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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having been 
authorised by the Committee to submit the Report on their behalf 
present this Eighty-Ninth Repor't; on Foreign Collaboration in Pub-
lic Undertakings. 

2. The subject was examined by the Committee on Public 
Undertakings, 1974-75 and 1975·76. The Committee called for preli-
minary material from 121 public undertakings in 1974. 

3. The Committee (1975-76) selected the following twenty leading 
undertakings i>;:,r detailed examination and took evidence of their 
representatives on the 17th and 18th October, 1975 and 22nd and 
23rd Decel'J}ber, 1975: 

(1) Bharat Aluminium Co. Ltd. 
(2) Bharat Heavy Electricals Ltd. 
(3) Bharat Earth Movers Ltd. 
(4) Bharat Heavy Plates & Vessels Ltd. 
(5) Bharat Opthalmic Glass Ltd. 
(6) Fertilizers & Chemicals Travancore Ltd. 
(7) Fertilizer Corporation of India 
(8) Heavy Engineering Corporation 
(9) Hindustan Machine Tools Ltd. 

(10) Hindustan Photo Films Manufacturing Co. Ltd: 
(11) Indian Drugs & Pharmaceuticals Ltd. 
(12) Indian Oil Corporation Ltd. 
(13) Indian Petrochemicals Corporation Ltd. 
(14) Indian Rare Earths Ltd. 
(15) Instrumentation Ltd. 
(16) Lubrizol India Ltd. 
(17) Mining and Allied Machinery Corporation Ltd. 
(18) Steel Authority of India Ltd. 
(19) Engineers India Ltd. 
(20) National Industrial Development Corporation Ltd. 

(vii) 
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4. This was followed by the evidence of the official., of the follow-
ing Ministries/Departments of the Governme .. 1t of India 'On the 9th .. 
12th and 20th January, 1976:-

(1) Ministry of Steel & Mines (Department of Steel). 
(2) Department of Industrial Development 
(3) Ministry of Petroleum 
(4) Ministry of Chemicals and Fertilizers 
(5) Ministry of Defence (Department of Defence Production). 
,(6) Ministry of Steel and Mines (Department 'Of Mines) 
(7) Department of Atomic Energy 
(8) Department of Heavy Industry 
(9) Department of Economic Affairs (Ministry of Finance) 

(10) Ministry of FinanCe (Department of Expenditure) 
(11) Directorate General of Technical Development 
(12) Bureau of Public Enterprises 
(13) Department of Science and Technology 

5. The various aspects of the Horizontal subject were con~idered 
by the Study Group on Foreign Collabora.tion from time to time. 

6. The Draft Report was ronsidered by the Committee at their 
sittings held on 20th and 23rd April, 1976. _. 

7. The Committee wish to express their thanks to the various 
Ministries/Departments and Public Undertakings for placing before 
them the material and' information on the subject. They wish to 
thank in particular the representatives of public underta.kings and 
officers of the Ministries/Departments who gave evidence and placed 
their ronsidered views before the Committee. 

NEW DELHI; 

April 29, 1976. ------
Vaisakha 9, 1898 (Saka). 

NAWAL KISHORE SHARMA, 
Chairman, 

Committee on Public Undertakings. 



PREFACE 

Upon winning political independence our nation was faced with 
the problem of abolishing our economic backwardness which has the-
result of a prolonged policy of exploitation by foreign rulers. The 
economic backwardness was manifested in the preservation of out-
moded forms of production relations and low level of development 
of the productive forces. The predominance of agriculture and lack 
of industries, both poorly developed, constituted an unsteady 
material basis for meeting the requirements of our rapidly growing 
population. Independent India was thus faced with the task of 
creating a material basis which could be capable of meeting the· 
requirements of the population. 

As early as 1931, at its Karachi Session, the Indian Natioonal Con-
gress said in its Fundame'ntal Rights Resolution: "The State shall 
own or control key industries and services, mineral resources, 
railways, waterways, shipping and other means of public transport." 

While Mahatma Gandhi oriented the national movement towards-
the vast toiling masses of India, Jawaharlal Nehru gave it· hi.1t 
scientific outlook and ideology. 

Even before independence Prime Minister, Jawaharlal Nehru 
felt that development of basic sectors of the economy, namely steel 
and heavy industry, machine-malting industry, petroleum and 
minerals etc. were the key to the emergence of a powerful industrial 
India on socialist lines. 

He realised that economic dependence on other would obstruct 
the creation of a firm material base for the accomplishment of urgent 
tasks awaiting the nation, namely, building up national economy, 
eliminating economic backwardness and raising the living standards-
of the people. 

!o achieve these tasks, Jawaharlal Nehru placed before the 
nation ~he method of planned development. Nehru viewed planned 
economIC development as an instrument in the hands of the State 
which may serve not only to mobilise resources and to ensure their 
balanced development, but also to solve national tasks on a broader 
plane. 

(ix) 



ex) 

The economic units established in India under the aegis of the 
.alien power were by nature limited in their possibilities of growth. 

Early modern industries were established in India as branches 
-or subsidiaries of foreign industrial concerns. The technical ex-
pertise made available and their development in the day to day 
operations were entirely controlled by the parent companies. 
Association of Lndian personnel with foreign experts and accumu-
lation of experience by Indians in plant operations were dissipated 
because of lack of any sense of direction for their utilisation. In 
fact, the foreign companies did not encourage the acquired Indian 
expertise to be utIlised except in so far as it was in their interest. 

Scientific discovery and technical innovation are closely linked. 
It may be easy to effectively carry out transfer of technology but 
it requires indigenous development of the acquired technology 
through scientific knowledge and technical innovations in order to 
be able to build up the multi-generation plants which the country 
needs for its own use or for export. 

Thus, for a newly-free developing economy like that of India, 
~evelopment of science and technology attained the highest impor-
tance and that is the reason why the late Prime Minister, Jawaharlal 
Nehru, had emphasised this tirelessly through all the years of his 
Prime MiniStt;ership, and even before. Practice has shown that those 
who produce and possess technology have, if they choose, enormous 
power to influence and in fact control development as well. The 
present strategy of India, as of other developing countries-to rely 
on acquired technology, which may not always be the latest and 
which may even be outmoded would not be in the interest of the 
~ountry in the long run .. If the country does not go ahead with its 
scientific and technological revolution, it is bound to lag behind. 
Needless to point out that if neo-colonialism is to be kept away 
India cannot afford to be second rate in scientific and technological 
advancement. 

For India, as for other developing countries, development of 
science and technology has become primarily a social and economic 
issue today. In acquiring technology for our public enterprises, or 
for that matter, for any other purpose, we were obliged to acquire 
a technology . the development of which had been almost exclusively 
directed to the inter~t of the developed countries. It becomes 
therefore of great importance to absorb the technology and know-
how which have been responsible for development and to adapt 
them to suit the needs of the country. 



(xi) 

Access to and knowledge of contempora:ry technology thus con-
stitutes a vital factor for the vast number of developing countries like India in their development. That is why the matter received 
the attention of the, United Nations which considered as to what 
should be done in this regard and what steps should be taken to 
,enable the developing countries to have easier and more favourable 
access to up-to-date technology and drew up an Action Programme 
to establish a new international order outlining the following tasks 
and measures: 

1. F'Ormulate an international code of conduct in the domain 
of technology transfer that accords with the needs and 
conditions prevailing in the developing countries. 

2. Ensure access, under better terms, to contemporary tech-
nology adapted to the needs, specific economic, social and 
economical conditions and varying levels of development 
in the developing countries. 

3. Expand the assistance of developed COWl tries to the 
developing countries in their research and development 
prOlgrammes and in the generation of an appropriate 
national technology. 

4. Promote international c(».)peration in the field of research 
and advance exploration, exploitation. conservation and 
rational use of natural resources and all energy sources. 

5. Reconcile trade practices in technology transfer with the 
needs of the developing countries and preclude misuse by 
those selling technology. 

The adoption by the world body of this Action Programme was 
a signal success for the developing countries. 

It is significant that it was Prime Minister, Jawaharlal Nehru, 
_ the inspirer, initiator and builder of the non-aligned movement who 
~~laced before India and also before all the newly-free and develop-
ing countries, the path of independent development through planned 
methods in which the development of the public sector occupied 
the pride of place. The State sector, Nehru visualised, was above 
all a. material level for exerting an effective influence on the national 
economy. This power of the public sector would also have the 
necessary strength and will to use foreign collaboration in the 
interests of the nation as a whole. 



In the pattern developed in India, the economic power of the 
State and the funds mobilised by the State tllTouglJ budget for eco-
nomic development helped the rapid growth of the State owned 
sector. The Industrial Policy Resolution of 1948 wa~ the first maj'')T 
step taken under Prime Minister Nehru's guidance ror a dynamic-
national policy. The 1948 Resolution stressed the need for the State 
to play a progressively active role in the development of indushies. 
The Industrial Policy Resolution of 1948 was revised in 1956. The 
Resolution 'Of 1956 stated:-

"The adoption of socialist pattern of society as the national 
objective, as well as the need ferr planned and rapid 
development, require that all industries of basic and 
strategic importance, or in the nature of publL~ utility 
services, shoould be in the public sector. Other industries 
which are essential and require investment on a scale 
which only the State, in the present circumstanca.s could 
provide, have also to be in the public sector. The Stnte 
has, therefore, to assume direct responsibility far' the 
future development of industries over a wider area." 

It would be thus clear that India. has viewed the role 'Of the 
public sector as a national effort initiated and backed by the State 
for the economic recon~trucaon of the nation for hastening the 
realisation of the socialist 'Objective. 

Accordingly the Public Sector in India has grown and the total 
investment has gone up from Rs. 29 crores as at the commencement 
of First Five Year Plan to Rs. 7261 crores at the end of 1974-75. The 
rotal investment of Rs. 7261 crores (March, 1975) was made up of 
Rs. 3839 crores of equity capital and Rs. 3422 crores of long term 
loans. The Centre's share was Rs. 6437 crOI'es while investments by 
State Governments in the Central undertakings was Rs. 9 CTores. 
Investments by private parties amounted to Rs. 362 crares (India) 
and Rs. 453 crores (foreign). The nearly 6 per cent participatkm by 
foreign capital in Indian public secoor is not accidental but according 
to a thought-out policy. The Industrial Policy Resolution of 1948 
recognised that participation of foreign capital and enterprise, _parti-
cularly in regard to industrial techniques and knowledge, would 
be necessary for rapid industrialisation of the country. It was at the 
same time stipulated that conditions under which foreign capital 
could participate in Ir.dian industry should be carefully regulated in 
our natioonal interests. The object was that major interest in owner-
ship and effective control should be in Indian bands. The policy 
of foreign investment was further amplified in 1949. Modern scienti-



:fic, technical and industrial know-how was considered necessary for 
country's rapid intiustrialisation and to sUPillement domes,ic 
savings. 

A powerful trend of world public opinion demanded that the 
~veloped countries should contribute to the development of the 
new countries. 

In the strategy ::harted out for India's ecoll'.)mic advancement 
and gradual progress towards a socialist pattern of society, India's 
quest for technical know-how for such vital sectors as heavy elec-
tricals, electtonics, oil, energy and space etc. continued. India could 
enter into celllabora1ions with a number of countries, including 
<the Seviet Union and the Socialist countries. Such collaborations 
have helped India to build basic and vital industries and develop 
indigenous know-how. This is despite the fact that our expendi-
ture on R&D is very low, when compared to, say, Japan, where 
for everyone dollar spent on technology imported, 4 dollars were 
spent on R&D. 

The experiences of foreign coUaboratioI1 were howeveI\ not 
uniform. The terms of collaboration were in certain cases such 
that foreign collaborators assumed too many functions. In some . 
'Cases the collaborators were responsible both for the specifications 
and supply of equipments which sometimes led to inflated pricing 
and over import of equipments. The technology supplied was at 
time~ out-moded. Restrictive clauses were introduced in the colla-
boration agreements. This hampered dissemination of technology 
and introduction of local changes in the process and restricted 
the exports. There have also been cases of repetitive import of 
ume or similar technology in the country leading to the introdu~­
tion of variety of standards of different countries in raw-materials, 
'Spare parts, designs, specifications etc. 

It is obvious that we have ourselves to bear the main brunt of 
the responsibility for advancing our scientific tecbnological develop-
.ent. The policy of sell-reliance must be kept in the forefront 
~ regard to our scientific and technological progress. 

This becomes an all important matter for us in view of the pres-
1!Ilt modalities of technology transfer. "nle modalities of techno-
logy transfer today built on the existing system of international 
protection and industrial ownership perpetuate and augment the 
dominant positions of the developed countries in international 
economic relations. Indeed, ,it is a question which alfects all deve-
l4JIPiDg COUD~. 



(xiv) 

That is why the developing countries have united in efforts to 
institute a code of conduct for trans-national and multi-national 
corporation among whom are the world's major producers and ex-
porters of technology. Possibly, in view of their activities the 
Fourth Non-aligned Summit at Algiers was led to conclude "that 
the monopolistic practice pursued by the trans-na1ional companies 
of dividing up the market and fixing prices must be brought to an 
end, and the costs of technology transfer to the developing countries 
paved down." 

On the specific question of transfer of technology it can be said 
that there is now plenty of technology already available in the 
world and so it is no longer necessary for the poorer countries to go 
through this whole process again. They can borrow and leap-frog 
into a modern age with one jump. It may sound very plausible, but 
then we have to realise 1hat technology is not something given. 
It evolves and is adapted. Science is universal but not so techno-
logy. We have an abundance of coal but we went for oil based 
technology in fertilizer, in industry, in railways and when oil 
prices shot up we paid heavily for it. In other words, technology 
must conform to local conditions and local resources. In the 
West, labour is scarce. Consequently their technology is labour-
displacing. But our problem is abundance of labour, surplus lab-
our and unemployment. How then can a technologv suitable for 
labour-searee West suit us? We need a different ~hnology and 
that we have ourselves to evolve, to invent. 

We have ever to remember the great words of late Prime Minis-
ter, Jawaharlal Nehru "Future belongs to those who befriend sci-
ence and technology". The theory of leap-frogging with borrowed' 
technology without indigenising it is thus a myth. Development 
is a process of self-growth and not just a matter of getting some 
technology and starting some factories. What is essential is to 
realise the motivative urge and capacity of our people. For this 
it is essential that apart from what is done in our national arid 
other laboratories, the training of scientific personnel should be fn. 
the enterprise it'Self. It is of the utmost importance to allot adeqtI-
ate funds for R&D. It is necessary to learn from Japan in this 
respect. The Public Sector enterprises should set the pace in this 
direction and should become the focal point for growth an,d gener.a-
tion of appropriate indigenous industrial tech'lology. 

A pointed reference to foreign aid was made by Prime Minister, 
Smt. Indira Gandhi, at the Lusaka Non-aUgned Summit in Septern:.. 
ber, 1970. Referring to "the malaise amicting the developmebt 
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process." and' the "disappointments of the First Development Dec-
ade," the Prime Minister said, "We are painfully aware of the pit-
falls of 'aid', in which the bulk of the credits are tied 10 purchases 
from the donor countries, and with the fact that a big portion of 
new credit goes to the repayment of old loans." She further obser-
ved: "Neo-colonialism has no sympathy with our efforts to achieve 
self-reliance. It seeks to perpetuate our position of disadvantage~ 
Internaoonal markets are manipulated in such a way that primary 
producing countrie, have a permanent handicap." The lever of tech-
nology are also operated against us through unequal collaboration 
and royal~ agreements." 

We are perforce faced with the question: .bow far dependence 
on foreign capital and technology is oompatible with India's a11-
round development? 

Inaugurating the Silver Jubilee celebrations of the Nation 
Chemical Laboratory at Poona on February 1, 1976 Prime Minister, 
Smt. Indira Gandhi asked the people not to be crazy for anything 
foreign-"foreign equipment, foreign process, foreign .experts and 
not the least foreign brand names." The Prime Minister added: 
"There are many areas in which we need to import sophisticated 
technology but it seems to me that with all our arrangements for-
multi-level scrutiny, we permit in-essential fureign technology when 
equally good indigenous one exists." 

This subject of foreign collaboration was also significantly touch-
ed upon by the Pres:Clc1t, Shri Fakhruddin Ali Ahmed in his broad-
cast to the Nation on the eve of the 27th Republic Day (1976). 
The President strongly deprecated the "Continuing craze in th~ 
country for foreign collaboration." He said: "The countries 01 
Africa and Asia expect India to play a leading role in the supply 
of technical know-how and equipment. In the cooperation bet-
ween the developing nations themselves, the financial resources of 
some can be matched with the raw material resources of others-
through the medium of countries like India which have the requi-
site scientific and technical manpower." 

The President observed: ''There is a general awareness now 
that the high sophistication in technology of the industrial nations-
is not suitable for conditions in the developing countries. This has 
placed on India an onerous but a very welcome responsibility. In 
this context, I cannot help deprecating the continuing craze in our 
country for foreign collabora'tion." He expressed the hope that 
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()vercoming the weakness for foreign collaboration, "we shall devote 
greater attention to developing technologies suited. to our own 
resources endowments". 

Foreign collaboration in Public Undertakings has to be viewed 
.as a transitory phase meant to enable us to attain our own scientific 
.and technical capability to free us from the vicious circle of con-
tinued import of advanced technology. This demands that we in-
·<:reasingly take note of what is going on in our own institution and 
research and development. 

These and several other aspects of foreign collaborati·;:m in Public 
Undertakings have been dealt with in this Report and recommen-
dations made with a view to help public sector attain commanding 
beights and build a self-reliant and self-generating economy_ 



CHAPTER I 

A Introductory 

1.1. The Industrial Policy Resolution of 1948 recognised that 
participation of foreign capital and enterprise particularly as re-
gards industrial techniques and knowledge would be of value for 
the rapid Industrialisation of the country. The Government of 
India in the Industrial Policy Resolution of 1948 indicated its policy 
.on collaborations as follows: 

"The Government of India agree with the view of the In-
dustries Conference that, while it should be recognised. 
that participation of foreign capital and enterprise, 
particularly as regards industrial technique and know-
ledge, will be of value to the rapid industrialisation of 
the country, it is necessary that the conditions under 
which they may participate in Indian industry should 
be carefully regulated in the national interest. Suitable· 
legislation will be introduced for this purpose. Such 
legislation will provide for the scrutiny and approval by 
the Central Government of every individual case of 
partiCipation of foreign capital and management in in-
dustry. lIt will provide that, as a rule, the major inter-
est in ownership, and effective control, should always be 
in Indian hands; but power will be taken to deal with 
exceptional cases in a manner calculated to serve nation-
al interest. In all cases, however, the training of suit-
able Indian personnel for the purpose of eventually re-
placing foreign experts will be insisted upon." 

