves through money power and political pres-
sure at the cost of our economy.
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