1.2. This policy was subsequently amplified by the late Prime 
Minister, Pandit Jawaharlal Nehru in a statement in the Parlia-
ment on the 6th April, 1949. The statement recognised the role 
of foreign capital in supplementing national savings and also in 
making available to the -country the scientific, technical and in-
dustrial knowledge, as also the capital, which foreign capital brings 
with it. It stressed the need to regulate the scope and mode of 
foreign capital in the national interest with the object of utilising 
it in a manner most advantageous to the country. The policy indi-
437 LS-2 



cated broadly the conditions under which foreign capital would be 
welcome. These were: 

(i) All undertaking~Indian ox: Foreign-had to conform 
to the general requirements of the Government's indus-
trial policy. 

(ii) Foreign enterprises would be treated on par with IndiaIl! 
enterprises. 

(iii) Foreign enterprises would have freedom for remittance of 
profits and repatriation of cS{Jital, subject to foreign ex-
change considerations; 

(iv) If foreign enterprises were compulsorily acquired, compen-
sation would be paid on a fair and equitable basis; and 

(v) As a rule the major -interest, ownership and effectivE: con-
trol of an undertaking should be in Indian hands. 

1.3. Although according to the above conditions, the major owner--
ship and effective control of undertakings was to be in Indian hands.-
it was recognised that there could not be a hard and fast rule in this-
matter. Government would not object to foreign capital having con-
trol of a concern for a limited period if it was found to be in the 
national interest and each individual case would be dealt with on 
its merits. The employment of foreign personnel to po:;ts requiring 
technical expertise was permissible wnen nationals of the requisite 
experience were not. available, subject to the requirement that locaf 
personnel should be trained to facilitate Indianisa:1:ion within a re-
asonable period. 

1.4. The First Five Year Plan elaborated the principle of joint 
enterprise between foreign and Indian capital as fullows:-

"In view of the fact that invesbn.ent of foreign c:apital neces-
sitates the utilisation of indigenous resources and also that 
the best use of foreign capital is as a catalytic agent for 
drawing forth large resources for domestic investments, 
it is desirable that such investment Should be channellecf 
into fields of high priority. The broad principle to-
be follOWed is that foreign investment should be per-
mitted in sphere where new lines of production are to be-
developed or where special types of experience and techni-
cal skill are required or where the volume of domestic 
production i'3 small in re1ation to demand and there is nO' 
l'eUOftable e2peCtation' that the indigenous indUstry C'8DI 
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expand at a sufficiently rapid pace. The system of joint 
enterprises under which a number '{)f foreign concerns 
have estaplished new industries in the country in coll-
aboration with Indian industrialists appears to be· suit-
able for securing J;he em.pl6yment of equity capital. 
Agreements for such joint participation between foreign 
and [ndian concerns should be subject to approval of 
Government. The share of national capital in joint en-
terprises, the facilities for the training· of Indians, othe 
disclosure of patented processes to Indian associates, etc., 
are matters which have to be decided with due regard 
to the facts of each particular case." 

1.5. The' 'Industrial Policy Resolution, 1956 divided industries 
into three categories. Industries in Schedule 'A' were those in 
which future development would be the exclusive responsibility of 
the State, industries in Schedule 'B' were those in which the State 
would generally take 1:he initiative in establishing new undertak-
ings, but in which private enterprise would also be expected to 
supplement the effort of the state, The third category in which 
all the remaining industries where future development would, gene-
rally, be lef·t to the initiative and enterprise in the private sector. 
The division of industries into separate categories did not imply 
that they are being Qlaced in water tight compartments. Inciden-
tally there could not only be an area of overlapping but also a great 
deal of dovetailing between industries in public and private sector. 
There has however been no change in policy in regard to foreign 
investments. 

1.6. With the launching of the Sacond Plan, there was a sizeable 
increase in technical collaboration agreements. During this phase 
India's sterling balances provided the necessary foreign exchange 
for the import of machinary and equipment. Later, towards the 
close of fifties with increasing foreign exchange stringency, minority 
foreign capital ~tcipation gained acceptance; foreign enterprise 
took to equity participation to provide the foreign exchange com-
ponent for the import of machinery and equipment and some colla-
borators also accepted equity participation in lieu of royalties and 
technical fees, The Government extended a number of tax conces-
sions faVOuring foreign en~rises and streamlined industrial licen-
sing procedure to avoid delays in approval of foreign collaboration. 
The setting up of an Indian Inv~tment Centre in 1961 also helped 
to give an impetus to foreign link-ups through systematic and SU~ 
tained efforts to bring together Indian and foreign entrepreneurs. 
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1.7. In course of time the country made advancement in the field 
of technology both in the private and public sectors. Several 
chemical and engineering companies, for instance, undertook 
research programmes. In defence, railways, and electronics as well 
as nuclear energy, indigenous technology made notable strides. In 
the case of consumer goods-industries, the country had not, by and 
large, required any foreign technology even previously and this 
area further diminished steadily. Government's approach to foreign 
investment and C'.)llaboration, therefore, gradually became increasing-
ly selective. It was being recognised that apart from economic growth, 
employment was a vital consideration in India's plan of economic 
development and that the country had to be circumspect in the im-
pJrt of technology which was based on the conditions and needs of 
Western countries where there was labour shortage and man was 
costlier than machine. Greater care had to be exercised in obtaining 
technology which was highly capi~al-intensive and labour saving and 
which would tend to accentuate, at least in the short-run, problems 
of unemph)yment. 

B. Mudaliar Committee 

1.8. In view of the above factors, the Government of India 
constituted a Committee on February 19 1966, headed by Dr. A 
Ramaswamy Mudaliar as Chairman. The terms of reference were 
as under:-

(a) to examine the extent to which (the present) stage of 
India's economic development import of technical know-
how from abroad can be dispensed with; 

(b) to examine the general conditions subject to which indi-
genous know-how can be deemed to be capable of com-
mercial exploitation; and; 

(c) to suggest general guidelines regarding the type of cases 
in which foreign collaboration may be allowed. 

1.9. The Committee submitted its report on May 4. 1967. The 
suggestions of the Committee regarding foreign collaboration were 
mtet" CIlia as under:-

(i) A positive approach is needed to the problem of import of 
know-how, particularly of process know-how, or product 
design. A distinction may be made for this purpose bet-
ween the well-established industries and the new and 
more sophisticated industries. 
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(ii) Generally speaking, in industries where substantial 
import of capital goods is involved and where the Govern-
ment's policy allows foreign capital participation, joint 
ventures involving foreign equity participation are more 
beneficial as compared to other forms of collaboration. 

(iii) There is need for prior discussion between the Directo-
rate General of Technical Development and the Council 
of Scientific and Industrial Research regarding the need 
for foreign collaborations and terms thereof. Unresolved 
differences of opinion should be promptly brought up 
before the Foreign Agreements Committee. 

(iv) There is need for a central coordinating unit in the 
Ministry of Industrial Development and Company Affairs 
to watch the progress of the disposal of applications for 
foreign collaboration. Cases remaining undisposed of for 
three months should be promptly brought up for consi-
deration by the Foreign Agreements Committee, even if 
they fall within the purview of the delegated powers of 
Ministries. 

(v) No rigid rule should be followed in the matter of duration 
of technical collaboration agreements; normally, the dura-
tion of the original agreements should be between 5 to 10 
years from commencement of production. 

(vi) On the question of avoidance of repetitive import of tech-
nology, where a number of collaborations, say 5 or 6, had 
already been approved in a particular field of industry, it 
would be more appropriate to consider the likelihood of an 
existing unit giving the process know-how or product 
design to a consultancy firm on the basis of a negotiated 
agreement. Fiscal incentives should be given to existing 
units which pass on their know-how to others . 

. (vii) A liberal approach would be worthwhile in regard to 
foreign collaborations in the case of substantially export-
oriented industries." 

1.10. The Government of India accepted in general the recom-
mendations of the Mudaliar Committee in September, 1967, subject 
to the following main observations:-

(i) In the case of processes which are long established and 
are unlikely to be overtaken in the near future by tech-
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nological obsolescence, outright purchase of design, know-
how etc., would be more advantageous than capital parti-
cipation. 

(ii) In the matter of extension of existing technical collabo-
ration agreements, a stricter approach than has hitherto 
been followed should be adopted. 

(iii) In respect of processes where the know-how payments 
are very high and particularly, in the chemical industries, 
the number of collaborations could be even more restric-
ted than the five or six envisaged by the Committee. In 
respect of private consultancy organisations which are 
allowed to import the know-h.)w for being passed on 
to others, suitable conditions will have to be imposed to 
ensure that other parties are able to receive the know-how 
on reasonable terms. 

(iv) In the case of industries which are well-established in the 
country and where foreign collaboration is normally not 
allowed, the export should be of the order of about 75 per 
cent. In other cases, the quantum of exports to qualify 
for this special treatment may be left to be decided on the 
merits of each case. 

(v) Government agree to the suggestions about liberal treat-
ment in regard to the provisions for foreign exchange for 
import of essential instruments and equipments for 
research· laboratories. 

C. Foreign Investment Board 

1.11. Following the recommendations of the Mudaliar Committee 
Report and Government's decisions thereon, a Foreign Investment 
Board was established on December, 1 1968. The Board deals with 
all foreign collaboration cases except those in which the total invest-
ment exc~ Rs. 2 crox:..es of equity capital and where the foreign 
investment exceeds 40 per cent of the issued equity capital. 

1.12_ Government accordingly issued on January 25, 1969 illustra-
tive list of industries where: 

(a) foreign investment might be permitted; 

(b) only foreign technical collaboration might be permitted 
(but not foreign investment); and 
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(c) nO lore~ ,CollabOration 
.considered necessary. 

~. 

(financial or 'technical) was 

'These lists of industries were only illustrative and not exhaustive. 
They were. subject to review from time to time. Foreign colJabora. 
tion for industries not included in any of the three lists was to be 

<considered on merits. ' 

,D. Revision of For~ign Collaboration Policy 

1.13. Following the tnajor changes in the industrial licensing 
'policy announced. in the first quarter of 1970, the collaboration policy 
was further liberalised in February 1970, with a view to bridge 
technological gaps 'that' had eXisted-. in several sectors of economy 
and where there could be a scope for foreign collaboration. The 
,Government considered that in order to enable entrepreneurs to take 
.investment decisions and to plan their future activity, they should 
have information of the significant areas where technological gaps 
existed and for which foreign collaboration approvals might be 
obtained. The illustrative list of 121 items on which technological 
gaps existed and for which foreign collaboration would be permitted 
was drawn out and published under the two major headings Engi-
neering industries and Chemical industries, Similarly illustrative list 
'of 123 items where there is likelihood 'Jf sustained demand for the pro· 
·duct and scope for investment was also published to enable entre· 
preneurs to avail of the opportunities afforded by the liberation. The 
list were grouped in 4 categories (a) consumer industries; (b) engi. 
neering industries; (c) Chemical industries; and (d) other industries. 
According to the guidelines for tie-ups then announced. it was 
decided that while each case would be considered on merits within 
the broad framework of the policy, the Government would show 
special favour and allow some relaxations to SUbstantially export-
oriented schemes and to small scale industrial units. Majority 
foreign participation and entry into low priority and non-essential 
fields of production was anowed under some specified circumstances 
particularly when the party agreed to undertake major share of 
production for exports. The earlier policy of not allowing foreign 
collaboration in trading activities was relaxed where such collabo-
ration was exclUSively aimed at augmenting exports. Similarly 
majority foreign participation in new enterprises was considered if 
the development of the particular industry was vital and essential 
in the national interest, if the field of technology was one where 
little or inadequate progress was made or where considerable addi-
tional development was considered necessary or if it was felt that 
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the project in question could not be set up without such foreign 
participation. 

E. Present Policy 

1.14. Foreign collaboration is permitted only in fields of high 
priority and in areas where the import of foreign technology is con-
sidered necessary. Normally no foreign collaboration is permitted 
in areas where the requisite technology is indigenously available 
except where such collaboration is intended to promote exports. In 
other cases, import of technology is considered on merits if substan· 
tial exports are guaranteed over a period of 5 to 10 years and there 
are reasonable prospects for such exports. 

Some of the important considerations in the approval of proposals 
for foreign collaboration (financial andlor technical) are indicated 
in the following paragraphs:-

(i) Equity Participation 

1.15. Government's policy towards permitting foreign equity parti-
cipation is selective in its approach. Such participation has to be 
justified having regard to factors such as the priority of the industry, 
the nature of the technology involved, whether it will enable or 
promote exports which may not otherwise take place and the alter-
native terms available for securing the same or similar technological 
transfer. The ceiling for foreign equity partiCipation is 40 per cent 
although exceptions can be considered on merits, such as in the case 
of export oriented schemes or need for importing highly sophisti-
cated technology not otherwise available. 

1.16. The foreign share capital should be by way of cash without 
being linked to tied imports of machinery and equipment or to pay-
ments for know-how trade marks, brand names etc. 

1.17. Government's policy regarding remittance of profits and 
divideI1tls on foreign investment is to permit such remittances sub-
ject to payment of Indian taxes thereon. 

(ii) Tp.chniool Collaboration 

\.1 flo Technical collaborations are considered on the basis of 
f1nnual royalty payments which are linked with the value of actual 
production. The percentage of royalty will depend on the nature 
of technology but should not ordinarily exceed 5 per cent. Royalty 
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payments &Ie lubject to Indian taxes. Wherever appropriate, pay-
ment of a fixed amount of royalty per unit of production will be-
preferred. Royalty payments are limited to a period of 5 years. 
Lumpsum payments may also be considered in appropriate cases 
1Qr import of drawings, documentation and other forms of know-
how. In deciding on the reasonableness of such payments, account 
will be taken of the value of productkm so that. lumpsum and the' 
securring royalty, if any, is an acceptable proportion of the value of 
production. Such payments will be subject to applicable TO Indian 
taxes. 

1.19. Collaboration agreements are approved normally for a period 
of 5 years from the date of agreement or 5 years from the date of 
commencement of production provided production is not delayed· 
beyond a period of 3 years from the signing of the agreement (i.e. a 
maximum of 8 years from the date of signing of the agreement). 

1.20. According to the Ministry of Industrial Development the 
policy indicated above is followed both in respect of the Public and· 
private sector undertakings. 

Foreign collaboration policy has again been elaborated in the 
context of the approach to the Fifth Five Year Plan and following 
the latest decisions on Industrial Licensing Policy as under: 

F. Foreign CollaboT:Ltion Policy in Fifth Plan 

1.21. According to the draft Fifth Five Year Plan document "the 
role of the foreign collaboration, both in regard to technical collabo-
ration and investment, must derive at all times from the necessities 
for the country's developmental requirements. Foreign collabora-
tion must serve to supplement and accelerate the development and 
utilisation of indigenous technologies and production capabilities in 
a manner which advances the country's efforts to attain overall self-
reliance as rapidly as possible. In other words, the objective has to 
be to move towards a position in which the country is not merely a 
recipient of foreign technology but is also capable of exporting know-
how in certain fields to bring about a measure of balance. 

(a) Technical CollabOTation 

1.22. The approach towards technical collaboratior. should be an 
integral part of the total technological strategy for the Plan. This' 
strategy envisages fashioning a mix of imported and indigenous 
technologies in which the proportion of the latter must increase with 
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time. The generation-of 'the indigenoUs coni~nents of this mix is 
.(Ine of the prime objectivt:S of the Science & Techonlogy Plan. 
Technologies so developed -indigenously must be properly evaluated 

,against competing technologies available abroad, and on bei~g found 
.suitable, must be utilised. Towards this end, if it becomes riecess':lry 
to invest in pilot plants prototype equipment, the NRDC and the 
_nationalised banks must play their full rote. 

1.23. At the same time, there will be cases requiring the import 
"of technology, becaUSE: of the non-availability of suitable indigenous 
technology, witl;Un an acceptable time frame, Once "the need to 
import technology ,has been established as being' of overall advant-
,age to the country, a careful and systematic evaluation should be 
made both of alternative modes and terms of acquisition, e.g. the 
purchase of designs or purchase of know-how only for combination 
with domestically available engineering and manufacturing capabi-
lities, purchase of technology on a . one-shot basis, or a technical 
·collaboration agreement coveIing a limited period of time. Some of 
the important consideratior.s on the basis of which both the choice 
of technology and its mode of import should be made would be net 
foreign exchange outgo, export potential, characteristics of the 
technology and appropriateness to our conditions, the access of 
Indian engineers to the <:ollaborators design and research activities, 
freedom to select eqUIpment and raw materials and the decide on the 
pace of technological development. With the development of a good 
base for the manufacture cf indigenous equipment it has now become 
possible to purchase technology without this being tied to the pur-
chase of equipment. It is of great importance and urgency that 
institutional forms and personnel with the relevant skills are identi-
fied and employed on this t6sk of selecting foreign technology as 
also their mode of :mport. 

1.24 In important cases, every effort should be made to involve 
fully the relevant design engineering organisationsl consulting orga-
nisations and R&D laboratories in the import of technology. With 
adequate advance preparation, this procedure should not militate 
against the timely completion of projects, a matter of the highest 
importance. Every effort should be made to ensure that the collabo-
ration agreement permits sub-licencing viz., the use of such techno-
logy by oth~r en\erpreneurs and units. Further, it would be neces-
sary to ensure that simultaneously with its imports, a specific pro-
gramme is formulated to not only assimilate and adapt the techno-
logy but undertake R&D for improving it Such programme must 
then be closely monitored. 
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1.25. Import of repetitive technology should be avoided as far as 
,possible. A num~r of different mechanisms could be used for this 
.purpose. Where the import and assimilation has already taken place, 
all possible measures including appropriate incentives, should be 
taken to'promote 'horizontal' transfer of that technology to other 
,enterprises which wish to make the product concerned. As far 
prospective import of technology, in cases involving large plants and 
major investments, detailed forward planning of productive capacity 
should be carried out, particularly where the Plan indicates the 
need to set up a number of plants in order to meet the demand. This 
should be followed by proper selection of the technology to be im-
ported. Such selection should be done, to the maximum extent 
possible, with the full involvement of the relevant design engineer-
ing and R&D laboratories. The resulting advantages of standardi-
sation of raw materials, plant and equipment and theeconomies 
which flow from it, merit adoption of this procedure at least in a few 
selected areas to begin with. In adopting the above approach, it 
would 1)!,! necesEary to take into account the desirability of allowin~ 
the requis-ite degree of competition between imported technologies 
so as to prf'vent a situation, which, in effect, gives a monopolistic 
position to a particular overseas technology and to safeguard against 
-obsolescence. 

1.26. All technology import agreements must allow full use of 
Indian eqUipment, design engineering and to other consultancy 
-services and the application of Indian Industrial ·and other standards. 
What is necessary and what the technological capability we have 
already de\>eloped makes possible in many areas, is selective import 
of only some of the elements of technology e.g. process !mow-how 
and foreign experts in sharply defined areas and combining the...c::e 
with other elements e.g. engineering and equipment to form a total 
technological package. Only in this way can technologists suitable 
to our fabricating facilities, operating and maintenance conditions 
and rawlintermediate material be evolved. It is, therefore, not only 
unnecessary but is, in fact, undesirable to import teChnology in 
complete packnges. 

(b) Foreign Investment 

1.27. The policy in respect of foreign capital participation is 
'highly selective and participation is generally permitted in those 
areas where the technological gap cannot be filled by indigenous 
-technology. Where such participation iI permitted, it is normally 
not to exceed 40 per cent. Under the recent amendment to the 
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Foreign Exchange Regulation Act the activities of Foreign branchES 
and existing companies in which foreign holdings are more than 4() 
per cent will come up for review, so as to bring them in line with. 
our objectives and priorities. In balance of payment terms, foreIgn 
investment is an expensive form of transfer of technology nor is the' 
quantum of foreign investment significant in rela:ion to the country's 
total import biH. However, foreign investment may be necessary 
in certain eases. 

1.28. Foreign investment will be justified when know-how needed-
in a particular field of high priority is available only through equity 
participation, or it is an area where continued access to essential 
technological improvements is necessary and cannot be secured by 
any other means. In certain case3 foreign equity participation might 
also enable or promote exports which may not otherwise take place. 
However, each such case will need to be examined in terms of the-
net inflow of foreign exchange, assurances in regard to the conti-
nuity of such €~ports on a long-term basis, and the alternative 
choices available in terms of costs and benefits. The selective policy 
in regard to foreign investment should be continued and subjected 
to the foregoing criteria. 

1.29. The Committee note that the basic policy in regard to 
foreign collaboration was enunciated in the 'Industrial Policy Re-
solution of 1948 which inter-alia ~ognised the need for participation 
of foreign capital and enterprise for rapid industrialisation of the 
country and emphasised the necessity for a careful regulation of 
the conditions for participation of foreign capital' in Indian industry 
in national interest.. This policy was further amplified in 1949 and 
it assured non-discriminatory treatment and clarified that though 
as a rule the effective ownership should be in Indian hands there' 
could be no hard and fast rule regarding ownership control. The 
Industrial Policy Resolution of 1956 classified the industries into 
three categories, and there was hardly any change in the policy re-
garding fO'1'mgn collaboration or foreigu. capital. 

1.30. The Committee further note that the first Five Year Plan 
also stressed the need for inflow of foreign capital and elaborated" 
that share of national capital in joint enterprises, facilities for train-
ing of Indians, disclosures of patented processes to Indian associates, 
should be decided with due regard to the facts of each case. The 
Committee- find that towards close of Fiftees with increasing foreign 
exchange stringency, minority foreign capital participation gained" 
acceptance and after 1961, Governmenfs approach to foreign colla-
boration and Investment became selective recognising the need for-
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:greater employment in the Plan for economic development. Subse-
-quently, Government modified its policy on foreign collaboration on 
the recommendations of the Mudaliar Committee of 1966 when they 
decided to prefer outright purchase of, technology to capital partici-
pation and imposed restrictions on extensions to the then existing 
-collaboration agreements and also in regard to collaboration for pro-
cess industries which involved huge payments for know-how. Tbey 
also imposed an export obligation to the extent of 75 per cent in 
well established industries where Foreign Collaboration was nor-
mally not ailowed. 

1.31. The Committee also note that with the changes in the In-
dustrial Licensing Policy in the beginning of 1970, the Foreign Col-
laboration Yolicy was further liberalised with a ,--jew to bridge the 
technological gaps in the Engineering and Chemical industries, and 
-majority foreign participation in new enterprises was to be consi-
dered if the development of particular industry was vital and essen-
-tial in the national interest, and in other cases where huge amount 
of foreign exchange was involved. 

1.32. The Committee are informed that the present policy of 
'Government is to permit foreign collaboration only in fields of high 
priority and in areas where the import of foreign technology is con-
~idered necessary. In other areas, import of technology is considered 
on merits if substantial exports are guaranteed. 

Technical collaboration is considered on the basis of royalty pay-
-ments not exceeding 5 per cent of the value of production and sub-
-jected to Indian taxes and limited to a period of 5 years. 

The Government's policy towards permitting equity participation 
is selective on the basis of priority of industries, nature of technology, 
-possibilities of exports, the ceiling being 40 per cent although ex-
ceptions could be considered on merits. 

1.33. The Committee also find that Foreign Collaboration policy 
has been elaborated in the context of the approach to the Fifth 
Tive Year Plan wherein it is provided that the objective has to be 
to move towards a posmon in which the country is not merely a 
recipient of foreign techno'togy but is aho capaMe of exporting 
-know-how in certain fields to bring about a measure of balance. The 
approach towards technical collaboration should be an integral part 
'of the total technologileal strategy for the plan and envisages a mix 
of imported and indigenous technologies in which proportion of the 
latter must increase with time. Technologies developed indigenously 
must be properly evaluated against competing technologies availahle 
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abroad and em being found suitable must be utilised. Once the neec:l 
to import technology is established a careful and systematic evalua-
tion should 'be made both of alternative methods and terms of ac-
quisition. Some of the important considerations on the basis of which 
both the choice of technology and its mode of import should be mader 
would be net foreign exchange outgo, export potential, characteris-
tics of technology and appropriateness to our conditions the access , 
of Indian engineers to .the Collaborators design and research activi. 
ties, freedom to select equipment and raw· materials and to decide 
on the pace of technological development. Suitable guidelines have 
also been indicated in the plan documents about the selection of 
technology, role of the research and development organisations in· 
assimilation of technoloO,gy, horizontal transfer of technology etc. 

1.34. In regard to foreign investment such investments will be 
justified when know-how needed in a particuiar field of high priority 
is available only through equity participation or it is an area where 
continued access to essential technological improvements is necessary 
and cannot to secured by any other means. Each case is to be 
examined in terms of net inflow of foreign exchange, assurances for 
exports on a long term basis, and the alternative choices available 
in terms of costs and benefits. 

1.35. The Committee find that there had not been any hard and 
fast rule in regard to permitting collaboration with equity pat1ici-
pation in national interest, till 1966 when certain restrictions were' 
imposed in regard to foreign collaboration both in capital participa-
tion and in technology import. Though the broad policies as such. 
have been enunciated in the various Resolutions and Plan documents, 
no detailed guidelines were issued by Government from time to 
time in regard to foreign collaboration till 1969. The Fifth Five Year 
Plan document, however, has laid down the broad principles in 
regard to foreign collaboration and alS() certain guidelines therefor. 
The CoIDIDittee have dealt with these aspects in the subsequent 
chapters of the Report. The Committee recommend that a careful 
and methodical watch should be kept on the actual working of the-
Guiding Principles sO that these could be modified as necessary to 
subse1:ve the best developmental interests of the country. 



CHAPTER II 

GUIDELINES 

A. Guidelines . 

2.1. The Government of India after a careful and detailed exami-
nation .of ali aspects of the questions relating to foreign private 
investments and foreign collaboration decided in 1968 that since" 
there was no significant change in the broad policy followed on these 
subjects, issue cr a formal resolution on the subject was not neces-
sary. The Government, however, considered that a number of 
practicel steps could be taken· to improve the position in order t(} 
secure two important objectives which they had then in view viz. (a) 
th:lt thpre should be no undue delay in the disposal of applications 
for foreign collaboration, whether financial or technical, and that, as 
far as possible all applications should be finally disposed of within 
three months, and (b) that the intending collaborators should know 
clearly about Iadlities available for foreign investment. 

2.2. Go'\'ernment also decided that there shOUld be a single agency 
within Gevernment to be called the Foreign Investment Board, . 
which would be responsible ~o:r all matters relating to foreign 
private investments and collaborations. Matters relating to consti-
tution functions etc. of the Foreign Investment Board have been' 
dealt with in a separate section in this Chapter. 

2.3. In. addition, Government grouped industries into two lists, 
t,iz., those in which no foreign collaboration was to be allowed, and' 
those in which foreign collaboration was to be permitted. These· 
list~ WE're to be published and reviewed from time to time, and at 
least once a year. For the industries inwhich foreign collaboration-
was to r.e permitted, and where royalty rates were proposed, stand-
ardised rates of royalties would be indicated for the various indus-
tries to f~cilitate qUick disposal of applications. Wherever Indian 
consultancy was available it should be utilised exclusively, and if 
foreign consultancy was also required, the Indian consultants should 
be, the primary agency employed for consultancy. The main object 
of regulat~ng foreign investments/collaborations was to continue to' 
ensure that foreign capital/technical know-how was utilised in the 

15 
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.manner most auvantageous to the country, having regard to the 

.current and future needs and specially to strengthen effectively its 
balance Qf payment position without being detrimental to the growth 
d Indlan and fl')reign enterprises already well established in India. 

2.4. The above principles were issued in the form of a press note 
.dated 20th J lily, 1968. 

2.5. In .ianuary, 1969 Government had issued guidelines on the 
-general policy and procedure for handling proposals for forei~ 
,collaboration for the guidance of administrative Ministries/Depart-
ments and various technical authorities. These guidelines were 
'required to be followed by all the authorities while dealing witt 
'foreign collaboration applications. A copy of these guidelines as 
-originally issued by the Ministry of Industrial Development together 
'With suhequent amendments are at Appendix 1. 

2.6. SUbsequently in June, 1971, the Ministry of Finance, Bureau 
-of Public Enterprises issued instructions for the guidance of public 
-enterprises indicating the factors/principles which were to be taken 
into account while entering into agreements with foreign collabora-
tors (Vide Appendix II). These were in addition to the general 
-guidelines issued by the Ministry in January, 1969. 

2.7. !n paragraph 2.23 of their First Report (5th Lok Sabha-
1971-72) on Hindustan Steel Ltd., the Committee on Public Under-
'takings had recommended that Government/Bureau of Public Enter-
prises should undertake a review of all important agreements entered 
into with the Consultants/Collaborators by the Government/Public 
Undertakings and evolve guidelines in the light of experience 
gained. In pursuance of the recommendation of CPU, the Bureau 
of Public I:~nte!'prises made a review of the working of the guidelines 
-and also obtained the opinion of the public sector enterprises regard-
ing their experience and prepared a comprehen'Sive check list in 
November, 1974, indicating the various points which were required 
to be taken care of by public Undertakings while entering into 
foreign collaboration and circulated it to the Public Undertakings 
(Appendix In)_ 

2.(1. Apart from these, the Ministry of Industrial Developments 
brings out a publication entitled ccGuidelines for Industries" every 
-year which contain guideline'S on foreign collaboration applicable 
"to both public and private sectors. 
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.2.9. Recently, 'the Pugwash Conference url Science and World 
Affairs' held in .Tanuary, 1976 at Madras, have finalised-an outline 
~f an international coc;le of <;onduct on transfer of technology, cover-
mg :nter alia:- '. 

(a) objectives and principles. 
(b) scope of application. 
(c) national regulation of transfer of technology. , 

~ ... _. __ t:: .. I 

(d) Restricted business practices and transfer of technology 
transactions. 

(e) guarantees. 
(f) .international collaboration; and 
(g) applicable law and settlement of. 

2.10. Earlier, the UNCTAD inter-governmental group of experts 
<m code of conduct On transfer of technology considered the draft 
()utlines on these aspects (May, 1974, May 1975 and November 1975). 

2.11. The following are stated to be the objectives underlying the 
Code ot Conduct:-

(i) to establish general equitable rules for the international 
transfer of technology taking into consideration particu-
larly the needs of developing countries and legitimate 
interests of technology suppliers and technology recipients. 

(ii) to facilitate and . increase the international flow o~ pro-
prietory and non-proprietory technology under fair and 
reasonable terms and conditions to all countries particu-
larly tl) and from the developing countries. 

(iii) to increase the contributions of technology to the identl· 
fication and solution of specific problems of all countries, 
particularly the specified problems of developing countries. 

(iv) to strengthen the national technological and scientific 
capabilities of all countries, in particular of developing 
countries for selecting imported technologies assimilating 
them into their natural economies and adopting them 
creatively to domestic conditions, etc. 

2.12. Pursuant to these objectives, the folloWing are principles to 
be observed in the Code of Conduct:-

(i) improving access to technology at fair and reasonable 
priceS and costs both direct and indirect and' regulating 
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bulhle&s practices particularly those arising from transfer 
pricing and transfer accounting; 

(ii) eliminating restrictive practices arising out oflor affecting 
,technology transactions. 

(iii) promoting in packaging of transactions involving transfer 
of technology with regard to choice of various elements 
of technology, evaluation of costs organisational forms and 
institutional channels for transfer. 

(iv) establishing an appropriate set of guarantee to suppliers 
and recipients of technology taking fully into account the 
weaker position of recipient enterprises of developing 
countries. 

(v) facilitating an orderly implementation of National laws and 
policies on transfer of technology through the establish-
ment of minimum international standards. 

(vi) promoting and development of indigenous technologies 
particularly in developing countries. 

2.13. The Code of Conduct has given in detail the areas where 
euarantees are necessary and has emphasised, inter alia, that-

(i) the technology acquired is suitable for the manufacture of 
products covered by the arrangement. 

(U) the content of technology transferred is full and complete 
for the purpose of the arrangement. 

(iii) the technology obtained will be capable of achieving a-
predetermined level of production under the conditions 
specified in the agreement. 

(iv) National personnel shall be adequately trained for service 
in the recipient country in the knowledge of the techno-
logy to be acquired including operation and management 
techniques of the enterprises. 

(v) the recipient shall have access to all improvements upon 
the techniques in question during the life time of the 
arrangement. 

'2.14. The Code of Conduct has also suggested that Governments 
of developed countries shall grant or by every' means -ensure that 
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their technology supplying firms graM special treatment to enter~ 
prises of developing countries in their technology transfer arrange-
ments. The measures shall include inter alia-

(a) Preferential tax treatment in the country of technology 
supplier to income arising from technology transfer. 

(b) Preferential arrangements ensuring that the industrial 
property rights granted to a patent holder in technology 
of supplying countries should not be used by him to 
restrict· imports of products from developing countries. 

(c) fiscal and other incentives to the technology exporting 
en~erprises in developed countries for encouraging (i) 
the adaptation of their R&D activitie~ to conditions and 
factors prevailing in developing countries (ii) develop-
ment of technological capabilities of enterprises in deve-
loping countries including special training (iii) establish-
ment of national, regional!or international institutions 
including technology transfer centres to help the develop-
ing countries 1:>3 obtain their technological requirements 
for establishment. Construction and operation of plants 
under the most favourable terms and conditions. 

(d) facilitating access of enterprises to technology covered by 
industrial property rights held by Governments of deve-
loped countries. 

(e) Release and grant of credits on terms more favourable 
than usual commercial terms for acquisition of capital and 
intermediate goals in connection with technology trans-
actions. 

2.15. It has been stated that the appropriate organs of UNCTAD 
shall gather and disseminate information on technological alter-
natives and on terms and conditions of transfer of technology 
arrangements and also On laws, regulations and poliCies pursued at 
the national, regional ana international levels concerning technology 
transfer arrangement. One important proviso included in the Code 
of Conduct is that the States shall inter alia take action through 
international arrangements to avoid as far as possible imposition of 
double taxation on earnings and payments arising out of technology 
transfer arrangements. . 

2.16. In regard to the laws applicable in the case of technology 
transfer and for settlement of disputes, it has been 'Stated that the 
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technology transfer arrangements shall be governed with regard to 
their validity, perlormance and interpretation by the laws of. the 
technology receivirig country. The technology receiving countries 
shall exercise legal jurisdiction over the settlement of disputes 
pertaining to parties concerned. In case of arbitration, the disputes 
will be settled according to the procedures agreed. upon .y the 
parties concerned. .. , I 

., . .-~' 

2.17. Asked whether any difficulties were experienced by the 
Public Undertakings in the practical working of the guidelinQs 
issued by Government the representatives of Public Undertakings 
stated during evidence that they have not experienced any major 
difficulty in the practical working of the guidelines. The represen-
tative ofa Public Undertaking, expressed that the guidelines have 
done immense good in directing and guiding negotiations with 
foreign collaborators. The representatives of some other undertak. 
ings have felt that since guidelines were in general terms common 
to a variety of agreements they would always require some devia 
tion or other depending on whether the arrangement is for an engi 
neering product or a process industry or for a sophisticated techn(). 
logy where collaborators were few. Some public undertakings state<t 
that the guidelines should only be guidelines and not rigid rules 

2.18. The representatives of some public undertakings indt<:ated 
that difficulties were, however, faced in the practical working of the 
guidelines in regard to certain specific clauses like payment ot Indian 
neering product or a proceS'S industry or for a sophisticated techno-
logy where collaborators were few. Some public undertakings stated 
approval and royalty. 

2.19. In regard to provision for taxes, the Chairman, of one public 
undertaking stated as under:-

"Confining (myself) purely to the licence arrangement . for 
enaineering goods, the payment is generally in two signi-
ficant parts. One is the disclosure fee which is a lump 
sum payment made. The other is royalty. The fact that 
royalty is taxable is dearly understood by all foreign 
licensors. As regards the initial disclosure fee, for 
initial information, training etc., now·a-days the 
Government of India insist that it is subject to 
applicable taxes. There is no definition of this tax. This 
leaves the foreign collaborator guessing as to what would 
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be the level of tax. This has resUlted in endlessnegotia-
tions. Today of course, any srevices rendered by a colla-
borator outside the country is, not taxable, but at the same 
time, Government insist that it should be regarded as 
taxable as applicable. This leaves enormous room for 
discretion to the Income Tax authorities to decide each 
case in their own way. So the general tendency for the 
foreign collaborators when they agree to these terms is to 
make their own guess and boost up the figure; to that 
extent, I feel 'Jur interests are affected. The best course 
would be to determine first what is the net tax liability. 
This will help determine the viability of a proposal an 
undertaking makes rather than leave it to the foreign 
collaborator to do guesswork in this respect and also leave 
a lot of discretion at a later stage." 

2.20. Yet another undertaking suggested that it should be possible 
to specify as to what would be the tax for the next three years or 
five years. 

2.21. A representative of a third undertaking stated: 

"There are two types of taxation. One is on the royalty fol" 
the know-how where there is no problem. But the pro-
blem arises in respect of foreign people who are working 
in India while the collaboration agreement is going on. 
Our experience is that they do not agree to pay the Indian 
tax. This is the problem that We are facing with every 
contract. I have to absolve them of the taxes which are 
levied by the Income-tax authorities in India. Every time 
we have to go against the guidelines, we take the Gov-
ernment's approval." 

2.22. Yet another undertaking expressed that: 

"There is another problem with regard to the tax on disclosure 
fees. The tax authorities are raising up the issue for the 
year 1960. I have got only to add that if the Direct Taxes 
Board do not give a ruling, then we do not know what we 
ourselves are committing." 

2.23. As rE'gards sub-licensing, the representative of a Public 
Undertaking stated that "Government would expect that once know-
how. is purchased the licensee in India should have a right to sub-
licence it to other people. But Foreign Collaborators would not 
agree. 
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2.24:. In regard to 'Exports' 1t was mentioned by a Public Under-
taking that though this bad not been a major difficulty in many 
cases, it has not been possible to get total export rights allover the 
world. 

2.25. As for the period of the agreement it was stated by one of 
the undertakings that it depended upon the types of product or 
process for which a licence was taken. So to restrict the period of a 
licence agreement to five or seven years would not be practicable, 
nor desirable. 

2.26. Another undertaking pointed out during evidence that once 
an agreement is drafted and initialled., Government should give a 
speedy decision whether it accepts the agreement or not as otherwise 
the conditions may change affecting the undertakings or the Govern-
ment. 

2.27. Further if the maximum royalty is 5 per cent it would not 
be possible to get. the best that is available in the world. 

2.28. Another problem faced by undertakings was stated to be 
with l'egard to providing the penalty clause in the agreements for 
delays in the supply of documents and equipment. It was stated 
that the undertaking (IOC) is not in a position to implement this 
clause particularly when there is a Government to Government 
agreement. 

2.29. In regard to arbitration, the representatives of Public 
Undertakings during evidence expressed the view that the collabo-
ration agreements should be subject to Indian Laws. The collabo-
rators do not have any objection to have arbitration in India pro-
vided the arbitration is in accordance with the rules and regulations 
of the International Chamber of Commerce. 

2.30. The Committee enquired whether these difficulties experi-
enced by the Public Undertakings were brought to the notice of 
Government and if so, their reactions. 

2.31. In this connection, some of the Ministries in their notes have 
stated as under:-

2.32. The Bureau of Public Enterprises have stated that they have 
not received any communication indicating that the guidelines 
created a problem or difficulty in ftnalisation of collaboration agree-
ments. Any specific difficulties by particular unde~takings are dealt 
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with by t\le adminhltrative I4inismes. There. is considerable fie%!-
bility in the guideijnes and they themselves are not being treated 
as rules. It is not necessary to have separate guidelines for separate 
industries since a large number of general points would be common 
to all. The Ministry of Defence has stated that deviations in regard 
to some of the matters have had to be permitted in the case of 
Defence public undertakings. As far as Department of Atomic 
Energy is concerned, no special difficulties have been brought to the 
notice of the Department except in the case of payment of 
Indian taxes by collaborators who insist on payment of taxes in 
respect of works like design engineering service to be performed 
'Outside the c.owa1Jry. 

2.33. Since the guidelines reflect Government's basic policies on 
the varioUs aspects of foreign collaboration it does not appear to be 
feasible to lay down separate guidelines for foreign collaborations 
pertaining to process industries and others. However, when consi-
dering Government's approval for foreign collaboration agreements 
negotiated by units in the different industries, all relevant aspects 
:are taken into account by Government. 

2.34. The Department of Industrial Development has stated that 
'8lly modification of the terms approved by the FIB in specific areas 
is considered and decisions ,.re taken by the FIB within the frame-
work of the existing policies. The guidelines are flexible enough 
to permit processing of foreign collaboration cases taking into 
account the special features of different cases. Whenever in an 
individual case it is brought to the notice of the Government that 
deviation from standard form is necessary that is agreed to if justi-
iied e.g. in case of sophisticated industry where the gestation period 
is long, foreign collaboration is allowed for more than 5 years though 
the normal duration for such agreement is 5 years: 

2.35. The Ministry of Petroleum" Chemicals have In their reply 
stated that the IPCL has entered into 23 foreign collaboration agree-
ments for provision of technical know-how, preparation of process 
engineering design and supply of equipment in respect of its Aro-
matics Project, Olefins Project and its own stream units. There have 
been deviations in regard to (a) provision for t.axes, (b) sub-licens-
ing (c), restriction on exports, (d) duration of agreement, (e) arbi-
tratoin laws. 

2.36. In the course of examination of the working of IPCL, the 
SeCretary of the Ministry of Petroleum & Chemicals gave the follow ... 
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ing :reason for. agreeing to the deviations from the guidelines . to. 
IPCL's foreign coLlaboration agreements (Para 2.12 o,)f the 64th 
Report of IPCL). 

"The guidelines, as the name itself shows, are indicative and 
Ministries or public undertakings negotiating projects are 
expected to observe the gUidelines to the extent feasible 
and was possible to do so. However, the process licen-
sors for each project do stipulate certain conditions which 
cross the gUidelines, it was not always possible for the 
!PCL to adhere strictly to the ~idelines. When such a 
thing happens, Government comes into it. The Foreign 
Investment Board which clears every foreign collaboration 
project does go into this and then allows relaxation of the 
guidelines. This procedure was fully followed in the case 
of IPCL's contracts." 

2.37. The Committee on Public Undertakings had recommended 
in the 64th Report (5th Lok Sabha) that the working of !PCL's 
foreign collaboration agreements may be reviewed with a view to 
finding out whether the agreements were in the best interest of the 
country and also whether deviations in agreements from th guide-
lines were unavoidable. The Ministry have stated that, accordingly, 
the working of IPCL's foreign collaboration agreements in respect 
of ar9matics project which alone has so far gone into production has 
been reviewed. Nothing prejudicial to the interest of the country 
has come to the notice in the actual working of these agreements~ 

2.38. The Committee note that since there was no significant 
waage in the broad policy followed in regard to foreign private 
investments and foreign collaboration, Government considered a 
number of practical steps to ensure disposal of applications for 
foreign collaboration without any undue delay i.e., within a maxi-
mum period of 3 months and also to enable the intending collabo-
rators to know about the facilities availa'hle for investment. 

2.39. The Government also deci"ded to set up a Foreign Invesf-
ment Board which would be responsible for all matters relating to" 
foreign private investment and collaboration. The Governmenf 
grouped the industries into two categories, those in which foreigrr 
collaboration was to be permitted and those for which no foreign 
collaboration was to be allowed. It was clarified that the main 
object of regulating foreign investment/eollaboratlo. was to conti-
Rue to ensure that foreign capital/technical know-how WRl' utilised 
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in tne • ....noer most advantageous to the eountry having regard to-
tbe current aDd futureneecls and specially to strengthen effectively 
its balance of payment position without adversely affecting the 
growth of Indian and foreign enterprises already well established 
in India. The Committee have dealt with the functioning of the· 
Foreign Investment Board in the ensuing section of this chapter. 

2.40. The Committee also note that Government issued compre-· 
hensive guidelines in January, 1969 on the general policy and pro-
cedure for handling proposals for foreign collaboration for the' 
guidance of Ministries and technical authorities. 

2.41. SubSequently in June, 1971 the. Bureau of Public Enter~ 
prises issued instructions for the guidance of the Public Under-
takings which were in addition to 'the general guidelines issued 
earlier. 

2.42. On the recommendations of the Committee. on Public-
Undertakings in their First Report (5th Lok Sabha-1971-72) the· 
Bureau of Public Enterprises issued a comprehensive check list in-
November. 1974 indicating the various points to be taken care of by 
Public Undertakings while entering into foreign collaborations. 

2.43. The Committee also note that the Department of Industrial 
Development have issued general guidelines again in 1974-75 indi-
cating the principles to be followed in negotiating foreign collabo-
ration agreements to ensure that the proposals followed the policy 
of Government. 

2.44 .. The Committee are informed that though the Public Under-
takings have not experienced any major difficulty in the practical 
working of tJrel guideline., some public undertPkings have come' 
across problems in regard to payment of Indian taxes by the colla-
borators, sub-licensing, exports of products, arbitration, period of 
agreement, provision of penalty clause, and payment of royalty. 
The Committee have dealt with these specific problems in separate" 
sections of this report. 

2.45. The Committee are also infOl'Dled that any specific difficul-· 
ties brought to the notice of the administrative Ministries by the-
public undertakings have been dealt with and resolved and there is 
considerable ftexibility in the guidelines which are treated only as· 
"guidelines" and not as rules. 

2.46. The Committee further nete that the Pugwash Conference-
held in Madras in January, 1'76 has finalised an outline of inter-
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largely ~ .count the diseussioas held. oa the subject earlier 
under the _piees of the UNCTAD. 

~.47. It is UD.derstood that UNCTAD are arranging to bring up 
the draft code of con411let for transfer of technology, particularly to 
4ieveloping countries, at a conference scheduled to meet at Nairobi 
in May, 1'7&. 

2.48. TIle Committee would like Government to review the 
guidelines in the light of these latest developments 90 as to incorpo-
rate features which would subseI:'ve the national interest of accele-
rating deyeliopmeot and absorption pf most suited. technology on 
acceptable term. and ultimately enable the country to stand up its 
own indigenollS know-how. 

Foreign Investment Board 

2.49. With a view to minimising procedural delays in the dis-
posal of applications relating to foreign investment and collabo-
ration, Government have, in January 1969, laid down a procedure 
for disposal of such applications. A Foreign Investment Board 
(FIB) has been set up and charged with the responsibility "for ex-
peditious disposal" of such cases. The composition of the F.I.B. is 
as under: 

Secretary, Ministry of Finance-Chairman 

MEMBERS 

1. Secretary, Department of Industrial Development 

2.. Secretary, Ministry of Petroleum and Chemicals 

3. Secretary, Department of Company Affairs 

4. Secretary, Department of Commerce 

5. Secretary, Planning Commission 

6. Secretary of the Administrative Ministry concerned 

7. Director General, Council of Scientific and Industrial 
Research 

8. Director General, Technical Development. 

9. Secretary, Department of Science and TeclIDtA.ogy 
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10. Member-Secretary to be provided by the Department of 
Industrial Development. 

2.50. The FIB has been assigned the following jurisdiction: 

"All the cases of foreign investment and collaboration will 
fall within the jurisdiction of the Board. Even where the 
primary responsibility rests with the administrative 
Ministry concerned under powers delegated to the 
Ministry, the Board will have superviS\Jry function in 
respect of the disposal of all applications and may call 
for the deal with any individual application in the 

'Board itself'. 

2.51. There ii; a Sub-Committee of the FIB compnsmg repre-
sentatives (at the Joint Secretary level) of the following Depart-
ments: 

Department of Industrial Development-Chairman 

MEMBERS 

1. Department of Economic Affairs 

2. Department of Company Affairs 

3. Ministry of Commerce 

4. Ministry of Petroleum and Chemicals 

5. Department of Administrative Ministry concerned. 

6. A representative of the Planning Commission 

• ~ ; 

, , 

7. A representative of the Directorate General of Technh!al 
Development 

8. A representative of the Council of Scientific and Industrial 
Research. 

9. Secretary, Department of Science and Technology 

10. Secretary to be provided by the Department of Industrial 
Development. 

Procedure in foreign collaboration cases 

2.52. The proposals for foreign collaboration have to be applied 
for in the prescribed form and 10 copies of the applications are 
requited to be submitted to the Secretariat of the F.I.B., that is, 
the· Ministry of Industrial Development. After registration and an 
Initial and preliminary examination, copie5 are transmitted to the 
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administrative Ministry Department, CSIR, DGT!) or other techni-
cal authority concerned and the Development Commissioner Small. , 
Scale Industries. 

2.53. Government have delegated authority to the administrative 
MinistriesjDepartments and they are supposed to be "primarily 
responsible for the prompt disposal of applications falling within 
their particular fields in accordance with GUIDELINES laid down. 
In cases where the matter is within the delegated powers of the 
administrative Ministries, it is stated, that those ministries dispose 
of the application finally within a period of two months of the date 
of application and inform the, Secretariat of the Board. All cases 
of foreign technical collaboration involving payment in cash of 
royalties not exceeding the prescribed ceilling and all cases of 
technical know-how frees payable in cash not exceeding 10 per cent 
of the issued equity capital, provided that aggregated gross pay-
ment does not exceed Rs. 5 lakhs per annum in anyone case, can 
be disposed of by the administrative Ministry concerned without 
reference to the Foreign Investment Board or its Sub-Committee. 
Even where the primary responsibility rests with the administra-
tive Ministry concerned under powers delegated above, the Foreign. 
Investment Board has supervisory functions in respect of disposal 
of all applications and may call for and deal with any individual 
application in the Board itself. It is stated that the Secretariat of 
the Board maintain close liaison with the various Ministries. 

2.54. Where the case is within the jurisdiction of the FIB or its 
Sub-Committee, after obtaining the comments of the authorities-
concerned, the administrative Ministries are require to forward a, 
note to the Secretary of the Foreign Investment Board ISub-Com-
mittee within H months from the date of receipt of the applications. 
If, in any particular instance, the note is not received within 1 t 
months, the Secretary of the Sub-Committee of Foreign Investment 
Board contacts the administrative Ministry to expedite submission 
of the Note. It is stated that, in any case, an application for foreign 
investment! collaboration must be brought up 'to the Foreign Invest-
ment BoardlSub-Committee at the expiry of the period of 2 months 
from the date of its receipt, irrespective of the stage of the pro-
cessing of the case and even without waiting for the comments of 
the technical authorities. On receipt of the Note from the adminis-
trative Ministry, the Secretariat of the Foreign Investment Board 
ensures that it is including in the agenda of the next meeting of the 
Sub-Committee or the FIB. as the case may be, Where, under the 
delegated powers, the Sub-Committee is competent to deal with 
subject, it considers the proposaf and informs the FIB of its de-
cision. Where the subject is within the competence of the Bo:>ard 
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-or of the Cabinet Committee, it is included in the agenda for the 
next meeting of the -FIB. The FIB and its Sub-Committee meet 
normally once a fortnight. Where the subject falls within the 
jurisdiction of the Cabinet Committee, the Board considers the Note 
.and records its recommendations on the proposals made by the Ad-
ministrative Mininry. 

2.55. The Secretary of the Foreign Investment BoardjSub-Com-
mittee drafts the minutes which are immediately sent to the Chair-
man of the' Foreign Investment Board for approval. After appro-
val by the Chairman, the minutes are put up to the Minister of 
Ind~trial Development in respect of cases relating to the Ministry 
-of Industrial Development, whereas the minutes in respect of cases 
relating' to other departmentsjMini'Stries are submitted to him for 
information. Thereafter, the minutes are circulated to the Members 
of the Board and the administrative Ministries for further necessary 
action. The administrative MinistriesjDepartment concerned are 
required to issue final orders in the matter between 4 to 7 days from 
the date of receipt of the minutes. 

2,.56. All papers meant to be included in the agenda of any 
meeting of the Board or its Sub-Committee should be sent well in 
time .so a'S to be received by the Secretary of the BoardISub-Com-
mittee at least 7 days before the date of the meeting and they should 
be promptly circulated by the Secretariat of the Board so that 
members may have at least 5 days' time to study the agenda notes. 

2.57. At each meeting of the Board, apart from the specific cases 
'to be considered by' the Board, the Secretariat of the Board will 
also bring up, 

(i) lists of cases which have to be dealt with by the Board 
or its Sub-Committee but which, for reasons to be indi-
cated, have not yet been considered within the period of 
six weeks prescribed above; and 

(ii) lists of applications to be dealt with by the administra-
tive Ministries and which have been pending for over 
two months with the administrative Ministries. 

so that, wherever considered necessary, the Board may give direc-
tions for their prompt disposal. 

2.58. While considering proposals relating to an industry for 
-which there is capacity in the public sector, the Ministry concerned 
will keep in view the desirability of consulting the Public Sector 
'Undertakings concerned. -
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2.59. The Boatd will also review the ~Isions taken by the 
various Ministries from time to time within theit delegated powers 
on cues relating to foreign technical collaboration. 

260. The. Government have subsequestly issued a Press Note on 
31st October, 1973 (Appendix IV) to streamtiDe the Industrial 
Approval procedures which became effective from 1st November, 
1973. After streamlining of the industrial approval procedures 
w.e.f. 1st November, 1973, final approvals are also centrally being 
issued from the Secretariat of Industrial Approvals in the Depart-
ment of Industrial Development. 

B. Working of Foreign Investment Board 

2.61. In regard to the working of Foreign Investment Board, the 
representatives of Ministries stated a'S under:-

The Secretary, Department of Petroleum stated:-

"The general effort in the FIB is to secure co~rdinated dis-
posal so that you do not have to approach different 
parties at different forums. Therefore, to that extent, 
FIB certainly serves to expedite the process of dispo'Sal." 

2.62. To an enquiry of the Committee whether Department of 
Petroleum were satisfied with the working, the Secretary Depart-
ment of Petroleum replied as under:-

"We did point out the delays that resulted in insistence on 
Indian taxes being payable. There could again be a dis-
cussion on royalty. 1£ FIB is to control the foreign col-
laboration, there will always be an argument about the 
proposal. An administrative ministry will like to go very 
fast, the FIB on the other hand, will look at it more 
objectively and in that process, some delay is inherent in 
that system. But the delay which is in the national 
interest should not be considered as avoidable delay." 

2.63. The witness further added: 

"In fact, We have had cases where the last date for finalising-
an agreement W8'S coming and the Chairman, of the FIB 
was good enough to clear the cases on the file itself with-
out waiting for the FIB meeting. There have been in-
ordinate delays, also generally speaking because or 
taxation problem." 
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2.64. The Secretary Department of Heavy Industry in this con-
nection stated as under:-

"Even in regard to taxation prqblems now these are referred 
to FIB. As far as FIB is concerned, it was a 'Step in the 
right direction and they have been able to reduce delays 
to a very great extent. They have been able to clear cases 
in less than 120 days which I personally feel is a great 
achievement." ..... . 

"Because, in any import of technology, some. qualitative 
variations are absolutely inevitable, depending on the 
industry and on the type of technology. If we have to 
refer to different agencies on all the'Se variations, it will 
take a long time. Therefore, FIB, I think, has been able 
to avoid a lot of delays. It has been my experience also. 
And I have also got clearances on the file." 

2.65. The Secretary, De] 'rtment of Fertilizers and Chemicals 
stated as under:-

"I go to the FIB as far as drugs and pharmaceuticals are 
concerned; not for fertilizers. In the case of the former, 
there is a particular problem, because a number of cases 
concern multinationals or firms coming under the MRTP 
Act. I t raises a new dimension to the problem. So far 
as multinationals are concerned, particularly in the drug 
industry of late, as you are aware, there has been a lot 
of talk in Parliament ... we have been naturally a little 
more cautious in the examination of cases involving 
those companies. There is a particular flavour in regard 
to cases relating to pharmaceuticals." 

2.66. The representatives of the Department of Economic Affairs 
and FIB stated: 

"Some of the delays might be perfectly reasonable. In the 
absence of FIB, the delays would have been greater. 
The cases would have had to be taken to different Minis-
tries. It would have taken more time." 

2.67. The Secretary, Department of Industrial Development 
added:-

"Before the FIB had been constituted, there was a Foreign 
Collaboration Committee which was working in much the 
same way as the FIB dces. Before that we had the prac-
tice of deciding cases on file3, there were long delays and 
there were differences of opinion. Finally, in such compli-
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cated cases, a jqint meeting was held to resolve the differ-
ences. That is why it was thought better to have a stand- .< 
ing committee with a standard form of summary; and it 
could meet once a fortnight and decide these cases. In 
regard to the problem of delay, it is not always related to 
the Fm or"to the merits of the case, etc. Summaries have 
to be prepared and comments circulated. They may not be 
received in time. This is why, in 1973, a special procedural 
system had been worked out and I would say that since 
then, delays have been reduced very substantially, as it 
was pointed out. And I think that as a 1:.ody, it is able to 
bring together the different agencies into one forum. This 
includes Science and Technology, DGTD and the adminis-
trative Ministry concerned. By and large it has been 
possible to arrive at an agreed decision within a reasonable 
time. As they have also pointed out, there are some cases 
where there is some urgency and where the case has been 
examined and we are able it.) decide it even without calling 
for a meeting. On the whole, in respect of all these cases, 
from the point of view of consideration to be given as 
well as the time-frame-the system has been quite suc-
cessful." 

2.68. The Ministry of. Industry & Civil Supplies, Department of 
Industrial Development (Secretariat for Industrial Ap,rovals Foreign 
Collaboration Unit) in a written note furnished to the Committee 
after evidence have stated that they have started maintaining time-
taken analysis of delayed foreign collaboration applications since the 
formation of the unified Secretariat for Industrial Approvals i.e. from 
1-11-1973. Prior to this, there was no time schedule fixed for dis-
posal of F.C. applications at various levels of consideration by the 
concerned authorities. Statistical date has, therefore, been incor-
porated in the statement since 1974 onwards vide Appendix V. The 
main reasons foOr delay in the timely disposal of F.C. applications 
are:-

(i) The comments of technical authority like DGTD, Textile 
Comm. etc. were delayed. 

(ii) The comments of the Administrative Ministry were de-
layed. 

(iii) Summaries of the proposals were ready but had to wait 
for F.r.B. meetings. 

(iv) The Fe proposals had to be deferred by the F.I.B. for 
further examination. 
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. (y),'l'he ,Fe' application suhmittedby the' 'Ihdi:1n tom,~ies 

w.er.e sometimes incom.plet~ and' lackednecessarr techni-
~lll details. 'Dhese details had to be obtained from'the con-
ce.r:De.d ,companies resulting in 'delay ih the diRposal of 
applications. ' " " 

,(vi) Final \:)rders could not be issued for {vant' ufDeptt, (If 
Company Affair's advice after statutory hearing under 
MRTP Act. 

(vii) Certain FC awlications had to be submitted 1'ot" approval 
of the OCEPC after consideration of the F.I.B. aud thus 
could not be disposed of within th~. time schedule of 120 
days. 

2.69. The Committee note that with a view to minimising proce-
dural delays in disposal of applications relating to foreign investment 
and foreign collaboration, the FIB was set up in 1969 and chal'ged 
with the responsibility of expeditious disposal of cases. The Com-
mittee are inform~d that before the FIB was constituted, there was 
a Foreign CollabO!'ation Committee which was working in much 
the same way as the FIB and before that, the practice was to decide 
,cases on files and there were heavy delays and/or differences ~f 
opinion and joint meetings used to be held to resolve such differenc-
es. It was with a view to overcome such delays that Government 
considered it better to have a standing committee of the type of the 
Board under the Chairmanship of tlie Secretary, Ministry of Finance 
(Department of Economic Affairs) in which different agteocies in-
cluding the Department of Science and Technology, DGTD, t~ 

administrative Ministries, CSIR are represented so that agreed de-
-cisions can be arrived at within a reasonable time. Time schedules 
and procedures have been laid down by which applications must be 
brought before the FIB at the expiry of period of 2 months from 
the date of its receipt and every effort has to be made to give a final 
decision on the application within 3 months from the date of its 
receipt. It has been stated that althoug'h some powers have been 
delegated to the administrative Ministries/Departments in regard 
to disposal of applications for foreign collaboration in accordance 
with the guidelines laid down by Government, the Board has super-
visory functions in respect of disposal of all applications and may 
call for and deal with any individual application in the Board itself. 
'The Committee are also informed that a special pl'OCedural system 
has been introduced w.e.f. 1st November, 1973 for processing of 
applications for industrial licence and foreign collaboration. Accord-
ing to the new procedure. foreign collaboration approvals are to be 
issued within 90 days of the application and cases of composite appli-
437 LS-4. 
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cations for indaatrial lieenees aad for foreip eolia_ration and capi_ 
tal goods elear8Dee would be disposed cd wiWa 1. -days. H such 
eases also involve MRTP clearance, the time schedule bas been fixed 
as 150 days. Although it has bee. claimed that since the introduction 
of the new procedure, delays have been reduced, substantially, the 
Committe.e regret to observe that during 1174 out of II cases of public 
undertakings which were referred to FIB 10 were cleared within 
120 days and in 1975 out of 12 cases referred to -8 were cleared within 
~20 days. The Committee are not convinced of the reasons for the 
delay in the disposal of the remaining applications and feel that with 
a more determined etlort it should have been possible to dispose 
them of within the prescribed time schedule. The Committee feel that 
in the case of public undertakings there should be no difficulty in ob-
taining the necessary clarifications or holding discussions with the 
Chief Executives of the public undertakings and/or the senior officers 
of the administrative Ministries concerned so as to resolve aU matters 
and issue final orders on the application for foreign collaboration 
well within the prescribed period of 120 days. The Committee need 
hardly point out that speedy processing of applications for forei~n 
collaboration would help to clinch the foreign collaboration terms 
and remove one major uncertainty in the time schedule fOr imple-
mentation of planned projects. 
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SELECTION OF TECHNOLOGY 

A. Basis for Foreign Collaboration 

3.1. According to the Ministry of Industrial Development, Indian 
parties desiring foreign collaboration negotiate source and terms of 
collaboration with the suitable foreign parties within the general 
framework of policy gJ,lidelines. While making an application, they 
are requil'ed to give an account of the attempts made to explore 
alternative sources for the import of technology and the technc-
economic considerati·.:>n for preferring the particular collaboration 
which has been applied for. It is not necessary to invite global tp.n-
ders before submitting proposals for foreign collaboration. 

3.2. Government's policy is not to allow foreign collaboration 
where indigenous know-how capable of commercial exploitation is 
either readily available or is likely to be made available within a 
short period. Technical authorities such as the Director General of 
Technical Development, the Textile Commissioner, the Council of 
Science and Technology, Council of Scientific and Industrial Research 
and Technology are required to scrutinise the collaboration proposals 
and are expected to specifically advise the Foreign Investment Board 
or other authority disposing of collaboration aptllications on the 
availability of talent, technical know-how and material. 

3.3. An inter-departmental Technical Committee has been set up 
in July 1974 under the Chairmanship of Director General, Technical 
Development. Various technical authorities such as Department of 
Science and Technology, Council of Scientific and Industrial Researh 
and National Research and Development Corporation are represented 
on this Committee. The Committee is intended for making coordi-
nated recommendation on technical as,ects of. proposals for import 
of technology to the Foreign Investment Board. 

Wherever necessary, the administrative Ministries are asked to 
consult the concerned Indian Diplomatic Missions abroad to ascertain 
the standing and reputation of the collaborator. In the applications 
for foreign collaboration the Indian parties have to specify the ser-
vices to be rendered by the collaborator. 

35 



- .. .,:;,...--... 
36 

3.4. Out of 53 Undertakings which gave information on the basis 
of collaboration agreements entered into by them, it has been stated 
by as ~any as 29 pub1i~ unQe!~ing$, tpat proposals for foreign col-
laboratIons were exanuned by DGTDltSIR or other technical ex-
perts in the field and Indian Consultancy Organisations. 18 Public 
Undertakings however stated that technical know-how was not 
available in India. 

3.5. H.M.T. stated that the collaboration is selected in anyone of 
the following ways:-

(i) Government directs the Com.:?any to implement the agree-
ment already entered into with a foreign firm by the Gov-
ernment. 

(ii) Government will conduct initial survey for collaboration 
for certain products and then directs the company to 
follow up. 

(iii) Government directs the company to follow up a project 
report of foreign company prepared for a State Govern-
ment. 

(iv) With the ~proval of the Government of India, the Com-
pany sometimes signs agreement with an existing foreign 
collaborator for additional product. 

(v) The company sends out global enquiries seeking collabora-
tion for the new product. 

(vi) By conducting negotiations with prospective suppliers for 
obtaining technical know-how against placement of orders 
for 'machines without payment of know-how fee or royalty. 
Before signing the agreement, the Co~any ensures that 
the prospe~tive collaborator has necessary expertise and 
proven experience during the visits to the collaborator's 
works. 

The services of Indian embassiesjmissions abroad are utilised for 
ascertaining the credit worthiness of the collaborators. 

3.6. In the case of BHEL it has been stated that BHEL contacts 
all leading firms in the field before entering into collaboration for 
.any product. The performance of these organisations, te.e technical 
-standing of the equipment both in the domestic market and the per-
formance, the technical leadership of the organisation, the R&D base 
are some of the factors considered. 
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In case where design Qhilosophie~ in the world ot:ginate f-rom a 
small group of 2,-orS companiesin"the entire world the approach 
is .restricted to one or other' of the parties. In certain other cases, 
it is advantageous to approach a sitigle organisation whose leadership 
is well established in the world. ' 

In case where itis proposed to cover an allied I?roduct it is decided-
ly advantageous to continue with the existing collaborator ra1her 
than proliferate collaboration with many organisations. 

3.7. BEML and IRE were also of the same view. Undertakings 
like GRW, HAL and Hindustan Cables stated that selection was 
made on the world-wide reputation of the collaborators, in the field 
of manufacture, and the necessary expertise and experience in 
completion of work in time their willingness and terms offered. 
An expert team was also deputed some times to see the technology 
of the countries willing to offer and the best technology is selected. 

3.8. BHPV stated that collaboration in their case was based on 
agreement with Czechoslovakia on economic cooperation. Other 
collaborations were on the basis of well known firms in the field qr 
firms of international repute. Comparative terms were evaluated' 
with reference to the standing of the firms in the field, past exper-
ience, terms relating to payments, etc. before final selection is made. 

3.9. Bharat Ophthalmic Glass Co. Ltd. stated that all efforts to 
get this technology from countries like U.K., U.S.A., Japan, Ger-
many, etc. failed and only USSR agreed to give this and hence 
there was no choice of selection. 

3.10. In the case of Fertilizers it has been stated that so far as 
urea and ammonia based plants were concerned quotations were 
invited from pre-selected process licensors and, selection made from 
amongst the quotations received, the main consideration oeing re~ 
liability and well established position of the process, the economic 
viability of the I?rocess both capital investment and operating cost-
wise and previous experience with plants operating on the process. 

In the coal-based plants, the collaborators were selected on the 
basis of the recommendations of a Committee which studied the two 
processes available and also saw plants operating on this process 
abroad. 

3.11. Hindustan Photofilms Mfg. Co. Ltd. stated that the basis of 
collaboration da;:>ends mainly On the type of, product and the level 
.of technology indigenously available. For turn-key projectS" it 
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might be possible to obtain global tenders. from more than one 
source. How~er, where it involved scarce know-how and tech-
nology, development of new skills etc., the choice would be limited 
in which a case, it haq.. ¥> be negotiated with such interested parti~ 
on the best possible terms. 

3.12. IDPL stated that the choice for collaboration in drug field 
is limited as latest and improved drugs are patented. Based on 
information available the reputed parties in the lines are contacted 
and prOl?osals scrutinised by experts in the field. 

3.13. In the case of Indian Oil Corporation, it was stated that for 
Petroleum refineries generally the foreign collaboration for various 
processes and know-how is made only with those parties who are 
well-known in the field by way of proven commercial references-
information regarding commerciai references is published in various 
international technical journals. SimHer views were expressed by 
Lubrizol Intia Ltd. 

3.14. I.P.C.L. have stated that lor the purpose of foreign collabo-
ration relating to the {Jrocess k~w-how, detailed technical and 
commercial quotations are invited from the overse~s firms wp.ll-
known in the particular field. 

The infonnation received from the overseas firms is then eva-
luated technically and commercially. Based On the techno-economic 
evaluatioll the number of licensors is reduced to a short list for 
which a more rigorous evaluation is done and at the final stages 
visits are made to the operating plants of the licensor. 

The experience of the party selected for collaboration is assessed 
from tbe number of plants built on the technology offered, the 
length of the period these plants have been in operation, the im-
provement made in the process offered, the reputation enjoyed by 
the process with the earlier licensors, etc. 

Other things being more or less equal the availability of a parti-
cular credit becomes an important factor. 

IPCL further stated that the international standing and reputa-
tion of the engineering design and consultancy firms playa pre-
'Clominant role in determining the collaboration. 

Normally the 'terms and cODditions of foreign collaboration for 
design and consultancy services are evaluated on the basis of their 
e!lq>erience of the eompanies offering their services' in the field., 
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experience of the personnel, prices quoted. and scope of services 
.offered and the proposed manner of implementation. 

3.15. EIL have stated that in spphisticated industries, tl;te num-
.ber of technologies that are available is limited and it is normally 
known to the persons in the field, ~ough scientific journals, semi-
nar, conferences, international gatherings, ete. I~ is likely that 
some of the foreign collaborators might not like to part with the 
latest technology f()r indigenous development, in such ~ases, they 
may have to agree for the best amongst the technologies that are 
()ffered. 

The soundness and capability of the collaborator is judged with 
ref;rence to the works carried out, working of the equitpment!plants 
.at various places, visits to plants etc. 

Engineers India Ltd. have further stated that the initiative for 
technical collaboration is generally taken by the undertakings and 
they generally satisfy themselves that no indigenous technology is 
available and that the collaboration sought is the best that could 
be negotiated. They have further stated that very few of the Indian 
Design & Consultancy ServIce Organisations have got either pro-
prietory or non-proprietory process know-how, or basic engineering. 

EIL have suggested that if the Government, before approving 
~uch tota1. .packages as turn-keys, insist on making use of the Indian 
indigenous services to the extent available, as is said to be done 
in Brazil, it is likely that the engineering and consultancy services 
to be brought £rom outside, would be the minimum. 

3.16. While evaluating foreign collaborations, the terms offered 
and the technical expertise and standing of each, will have to be 
compared and the acceptable terms arrived at. It is likely that a 
firm with better technology may demand stiffer fees or a higher 
lumpsum. It is left to the Indian Party to evaluate the terms and 
conditions and choose that technology whicb:offe.rs the maximum 
cost benefit. 

3.17. In regard to the basis of Collaboration the Secretary, De-
partment of Heavy Industry during evidence stated that: 

"First of all BHEL and the Ministry evolved the strategy and , 
as a result of that, we selected 819 leading manufacturers 
of this equipment in the world. Tru?intention was that 
we should find out whether they are in~regted to give 
that collaboration and what their experience was. After 
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knowing this, we sent out technical teams to the· w()rks. 
of these people to find out their capabilities in the actual 
design and development of such equipment and also their 
experience in the tranfer of technology. We also wanted 
. to flnd out what was the actual number of sets produced 
by them for their· domestic requirements and also for 
exports. We also wanted to know about the number of 
licensing arrangements that they have already entered 
into. One of the important considerations was whether 
they would accept the principle of 'pay-back' by compo-
nents which is important from the point of view of out-
flow of f()reign exchange as also by way of establishing 
our credibility in third countries. If we can eXl;lort our 
components for sophisticated items to the collaborator, 
that proves our technical competence. We were also 
keen to find out whether they were prepared to give us 
detailed drawings and basic design data as a package of 
this imported know-how. What was even more impor-
tant was that we would like to know the design philoso-
~hy and the calculations leading upto that design, so that 
in futUre we can develop from this power generation 
equipment of higher rating. What is the position from 
which they have come to the design stage. Ultimately 
the intention is that we should not import this techno-
logy again. Later on, we may require 800 and 1200 mega-
watt sets. Once we get their thinking and design data, 
it will be possible to go ahead with the development of 
future sets. 

We got proposals from all these leading manufacturers. BHEL 
had detailed discussions with them and as a result, we 
have now come to a short list of three and to finalise 
that we have decided to form an inter-ministerial com-
mittee on which Finance, Economic Affairs, Science and 
Technology, Power Ministry etc. would be represented 
and we intend to have discussions towards the ear ly ~art 
of· next month. 

The intention is to have discussions almost at the same time 
with all the three to be in a bargaining position. I think 
the best way in my opinion is to go in for technology in 
such critical sectors." 

3.18. In this connection the Secretary, Technical Development 
8ll~ DGTD stated that "the guidelil'les published by Government 
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expect Indian parties to explore alternative sources of technology ~ 
evaluate them from the techno-economic point of view and furnish 
reasons for preferring' a particular technology and their sources of 
input." 

3.19. In the written notes furnished after evidence regarding 
basis for foreign collaboration the Selected Ministries have stated 
as under: 

Department of Industrial Development have stated that: 

"The foreign collaborator is identified by the Indian company, 
in some cas.=s on the ~asis of. global tenders and in other 
through direct negotiations, The Technical Departmentsl 
agencies while scrutinising the proposals make an in-
dependent assessment regarding the standing of the co)-
laborator and the nature of the technology proposed to 
be imported. Wherever necessary a Technical Committee 
of Experts is set up on ad-hoc basis by Foreign Invest-
ment Board to scrutinise the proposals. The enterpre-
neur has to indicate the steps taken to explore the alter-
native sources of technology and evidence has to be 
furnished that the best available technology is being 
obtained at most reasonable terms. Further it has been 
decided that a Technology Cell and Data Bank c;hould be 
established in the office of the Directorate Gt'neral of 
Technical Development for the Techno-economic Evalua-
tion of the competitive bids and advising entrepreneurs 
on the availability and the correct cost of technology. It 
has also been decided that a few important areas should 
be identified and efforts should be made to obtain tech-
nology through a central source for multiple utilisation 
in such areas." 

3.20, The Bureau of Public Enten;>rises, Ministry of. Finance 
have stated that "foreign collaboration should be in the field of 
high priority and in areas where the import of foreign technC1Iogy 
is necessary the same should be a proven process." 

3.21. The Ministry of Defence (Department of Defence Produc-
tion) have stated that "foreign collaboration agreements are con-
sidered only with firms having international repute in their respec-
tive fields. The products manufactured under licences are also> 
generally those using the latest technology suited to Indian Condi-
tions. The terms are evaluated on the basis of competitive offers. 
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where available, or in the light of the terms approved by Gov~m­
ment in the case of other foreign collaborations in the same or 
allied fields." 

3.22. The Ministry of Petroleum & Chemicals have stated that 
"foreign collaboration is sought for in cases where the technical 
know-how, materials and talents are not available indigenously. 
Global tenders are not always invited and in cases involving sophis-
ticated technology, the invitation is generally confined to a few 
reputed firms in that line. The evaluation of the offer from the 
point of technical, economical and commercial angles is generally 
made by the undertakings, whose experts sometimes even visit the 
plants set up with the collaborators licence I know-how. 

The cases which come within the purview of FIB, the proposals 
are examined from the indigenous angles by the different exoert 
agencies like the department of Science and Tchnology, DGTD. 

·etc." 

3.23. The Department of Atomic Energy have stated that the 
Foreign Collaboration is determined on the basis of proven process 
technology. If the proven technology is available with more than 
one party, attempts are made to assess the relative terms and condi-
tions of· the offer after taking into account all techno-econC'~ic 
considerations. 

B. Selection of Technology 

3.24. To a question as to how the G',)vernment ensure that the 
parties selected for collaboration have the necessary expertise, 
proven experienc~ and ability to complete the work in time, the 
Ministry of Industrial Development have stated that the-

"Collaborator is selected by the Indian entrepreneur through 
mutual negotiati'.)ns. The applicant has to give in his 
application an account of attempts made by him to ex-
plore alternative sources for the import of technology and 
techno-economic considerations for preferring the parti-
cular collabJra~ion which ha"3 ~een applied for. The 
technical authorities like the Technical COInmittee (con-
sisting of the representatives of Department of Science 
and Technology, Director· General, Technical Develop-
ment, Council of Scientific and IIndustrial Research and 
National Research and Development Corporation, Textile 
Commissioner etc.) not only evaluate the quality of 
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technology but also the ~tanding of the igreiign collabo-
rator. WhePever necessary, the administrative Ministries 
are 'asked· to . consult the concerned Indian Diplomatic 
Missions abroad to ascertain the standing and reputation 
of the collaborator. In the applications fur foreign 
collaboration, the Indian parties have to specify the ser-
vices to be rendered by the Collaborator. 

3.25. In regard to selection of technology the Ministry of Indus-
trial Development stated:-

"It is primarily for the technical authorities advising the 
Government 'On specific foreign collaboration proposals 
to ensure that know-how offered by the foreign collabora-
tor is suitable and not out-moded in the Indian conditions. 
Indian embassies/missions abroad are n..:>rmally not con-
sul ted on this aspect. 

3.26. While some undertakings have stated that Indian Missions 
abroad are associated/consulted to judge the standing and soundness 
and credit worthiness of the foreign collaborators the Missions can-
not be expected to have technical expertise 'j,.) judge the know-how 
offered, two undertakings have stated that they do not consult the 
Indian Missions and one undertakings stated that it consults Indian 
Missions in rare occasions. Hindustan Photo Films Mfg. Co. have 
stated that they obtain the opinion of reputed internati,gnal consul-
tanc~ agencies. FACT, HFF, IOC, Durgapur Steel Plant, Alloy 
Steels Plant, Rourkela ~teel Plant, IPCL, Instrumentation Ltd. 
have stated that Indian Consultancy Organisations like NIDC, 
Dastur & Co., MECON, FEDO, ElL are also consulted. ONGC have 
stated that no Indian Consultancy is not available and ElL is 
ass~ciated where feas~ble. Hindustan Zinc Ltd. have stated that 
there was no Indian Consultancy firm in India. 

3.27. Richardson & Cruddas and Jessop & 0.). have stated that 
opinion of consultants is not taken as a matter of course but in 
-certain cases opinion of NIDC is also taken. Heavy Engineering 
Corporation has stated that for setting up new plants, Government's 
or public Undertakings' kIr.)wledge of technology or its availability 
in respect .of existing plants is utilised to ensure that the best tech-
nology is obtained. 

3.28. Ac.cording to FACT, the intrinsic value of know-how con-
sists of simplicity of processing steps in regard to investment being 
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less, better recovery of inputs better quality of products and by 
products, cheaper conversion cost, less mainteIumce . cost, higher 
stream e1Jiciency, suitability to treat locally available raw material, 
less foreign exc.hange for plant and lipare parts, less labour require-
ments, less pollution problems. 

FACT has further stated th~t-that process for which profita1>i1ity 
is highest is economically the best. 

Other aspects for consideration are the extent upto which the 
technology has been tried and proven in commercial production and 
any previous association that the purchaser has with any of the 
licensors. 

Value of expertise and experience is judged by studying per-
formance of various plants in '.Jperation by visits to operating units. 

The technologists of ;FACT kee[l abreast Of_ the technology by 
studying the latest publications on the subject. Processes which are 
adaptable to Indian raw material are selected to ensure exploitation 
of indigenous resources. Economic viability and process efficiencies 
are also compared before deciding on the know-how to be selected. 

3.29. The Chairman and Managing Director, Fertilizer Corpora-
tion of India stated in this connection that:-

"When I mentioned that you ,have t>J go in for foreign colla-
boration in technology if you want to have the latest 
techniques, what I meant was that we must go in for 
the ~best and latest technology and most sophisticated that 
is available. That is clear, because, in developing coun-
tries whatever technology is existing or is being deveroped 
constantly will be somewhat out of date when compared 
with the technology being developed in Western countries 
or Japan or other such countries. It is not my thesis that 
we must go to :f>Jreign countries for getting the latest 
technology existing." 

The witness added that: 

"By and large, there are competing technologies available. It 
is not that one is the latest and the other is not the latest 
There would be a number of competing technologies, 
available. In the case of fertiliser industry and petro-
chemical industry, the general practice has been to get 
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the offers from the competing firms for the supply of 
know-how and basic designs in· order to compare their 
prices and what the' plant costs are going to be. In many 
cases we even visit the plants which have ~en built based 
on the technology and we also get the comments from the 
owners of the plants which have been built based on the 
technology.. There is thus the possibility of comparing the 
competing technologies before we select the one which 
is suitable to our require'ment. This is the way in which 
at least in the fertiliser industry, we have gone about 
selecting the technology which we have to adopt." 

3.30. The Chairman and Managing Director, IPCL stated-

"We are not really talking about contr\)lling the import of 
technology. We are talking about the manner in which 
this technology is obtained and whether it needed a great 
deal of investigation. I think you will agree that we are 
now well known and it is not like ten years ago. When 
we write to a few people, they all begin to send us ·.lffers 
and the kind of parameters they have. You can analy.se 
those technically, purely technically without going into 
the economics of it in detail. 

What is the advantage, what is the disadvantage, how is it 
reliable, what is proven already, how will it fit in with 
ours and is it poss,ble to narrow it ci>.lwn? There are only 
three or four people involved in it. The cost of develop-
ing this technology is very high. Very few people develop 
it. We can have a Cummittee a small committee of 
experts; not only of people within the Corporation but 
also from the people outside the Corporation. The 
persons who u.~e it are the most important people for the 
purpose." 

3.31. Planning and Development Organisation of the Fertilizer 
Corporation of India Limited have stated that:-

"We select a number of process licensors on the basis of their 
tec!hnolQgy which is judged from the r~orts obtained 
from places where their technology is being used and/or 

.visit to such plants using their technology. Quotati>.)ns 
are obtained from these pre-selected li~nsors and selec-
tion made from amongst the qllota.tion& r-eceived, the main 
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tion of the process, the econ<>mic viability of the process 
in both capital investment and operation cost-wise and the 
previous experience if any, with the Plant operating on 
the process." 

They have further stated that the design engineering consultancy 
services from foreign collaborators should be determined '.:m the 
basis of the l'eliability of their process. Normally, the basic design 
is furnished. by a process holder and once a rellable, competitive and 
economical process is accepted, then the basic design and other con-
sultancy services can be usefully furnished only by the collaborator 
extending the process. 

3.32. In regard to the method of verifying that the technology 
available is the latest in the field, the P&D of FCI have stated that 
"After having selected a mrmber of technologies which are consi-
dered to be the latest, quotations are obtained from all the process 
licensors. It might be slightly difficult to say as to which of the 
technologies is latest since various technologies offer different bene-
fits. If one technology claims lesser capital investment, the other 
technology could claim lesser operating cost and the third techno-
logy may claim better and easier maintenance. In view of this a 
fair judgement in regard to the best and most suitable technology 
has to be made!' 

3.33. The Chairman and Managing Director, Bharat Heavy 
Electricals, stated that:-

"The thing is that they (Petrochemicals, Fertilizers, drugs and 
Pharmaceuticals) . buy the process technology; they go in 
for the most modern or the uptodate or the latest techno-
logy. There is another group of people like MAMCO or 
HEC. Bharat Heavy Plates and Vessels Ltd. who should 
provide the necessary help for building up these process 
plants. In making these equipments, I may use different 
technologies or go in for different processes which are 
instead of being manually operated may be automatically 
'operated for which the machine tools are provided by the 
HMT. Unless these three groups at different stages are 
going to move in a coordinated manne:.", we are going to 
end up in a sort of a very confused state of importing of 
the lmow-fiow.tt 
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3.34. The Chair~ and ¥8l:ul.iing Db:ec:tor, Hindustan Machine: 
Tools Ltd. stated that:-

"There are most con1licting ideas as to what should be the 
technology sUitable to our country ana what should be 
the gap in technology between the leading countries in the 
world and ourselves 90 that we can process it through 
way of our o-wn existing efficiency or by increased effi-
ciency. 

All these questions are questions which will have to be gone 
into ill greater detail. If you take the technology which-

'is well established outside our country, it is quite good 
and it is patriotiC, but it may set in motion delays and 
costs may be increased. Since you cannot ignore the 
customer, you may have to spend more money and time. 
So, in a developing country it is rather wasteful not to gl 
in for established technology and sometimes it is thought 
by the Government to be in the interests of the country 
that we have to go in for modern established technology." 

The witness further added: 

"Government will not import a technology if it is already 
established here. Each individual case is examined at 
the Governmental level and a suitable decision in the 
interest of the country is taken. In my field, we make 
quite sure that we do -not go in for imported technology 
unless it is absolutely new as we did in the case of lamp 
making industry. There is no technology available in the 
country to produce the whole chain for making of bulbs. 
In the world there are only three or four firms who have 
this like Westing House, General Electric and Philips." 

In this connection, the Chairman, HMT stated "we are now 
mature. I do not think there is necessity to go round the world to 
select technology. Now it is easy for us to know about the world's 
quotation. We have learnt as to what is good and what is best that 
we could assimilate. 1£ required, we select the people who are-
really going to matter and we send them abroad to see the opera-
tion. All this investigatidn taken two to three months." 

3.35. The Chairman aud Managing Director of Indian Petro--
chemicals Corporation Limited stated that-

"l would agree that Compared to 10-15 years ago, our ability-
to choose not cnly the latest but appropriate tecll..nology 
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suitable to e;ur E'conomy andreqUiremerits is quite ;;good. 
We have now a very large number of peOple· trained' in 
just not scientitlc matters but also technological matters." . :} ) 

The witness .. .fUI'tber ~dded that in the. matter of selection of 
Technology. "We do not use pr'.)fessional bodies for an.y views/con-
.sultations in. large areas. I ~m sure we can use professionals in the 
-scientific and top engineering bodies. At the moment, they are 
not heard; we never consult them. We consult them while signing 
some agreement with 1:orne country. We have got the National 
-Committee on Science and Technology. I believe it would be better 
to have a very small body which has a large number of consultants 
.appropriate to a particul::lr situation rather than a one-time body. 

3.36. The Managing Director, NIDC stated that-

"While deciding whether the technology should be imported 
or not in preference to the Indian technology, one criterion 
should be that a techno-economic evaluation of the existing 
Indian technoiogy and its relevance to the new circums-
tances should be done. When technologies are permitted 
to be imported some of the restrictions which were placed 
in the P3st should be avoided in future, because a lot of 
technology imported in the past had conditions imposed 
that horizontal transfer would not be permitted." 

The Managing Director, National Industrial Development Corpo-
ration Limited further stated tbat-

"I think there are enough very competent engineering organi-
sations in this country, particularly in the public sector 
who I feel, could be nominated by Government as techno-
logy transfer evaluation agencies to whom a person who 
is looking for a technology should now refer his problem. 
And that agency can then look for the technology, first 
in India before looking for it abroad, and then evaluate 
the technology and see whether it is appropriate to the 
circumstances in which it is required to work. And for 
that purpose, that agency has to arrive at a judgement 
whether such a technology is available in India and 
whether it is appropriate to the circumstances or whether 
it should go abroad, and if so, where." 

The witness further added tbat-

"Before we allow a technology to be imported, the intending 
importers should be asked to produce evidence that every 
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attempt was made to try to loeate it within the country; 
when it was available, to produce evidence that it was not 
appropriate to their circumstances, or or. that the party did 
not want to give it to him, or, even when he was willing 
to give, it was only at a price that would not make that 
technology totally economic to the importer. These are 
all issues which the suggested organisations, which I had 
referred to earlier as the technology transfer evaluation 
agencies, would then be enjoined to go into. If they, as 
agencies nominated by Government, come to the conclusion 
that it is not possible to have the technology in Indi~ 
~there would be no option but to look for it abroad; but 
we should make sure that a very serious attempt was 
made and that the Indian technology was not brushed 
aside merely because it was Indian." 

3.37. The Chairman, MECON stated in this connection:-

"Dealing with the point whether there should· be screening 
agency, I agree that the screening agency should be the 
public sector consultants or the R&D people who are work-
ing in the field. The consultancy organi~ations of the 
public sector who have developed expertise in their 
particular fields could be utilised as agencies to evaluate 
technologies for use by other people." 

3.38. In regard to the Selection of Technology the representatives 
of cerhin selected Ministries during evidence stated as under:-

Secretary, Department of Heavy Industry has stated that-
.. { agree that a high degree of selectivity is necessary in the 

import of technology. In the case of engineering indus-
tries earlier they were perhaps a little liberal with it and 
that hl:l.s helped our exports to pick up. Now that we have 
developed a technological base and also expertise fur ma-
nufacture of sophisticated equipment the stage has come 
when we should exercise great deal of selectivity in the 
import of technology. 1t is also necessary for us to 
synchronise our own development of skills and expertise 
with the import of technology so that we do not import it 
for all time." 

The witness further added that-
"Sometimes collaboration arrangement is necessary to enter 

into export market because we have to establish our 
credibility in certain areas." 

437~. 
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3.39. In reply to a qu~tion by the Committee whether foreign 

collaboration has been ~lowed in the name of export, the Secretary, 
Department of Heavy Industry added tha~ 

"As far as we are concerned, we are now very selective on 
the import of technology. The purpose of it is that, first 
of all, in the agreement on foreign collaborations, the out-
go of foreign exchange should be reduced to the maximum 
extent possible. If we export equipment to our foreign 
collaborators, our credibility in the third country also goes 
up. In all our recent negotiations in respect of such 
collaboration agreements, we have always tried to incor-
porate a clause to emure that they buy a certain quantity 
of components from us. I am glad to inform you that in 
most of the cases, we have been able to incorporate such 
a clause." 

3.40. In reply to a question by the Committee whether the World 
»ank insists on a particular type of technology to be selected for a 
particular project the witness stated that-

"I do not think it is entirely correct to say that the World 
Bank insists that specifications should be tailor-made to a 
particular technology. A lot depends upon us also and 
We should see that the specifications are updated and take 
care of Our indigenous capability. We are in most of the 
cases competitive." 

3.41. The 'l"epresentatlve of Department of Economic Affairs and 
Foreign Investment Board in this connection stated that-

"When they (the World Bank or any other agency) lend money 
for a particular project, I think it is a legitimate point 
to make that they are interested in the best use of the 
money which we borrow from them...... The point I 
am making is, any lending agency which has a project ap-
praisal department which does develop expertise would 
ultimately be expected to see that the use of the money 
which we borrow from them is put to the best and eco-
nomic use. But it is certainly not incumbent on us to ac-
cept it. If we are insistent in availing of indigenous tech-
nology, expertise or have choice of some different techno-
logy, it is not that we have to accept the technology sug-
gested by them. 
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3.42. The Secretary Department of Fertilizers stated that-

"In the case of World Bank loans there is no question of be-
ing tied to any paorticular country or any particular tech-
nology. That is to say, you must take the best available 
technology for the particular scheme which you have in 
mind from any part of the world. 

Take complicated chemical engineering processes like ammo-
nia plants. There are recognised technologies all over the 
world. Depending upon the feedstock and the kind of 
project required, there aore six or seven proven technolo-
gies to be considered. We know from our experience of 
these countries about their technology. There are argu-
ments as to which would be the best and so on. I do not 
think that one would like to concede that world bank dic-
tates which technology we should take. What they do is, 
they would like to be sure that the final technology select-
ed is a proven one. That is to say, they should have put 
up some similar plant like that in some other part of the 
world. This is not the case in suppliers' credit. The 
country concerned or rather, the bqziness firm of the 
country provides us the credit. They do so, because 'their 
intention is to sell their goods and their technology." 

The witness further added that-

"The world Bank does IlQt preclude us from making our own 
choice." 

3.43. The representative of the Department of Economic Affairs 
and Foreign Investment Board in this connection stated that-

"The general rule is that we do not encourage the suppliers' 
credit." 

"We are hoping to have certain credits from governments of 
certain countries. For example take France and seme of 
the OECD countries who have their tied credits from the 
sources of procurement. Ultimately there the choice with 
us is to go in for a particular technology from the SOUTce 
of procurement from a particular country and that is our 
own. That explains why untied credit does not get used 
up. The untied credit still remain:> unutilised. Take 
the French credit which we receive. To use that we take 
our own decision. We see to it whether it could be use<\, 
to the best economic use possible." 
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3.44. The Secretary, Department of Petroleum in this connection. 
stated that-

"As regards government to government aid, the practice is. 
this. The public sector undertaking, through its Mini3-
try, has to inform the Department of Economic Affairs. 
that a suitable technology is available from th'l"ee or four 
countries. And then the Department of Economic Affairs, 
informs the Ministry that aid is available from one or 
two of these countries and therefore it may proceed. So, 
it is not that the Department of Economic Affairs or the 
administrative ministry tells the public sectO'l" undertak-
ing that for a pI".)cessing technology it can go in because' 
aid is available. There it is completely the other way 
round. First, the undertaking indicates that a suitable 
technology is available from Japan, Italy, France and' 
Holland. Then the Department of Economic Affairs says 
that aid is available from Japan and Holland but that we 
should choose between these two only." 

3.45. The representative of Department of Economic Affairs and 
Foreign Investment Board added that-

"When the Economic Affairs Department indicates that these 
are the credits available, the attempt is to match the avail-
ability of credits with the choice of the public sector un-
dertakings. " 

3.46. The Committee note t~at according to the Ministry of Indus-
trial Development, Indian parties desirous of foreign collaboration 
negotiate source and terms of collaboration with suitable foreign 
parties within the general framework of guidelines after making all 
eftorts to find alternate sources for import of technology and taking 
into account the techno-economic considerations. According to the 
Ministry it is not necessary to invite global tenders for foreign colla-
boration. 

3.47. The Committee find from the material placed before them' 
that generally public undertakings contact all leading firms in the· 
field, assess the performance of the organisations, the technical. 
standing of the equipments both in domestic market and their per-· 
formance, the technical leadership of the organisation, and the' 
R&D base etc., before a collaborator is selected. For cases where' 
the design philosophies originate from a smaIl group of 2 or 3 com-
panies only in the entire world, the approach is restricted to those-
parties only. Sometimes expert teams, are also deputed to see the-
technology of the countries willing to ofter the collaboratiOll and best 
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1edaoelogy .,a,eleotetl In ,he case of process industries quotations 
;are generallY invited fl"dln J1l'e"'Selected process licensors and selection 
made taking into acCOtftlt the reliabHity, well .established position 
.of the proce<;s. the e('onomic viability, previous experience of opera-
tion ef plets etc. Where it involv·ed scarce know-how and techno-
logy, development of new skills, negotiations are carried on with 
interested parties on best possible terms. Sometimes as in the field 
of eil technology or other sophisticated industries, information re-
garding commercial references published in varioufs inter-national 
teclmical journals, seminars, conferences, international gatherings 
-etc., are taken. Sometimes global tenders are also invited for the 
purpose. Other considerations being more or less equal, the availabi-
lity of it particular credit becomes an important factor. In the case 
of engineering and design firms the international standing and re-
putation of the engineering design and consultancy firms play a 
prominent role in determining the collaboration. Normally the terms 
and conditions of foreign collaboration for design and consultancy 
services are evaluated on the basis of the experience in the field, 
experience of personnel, prices quoted. scope of services offered and 
manner of implementation. 

3.48. The Committee are informed that wherever necessary, a 
Technical Committee of Experts is set up on an ad hoc basis by the 
Fm to scrutinise the proposals. The Committee thus find that the 
selection of collaborator is done by various methods depending on 
the nature of the industry and the type of technology required for 
the industry, namely, engineering, process or design and consul-
tancy etc., and the number of collaborators available in the field. 

3.49. The Committee agree with the Ministry of Finance (Bureau 
of Public Enterprises) that foreign collaboration should be in the 
field of high priority and areas where technical know-how materials 
and talents are not available indigenously and where the import of 
technology is absolutely necessary and the same should be a pro-
ven !lrooess. 

The Committee feel tbat it is important that Government/Under-
taking shoultl be tI~r about the exact nature and type of technology 
required, the sources of availability of such technology and the re-
sources available for the purpose and should have knowledge about 
the technology and the eollaborator, in order to secure the best 
terms in public inte.rest. 

3.50. The Committee are also informed that it has been decided 
that a technology celt and a technical data bank should be estab-
lished in the offic.e of DGTD for the technical examination and eva-
.... ation of tbe romlletitive technologies and advising theentrepre-
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nour of the correet cost of ieehnolOU. It has aIse been tleeided that 
in some cases to be carefully selected technology may be obtained 
through a central source for multiple utilisation. 

3.51. The Committee recommend that the proposed Data Bank 
should be brought into action at a very early date and stress that 
the Data Bank should not only have information about the latest 
advancements in teehnology and the collaborators in foreign coun-
tries" but also maintain liaison with the csm, the Department of 
Science and Technology and other leading Research and Develop-
ment institutions in the country etc., so as to incorporate at one 
place, upto date information about technology/collaborators avail-
able within the country and outside. 

3.52. The Committee note that according to the Ministry of In-
dustrial Development the quality of technology and the standing of 
the collaborator are evaluated by a te<"bnical Committee consisting 
of the representatives of Department of Science and Technology, 
DGTD, CSIR, NRDC, Textile Commissioner etc. The technical 
authorities only ensure that the know-how offered by the foreign col-
laborator is suitable and not outmoded in the Indian conditions. 
While the concerned Indian diplomatic missions are consulted to as-
certain the standing and reputation of collaborators they are not 
normally consulted about the choice of technoJogy. Some under-
takings have stated that they obtain the opinion of reputed inter-
national consultancy agencies and in some cases the Indian consul-
tancy organisations like the NIDC, MECON, FEDO, ElL, etc. are 
consulted. In some cases the undertaking's own knowledge and the 
technology already available in respect of existing plants is utilis-
ed to ensure that the best technology is obtained. It has been stated 
that in some cases like ONGC and HPF there are no consultancy or-
ganisations available for consultation. The extent to which techno-
logy has been ve-rified and proven in commerciai production and 
previous association that the purchaser has with any of processes is 
also taken into consideration. FACT has stated that process of 
which profitability is highest is economically viable. It keeps itself 
abreast of technology through information avanable in the latest 
publications. Processes adapbble to Indian material are selected to-
ensure exp\loitation of indigenous resourdes. Economic viability 
and process efficiencies are compared before deciding on the know-
how to be selected. 

3.l53. The Committee are informed by FCI that in the ease of 
petrochemical and fertilizer industry the general practice has \een 
to get the ofl'ers from the competing fil"llL'i for supply- of know.;.how 



55 

and bask designs in order to compare the prices and plant cost. In 
many cases even visits are made to the plants built based on the 
technology. According to FCI this makes it possible to select the 
technology which is suitable to requirements. It has been stated that 
the design engineering consultancy services from foreign collabora-
tors are determined on the basis of reliabiiity of the processes so 
selected. The BHEL has stated that in selecting the technomgy both 
the process industries like IDPL, Petrochemicals, Fertilizers etc. who 
go in for the most modern or uptodate technology and the engineer-
ing industries like MAMC, HEC, BHPV etc. who built the process 
plants should move in a coordinated manner. NIDC has stated that 
while importing technology the criterion should be that a techno-
economic evaluation of the existing Indian technology and its rele-
vanCe to the Indian conditions should be done. It has been stated that 
there are enough public sector engineering, orgaD\sations in the coun-
try who could be nominated as technology transfer evaluation agen-
cies and who have to arrive at a judgement whether such a techno-
logy is available in India and whether it is appropriate in the cir-
cumstances. 

3.54. The Committee note that, according to Government, under-
takings/ administrative Ministries have evolved elaborate methoC:lo-
logy to m~e sure that the technology which is best suited to re-
quirements and is upto date and proven in the field is chosen. The 
Committee, however, find that in the recent past there have been 
instances where the technology chosen e.g., in the case of manu-
facture of photo films and cross-bar telephone exchanges, was later 
on found to sufter from several deficiencies which basically arose 
from the fact that the standing of the collaborator and his capabi-
lity in the field had not been eriiically evaluated nor the suitability 
of the technology for Indian conditions critically adjudged. 

3.55. The Committee feel that in making the choice of technology 
care should be taken to safeguard against obsolt'JScence and incom-
patibility to ensure that the technology selected is not only most 
modern but appropriate to the Indian conditions. The technology 
should be correlated with the locally available inlMlts and with the 
present projected demands as co-relation with the demand projection 
is important in determining the scale of production. The Committee 
agree that there should be high degree of selectivity in the case of 
engineering industry, where the country is reported to have deve-
loped a technological base and expertise for manufacture of sophisti-
cated equipment and stress that Government shoulcJ scruitinise in 
greater depth the aeed for any foreign collaboration in this sedor 
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afte;r carefully assessing the existing capacity for developing 5e(:Ond 
generation plants. 

3.56. The Committee have elsewhere in this Chapter recommend-
ed that a public sector undertaking should be nominated by Gov-
ernment in each sector of the industry to act as the ieader in the 
matter of processing and crystallising proposals for selection of best 
foreign technology. Where a unit is coming up in an area where no 
public sector undertaking exists, the Government may consider the 
question of nominating a suitable consulting agency, such as Engi-
neers India, NIDC, etc., to act as a "Nodal;'agt'ncy {or processing 
such proposals. The idea underlying this recommendation is that 
the proposals should, abinitlio, be drawn up with the association of 
the most knowledgeable. unit in the pubiic sector so as to facilitate 
the task of Foreign Investment Board to scrutinise and approve the 
application for foreign collaboration. 

3.57. The Cemmittee recall that in the public sector, large capa-
,city for manufacturing processing units has already been built up 
as for example, the Heavy Engineering Corporation, MAMCO, 
BHPV who have the capacity to manu;facture steel plants, large-
scale coal mines machinery and port handling equipment, machinery 
and equipment for petrochemical and fertilizer industries etc. There 
a~ however, certain areas where we are dependent on imported 
machinery and equipment which could be manufactured by the 
large manufacturing undertakings in the public sector. The Com-
mittee suggest that there should be meaningful coordination bet-
ween these large machines manufacturing units and the processing 
undertakings so that . indigenous manufacture of machinery and 
equipment undertaken with the aid of foreign technology and know-
how where absolutel.v essential, could be taken up in an jntegrated 
manner so as to meet satisfactorily the requirements of the proces-
sing industry as well as the objectives of indigenisation. 

C-&reening and Evaluation of proposed Technology 

3.58. All foreign collaboratio.)n proposals are scrutinised by 
Technical Deparments\Agencies viz. Department of Science and 
Technology, Dit'ectorate General of Technical Deveropment, Council 
of Scientific and Industrial Research, National Research Develop-
ment Corporation etc. and their comments are obtained from the 
point of the suitability of the proposal. The AdministratiVe Ministry 



.concerned with the industry ·also examine these proposals with re-
ference to the norms laid down under the guidelines and place their 
views to the Foreign Investment Board. While considering the pro-
posal, the Foreign Investment Board takes into account the views of 
the Technical Department! Agencies, administrative Ministries and 
decides cases keeping in view the guidelines. 

3.59. It has been suggested that the following methods may be 
<followed for screening and evaluating proposed technology before 
.it is selected and permitted by Government. 

(i) Formation of Ad-hoc Committee of EXperts; 

(ii) by the Undertaking itself in consultation with DGTD, 
Ministry and other Coordinating agencies; 

(iii) to have Technical Evaluation Cells in each Administra-
tive Ministry; 

(iv) NCST through Working Groups; 

(v) FIB; 

(vi) Public Sector Agency which has experience. 

Asked as to which of the methods would be most suited f'')r screen-
'ing and evaluating the proposed technology and how coordination 
between DGTD and FIB be ensured, the representatives of the 
designs and consultancy organisations of selected public undertak-
ings have stated as under:-

3.60. BHEL have stated that "the selection of method for 
'screening and evaluating the different technologies would depend 
on a number of factors, e.g., nature of technology, dispersal of the 
industry in Public and Private Sector, the pre-eminent position taken 
by any single agency in the field, etc. Depending on the cases, all 
the suggested methods can be adopted." 

3.61. EIL have stated that 'a Lead Company or organisation 
would be most suited for selection of technologies in any particular 
field. The lead organisation should keep the DGTD and the 
Foreign Investment Board in close touch before negotiating the 
selected technology; as long as the negotiations are carried out in 
close coordination with these parties, there would be no difficulty 
in processing and importing the required technology.' 

Fertilizer COrp':ration of India have stated that a Public Sector 
agency which has the experienCe would be most suited. 
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FCl have further <atated that the coordination between the pub-
lic sector lead agency on the one hand and the IXXTD and Foreign 
Investment Board on the other should be through the controlling 
Administrative Ministry and its associate finance. 

3.62. IPCL have stated that in the evaluation of technical know-
how, the lead organisation may associate the officer concerned in 
the DGTD. The recommendation can then be submitted to the 
Foreign Investment Board through the Administrative Ministry. 

3.63. MECON have stated that a Public Agency which has 
experience should be utilised for screening and evaluating the 
proposed technology and DGTD need not come into the picture. 

3.64. NIDC have stated that Technology transfer evaluation is 
not really an ad-hoc exercise. The agency concerned with such 
work for the fields allotted to it-must keep itself abreast of the 
developments taking place in related technologies, the extent of 
their application elsewhere in the world, the parties who are using 
c;uch technologies etc. Furthermore, the agency must continuously 
:ollect information on the terms and condition'S on which such 
technology is being transferred elsewhere. Then again, detailed and 
continuous studies are necessary to examine the appropriateness to 
the Indian environment of each development in a given technology. 

For the foregoing reasons, such evaluation work through Ad-hoc 
Committees, Working Groups etc., would not be the appropriate 
answer. As such, it i'S desirable to nominate consultancy Organisa-
tions to handle such work in respect of specified technologies. The 
report of nominated Consultancy Agencies for technology transfer 
evaluation should form an essential part of the application for 
foreign collaboration and this report would also be available to 
DGTD and FIB during the processing of the application. Repre-
sentatives of the concerned ConSUltancy Agency should be available 
to IXXTD and FIB for clarifications, when needed. 

3.65. To a question whether it not be fair enough to have one 
central agency for both public and private sector for import of 
technology in particular field, the representative of FACT stated 
as under:-

"The Government should nominate the agency for a parti-
cular field and that a agency should deal with that par-
ticular item. The agency should be uptodate with the 
modern technology also." 

3.66. The Ministry of Industries and Supplies (Department of 
Industrial Development) have· stated that-



In the evaluation of the proposed technology technical agencies 
such as Department of Science and Technology, Directorate General 
of Tchnical Development, National Research Development Corpora-
tion, Council of Scientific and Indu-strial Research assist the Foreign 
Investment Board and to that extent their role in the evaluation of 
technology is complementary to that of Foreign Investment Board. 
Other agencies such as Technical Evaluation O::>mmittee are some-
times set up on ad hoc basis for evaluation 0,£ specific proposals which 
have come up before the FIB. Thus, there 13 no over-lapping of func-
tions between the various agencies mentioned. 

The c Directorate General of Technical Development who is also 
ex-officio Secretary (Technical Developmen't) is a member of the 
Foreign Investment Board. In all cases where Directorate General 
of Technical Development is the technical authority, their com-
ments are inevitably obtained and considered by the Forl::ign 
Investment Board while considering the Foreign Collaboration 
application. Therefore, effective coordination between Directorate 
General of Technical Development and the Foreign Investment 
Board already exists. 

3.67. The Department of Heavy Industry have stated that the 
methods which are indicated in the question are not mutually 
exclusive. As a matter of fact, the Fm which approves techno-
logical imports, does it after the coordinated advice of all the 
involved technical and production agencies has been made available 
to it. The Foreign Investment Board, therefore, does not denote a 
single agency but a system of evaluation at different levels, moving 
upto a point of decision. It is open under the present system to 
adopt a particular methodology or take the assistance oJ a partr-
cular agency for evaluation. According to the Department of Heavy 
Industry the present 'System which allows a wide-basf' selection 
procedure but concentrates the decision at a focal point after the 
proposals have gone through a gamut of evaluation and selec-
tion is best suited for the country's needs. Any alternative frame-
work for evaluation and selection is unlikely to have either the 
comprehensiveness or the authority of the FIB. The present sys-
tem has also now been geared to avoid dispensable wastage of time 
at different stages of consideration." 

3.68. The Ministry of Petroleum and Chemicals have stated that 
"the evaluation of the technology may be made by the Undertaking 
itself in consultation wlith the D.G.T.D., the Technical Advisers of 
the Gqvemment as well as the experts available with the Publie 
Sector and the consultants in India wherever necessary. 



• 
It has also beeD. stated that the -existillg ammgements for co-

.ordination between D.G.T.D. and Foreign InvrestmeRt Board 8ppear 
to be adequate. 

The system as 'it operates for clearance of technologies to be im-
ported is already geared tQ avoid delays. Matters concerning tech-
nology imports have to be handled by senior persons who are ex-
perts in their fields so that evaluation and thereafter negotiations 
are conducted in a speedy and efficacious manner. It would not be 
possible fOil' any central deslgn, research and development organisa-
tion to have the detailed knowledge of technologies to meet specific 
requirements of different public sector undertakings pngaged in 
different facets of economic activities." 

3.69. The Ministry of Defence has stated that in the first ins-
tance, screening and evaluation of the proposed technology has to 
be carried out by the Public Undertaking concerned it.self. In th'1s 
pr~ess it may seek the assistance!guidance of DGTD and other 
expert bodies such as CSIR. At G::lVernment level, such evaluation 
h being done by a specially constituted inter-ministerial Technical 
'Committee of experts drawn from DGTD, csm, NRDC, the Depart-
ment of Science and TechnQlogy etc. The other alternative would 
be to set up suitably staffed Technical cells in each Administrative 
-Mlinistry which would maintain liaison with Technical Organisa-
tions like DGTD, CSIR, NRDC and the Department of Science and 
Technology. 

3.70. The Department of Atomic Energy has suggested that a 
composite group representing the technical interests, representa-
tives of the Economic Affairs Department to assist from forei~ 
exchange angle, and a" member of the DGTD!NCST should be 

-organised. Experts in the field in which foreign collaboration is 
chosen could also be co-opted in this group. 

D-Sele~tioll of Technology-Centralised Agency 

3.71. A suggestion has been made that Government Ehould set 
up institutional arrangements for screening and evaluation of tech-
nology before it is purchased to actively participate in negotia-
tions-~nd where necessary re-negotiation of transfer contracts and 
tQ ensure that technology import is in conformity with national 
products and obligations. There should be a national Technical 
Corporation which should function as the main &gency for screen-
ing. eva'htatioh and recommending appropriate technology for 
:import. 



3. 7~. ac~din~ ta' ~ mpijes farDished after evidence by selec-· 
ted undertakings it may not be feasible to have a Centralised 
Agency for recominending an appropriate techl'lblogy for import as 
such an agency may not have technical competence and expertise 
to clear all types of collaborations comprising CIIf various disciplines 
and technologies and may add to the already cumbersome procedurE' 
and hence will only lead to bottlenecks and delays. 

3.73. BHEL has stated'that Institutions like NCST can study the 
past performance in selected areas. A working group had also been 
set up by NCST tQ consider these aspects. It has also suggested 
that each Administrative Ministry should have a technical wing 
that should develop a strategy in its field for development of tech-
nology. 

3.74. Lubrizol (India) Ltd. has stated that at present collabora-
tion proposals are screened by DGTD, NRDC and the respective 
Min'lstries. It has been suggested that it may be worthwhile setting 
up an independent agency which would be manned by technical per-· 
sonnel from various fields. 

3.75. HEe has suggested that it would be appropriate to have' 
technical evaluation cells in each Ministry managing a number o! 
industrial units for the purpose of evaluating collaboration offers' 
and to assist the Public Sector Undertakings in selecting the appro-
priate collaboration. 

3.76. Indian Rare Earths have stated that in view of the Spe-
cialised nature of most of the technical collaborations, it may seem 
more appropriate for Government to set up ad MC Committees of 
experts in these speciaJiised areas in each case to evaluate the 
choice of t.echnology. 

3.77. BEML has opined that if the idea ~ to co-opt the particular 
technological experts in the field from outside these institutions, 
then the screening and evaluating of technology may be left to the· 
major userl3 of this technology preferably to the public sector who 
may submit their recommendations to a Central Authority or Gov-
ernment. 

3.78. BHPV have stated that as per the existing arrangements,. 
collaboration propoSQIs are scrutinised by the Ministries concerned,. 
the Director General of Technical Development and the Foreign 
Investment Board. Based on experience and experti$e buill up 

. in particular fields, the individual enterprises, preferably, pubUC'c' 
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IJeCtor should be DGmmated. as the Lead. Aaeacies. All proposals 
for collaboration in particular fields should be channelised through 
such Lead Agencies.. 

3.79. BOGL has stated that proposals are examined by a "Tech-
nical Expert Committee." 

3.SO. HMT have stated that they "have developed its own ex-
pertise and its decis'ions are approved by Government in consulta-
tion with DGTD, Planning Commission and other coordinating 
.agencies. " 

3.81. MAMCO have stated that technical scrutiny is conducted 
.at the level ot. DGTD, CSIR, NCST, etc. 

3.82. IPCL have stated that their proposals are considered by 
administrative Ministry, DGTD, Planning Commission, CSIR and 
FIB. 

3.83. The Fertil'izer Corporation have stated. that the present 
arrangements; i.e. examination by Technology Cell which is admin-
istered by the DGTD on which national bodies like CSIR, NRDC, 
NCST etc. are represented and after their approval the import of 
techno;logy is approved by the Foreign Investment Board, are 
satisfactory. 

3.84. In regard to the question whether a National Technical 
'Corporation should be formed which should function as the main 
agency for screening, . evaluating and recommending appropriate 
technology, the Managing Director, Natiqnal ,Industrial Corpora-
tion replied that "A single body would become an impossibility, 
·because each technology 'is becoming so highly specialised and 
that was why I had submitted that different organisations now 
-exist in our country who have themselves developed/specialised 
!in different technologies." 

3.85. In this connection the Chairman and Managing Director of 
BHEL, stated that UNo single agency however competent it may 
be, can claim entire expertise to screen, evaluate and recommend 
the appropriate techn<¥ogy .... for each type of industry there 
should be a "Lead Organisation," one for petro-chemicals, one for 
fertili:>ers, one for electrical industry and so on. A Central agency 
or body under the auspices of Government ~ some other will not 
work and rather win create further complications. But the answer 
is not fur going in for a Central agency. My suggestion is that we 
can divide the technologies fields into varioUs groups, like fertili-
zer, PetrOt-Chemicals or electrical etc. 
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"IJlthe manufacture of power equipment ,we have BHEL having 
7000 engineers and.,an engineering organisatioJ;l. who can act as the 
lead agency. Similarly there are ether types of organisations in other 
fields woo can act as lead agent to evaluate and decide appropriate 
technology. Government should identify and help such agencies 
rather than centralising this work." 

3.86. The Chairman and Managing Director, Fertilizer Corpora-
tion of IIndia stated that "to say that only one group of people would 
be competent to do that technology would not be correct. Because 
there are a number of groups working in the lead agency for 
different areas .. ' . In some cases where there is a prominent manu-
facturing capacity or interests outside the lead agency, some of 
the members of the other groups from outside the interest should 
also be there representing the lead agency primarily for the lead 
agency and are supplemented by other grou\ls in the industry-they 
can form a nucleus who will be responsible for evaluating the 
import. Here I should even add some of the gr:oups can also be 
made responsible for coordinating the research activities in the 
same field." 

3.87. In this connection, the representative of P & D of FCI 
stated that "My submission therefore is that only the people who 
are engaged and whose professional instinct is in favour of not 
being dependent on outside sources are the best agencies to pre-
vent the import of unnecessary techoology. This is why we should 
have an agency consisting of people who are engaged in research 
and in design engineering who should be able to tell us whether 
the technology should be imported or not." 

3.88. The Chairman and Managing Director of IPCL stated that 
"I would like to elaborate on the lead agency function. It appears 
that we cannot have that agency only to evaluate the technology 
for the import. Such an agency will have to follow the objectives 
given to them. We cannot have an agency of this kind unle3s it is 
charged with the import of technology where it is absolutely 
necessary. Unless this sort of an agency has objective to achieve 
the export of technology we never are going to fulfil the other 
objectives of restricting imports and upgrading the technology. 

3.89. The representative of MECON in this connection stated 
that "we would agree that the public sector agency should be the 
realm of coordinating agency. As regards the import of technology 
[ want to add one proviso. In the matter of recommending tech-
nology, designs, know-how, equipment, design, etc. they are totally 
a different area. , '.fhey' still come Within the perview of the DGTD 
and the Ministry concerne.d. . 
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3.90. In this connectionth. Ministry of- 'Industries & Civil Sup- -
plies (Deptt. -of I & D" stated that for examination of F\Jreign Colla--
boration propoaala ft'Gm the technical -angle, 'technical agencies such 
as Directorata General of Technical Development, Council of 
Scientific and Industrial Research, National Research and Develop-
ment Corporation etc. already perform an important function 
in scrutinising the applications and advising the Foceign Investment 
Board_ With a view to coordinate the techno-economic evaluation 
of such proposals it has also been decided that a technical cell and 
a Data Bank should be established in the office of the Directorate 
General of Technical Development_ Therefore, it does not seem 
necessary to set up a National Technical Corporation of the nature 
envisaged. 

3.91. The Department of Heavy Industry stated that import of 
technology is required in a wide spectrum. Furthermore, the· 
technology has to be absorbed, adjusted and assimilated before it 
can be transferred in an effective manner. It may not be possible 
for one organisation to deal with this work adequately. A viable-
proposition worth considering would be to have nodal agencies for 
different technologies. Such a nodal agency should associate other 
concerned organisations for evaluatiilg various technologies in a' 
given case and recommend the most appropriate one. 

3.92. The Ministry of Petroleum and Chemicals have stated that -
it is not practicable to have a single organisation for screening and -
evaluating technology in all the fields, the existing system appears 
to be satisfactory_ 

The Ministry of Defence have also stated that it is not necessary -
to set up a separate Corporation for the purpose. 

3_93. The Department of Atomic Energy have however support--
ed the suggestion as it is on the lines of the composite group sug-
gested by it. But evaluation of technology and clearance from the· 
foreign investment angle should be attempted simultaneously. 

3_94. The Committee note that all foreign collaboration propo--
sals and at present scrutinised by Technical Departments/ agencies, 
namely, the Department of Science and Technology, DGTD, CSIR, 
NIU>C and their comments are obtained from Jhe poiDt of view of . 
suitabUity of the proposal. Sometimes ad hoc technical committees 
of experts are also constituted. for the~. The administra-
tive Ministry concerned examine the provosal-with the DOmlS laid . 
down under the guidelines and plaee their views before FIB which ~ 
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takes lnte account the views of all these agencies and decide the 
cases. within· the framework of guidelines. Undertakings like 
ElL, FCI,IPCL, MECON have stated that a "Lead" organisation 
in the Public Sedor which has developed expertise in the particu-
laI' field should be nominated/utilised for soreening and evaluating 
the proposed technology. _ While FCI stated that the lead organi-
sation should have coordination with DGTD and FIB through ad-
ministrative Ministry, IPCL has suggested that the lead organisa-
tion should' associate the DGTD and make its recommendation to 
FIB. MECON has stated that DGID need not come into the pic-
ture. Consultancy organisations like NIDC has suggested that con-
sultancy organisations in specified fields should be nominated to 
handle such work in respect of specified technologies. The con-
sultancyagency should be available to DGID and FIB for cIar~­

fication if needed. 

3.95. The Ministry of Heavy Industry however feel that the role 
in the evaluation of technology by the different agencies vb:., nnder-

,takings, DGID, administrative M!tnistries, Technical Evaluation 
Cells, NCST etc. is to be complementary to that of Fm. It is' open 
to adopt a suitable methodology or to take the assistance of parti-

. cul'ar agency for evaluation. The Ministries of Petroleum & Chemi-
cals and Defence have stated that the evaluation of technology 
should be done by the undertaking itself in consultation with 
DGID/CSm. The Department of Atomic Energy have suggested 
that a composite group representing techni·cal experts including 

. the Economic Affai,rs Department may evaluate the technology. 

3.96. The Committee feel that screening and evaluation of tech-
nology should first be done by a "Lead a~ency" in the public sec-
tor nominated for a particular field of j'ndustry or a 'nodal' agency 
fer a particular technology with the assistance of DGTD and ex-
nert bodies like CSIR, and recommend the a1l'propriate te..hnology 
for consideration by Government which -would evaluate the same 
through a technical committee of experts drawn from DGTD, 
CSIR, NRDC. Department of S'.eienee and Techllology before a final 
decision of the choice of appropriate technology is taken by the 
Foreign Investment Board. As already recommended in para-
graph 2.69 ante, the system in Fm should be so geared up <;0 as to 
minimise delays in approval of foreign col1aboration proposals. 

3.91. The Committee note tbat the basic requirement fol' avail-
abilUy of information regardi:w! foreign technologiesloollaborators 
is now to be met by the Data Bank which is being set up. The 
Committee agree that it may not be necessary to have a central 
437 LS-6 
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body for a corporation as the main agency for screening, evaluating 
and recommending appropriate tedtnology as no single agency how-
soever competent it may be can claim expertise in all types of 
technologies for various types of industries and in the opinion. of 
the Committee creation of a new agency will only add to the 
problems of coordination. The Committee need hardly stress that 
the screening function should not only include technical evaluation 
and investigation but also evaluation of financial implications and 
economics of the project. 

E-Selection of Technology-Labour Intensive Technology 

3.98. Asked whether the choice of technology 
favour of "Labour \Intensive" and appropriate to 
needs of the country instead of "capital intensive" 

should be in 
socio-economic 

projects. 

The Chairman and Managing Director, Hindustan Machine Tools 
stated during evMence:-

"While selecting a collaboration, I personally see that is 
suitable for our country, as our main objective is to pro-
vide more employment to the people sinde more and 
more people are now getting educated and technically 
trained." 

HMT has also added in a written reply that this may not be 
possible in certain cases where modern technology is connected 
with their export programme. 

3.99. The Chairman and Managing Director, Bharat Heavy Elec-
tricals, Ltd. stated during evidence that "from the way in which 
we have designed and built the plants of Bharat Heavy Electricals, 
you would see there is no automation. There is no attempt made 
for going in for highly sophisticated labour saving devices. Basi-
cally, the Indian counterparts organisation should ensure that we 
do not go in for highly sophisticated things which would mean less 
labour. But there are areas which are exceptions." 

In a written reply after evidence the"BHEL added that: 

"In the field of heavy equipment, we canont always be 
favouring labour-intensive technologies. This is be-
cause besides economics alone, in this highly technologi-
cal field, quality of the products is very impl'rtant. Fur-
ther if the organisation is considering entering the ex-
port market then it is of prime importance that we be 
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able to match the quality and delivery periods of our 
competitors abroad and, ibis may necessitate the use of 
sophisticated manufacturing techniques." 

3.100. Engineers India Ltd. has stated that there is "no harm in 
keeping in view the ~cio-economic needs of the country. If 
labour-intensive technologies could be imported without affecting 
either quality or quantity of production there should be no bar for 
their import." 

In the case of export-oriented industries it may not be possible 
to adopt labour-intensive technologies as in exports, we will be 
required to compete with ITnternational organisations. 

3.101. Fertilizer Corooration of India Ltd. has stated that "the 
technologies which should be accepted should be labour intensive 
provided the efficiency of the process can be maintained. Other-
wise a judicious balance has to be maintained. It is, however, 
emphasised that the appropriateness of the technology to be select-
ed should also aim at maximising indigenous content in its appU-
cation in the matter of raw-materials, equipment consultancy engi-: 
neering etc." 

In the case of export-oriented organi~ations also, the technology 
should be labour intensive provided the efficiencies and the econo-
mies of the process remain the same as would be the case if the 
technology is capital intensive. 

The export-oriented organisatiOn should be allowed to accept 
technologies which are capital intensive provided they prove to the 
satisfaction of the Government that by making the technology 
labour intensive, the efficiencies and economies will have to be 
sacrificed and would lead to the increase in the production cost. 
thus reducing their ability to compete in the international market. 

3.102. IPCL has stated that "in the case of the petrochemical 
industry, the considerations of process technology and the scale of 
operations compel the introduction of capital-intensive methods. 
It may not be possiblE" to obtain the quantity and quality of mate-
rial required by labour-intensive methods in the petrochemical in-
termediates industry. In the conversion industries, however, labour-
mtensiV'e melthods are successfully adopted-e.g. plastics procleS'" 
sing industry, spinning and weaving of fibre etc." 

3.103. NIDC has stated that "within the framework of the 
national policy of maximum employment opportunities technology 
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has to be ,examined for its relevance not merely to its labour em-
ploymentpotential but also a variety of other factors which may 
otherwise predicate the need for greater automation." 

NIDC has further stated that there is no justification in accept-
ing the hypothesis that export-oriented projects should be exempt-
ed from the national policy of maximum employment opportuni-
ties. The only difference that needs to be made in their case is that 
the economics of operation should be judged essentially in relation 
to international markets rather than domestic economic conditions. 

3.104. Lubrizol (India) Ltd. and Indian Rare Earth Ltd. have 
stated that there should be judicious balance between modern and 
labour intensive objectives. Lubrizol (India) Ltd. has further 
stated that while manufacturing operations can be automatic, the 
assembling and packing can be manual even where facilities to do 
through automatic process aTe available. HEC has suggested that 
for Consumer oriented industries it would be better to go in for 
technology suited to our conditions teo labour intensive tech1)o-
logy. 

3.105. HEC and JDPL have stated that in the fields of Heavy 
equipment, Heavy Engineering and Pharmaceutical industry. which 
are by nature capital.intensive. they cannot be favourinlt labour in-
tensive technologies. Thev have stated it would be better to go in 
for most modern technology. 

3.106. Tn written reolie~ furni~hed to the Committee after evi-
dence BFML. BOGL. BALCO, .BHPV. FCI. JOC Instrumentation 
Ltd. MAMCO. HPF have stat.5i that th~ imoort of technolo~ 
should be labour intf'nsive and aonroor;at~ to socia-economic needs 
_nnd environments prevailin~ in the country . 

, 
3.107. Tn 'regard to the auestion whether the imnort of techno-

logy should be labour intensive and appropriate to socio-economi~ 

needs of the· country, the Secretary Department of Heavy Industry 
stated that: . . ~ --- ~~ ... 

"to my mind that Question has two facets-one is the techno-
logy which is reauirerl for the manufcture of a narticular 
equipment. Let me giVe you one examole. Take the 
caSe of bla~t furnace. We manufactured 2.000 cubic met-
re$ blast furnace for Bokaro (that W::I.!,; developed in this 
country). That wa~ done at the HEe. Now even the 
Steel Ministry has decided to go in for the higher C8-P8-



tHy blast furnace. For this purpose, the HEC and the 
BHEL plant is as modern as any other plant anywhere 
else, in the world. For:. the past 15 years it has con-
tinued to have these facilities for the manufacture of 
blast furnace. HEC's production is labour-intensive to the 
extent that there is not very much of automation. Even 
the llumerically controlled machines are not there. That 
is how it is going to be. On the other hand where the 
design of end-product is concerned, there perhaps some 
sophistication has to be introduced so that we are able 
to be competitive. It should not be labour intensive so 
that our cost of production becomes prohibitive." 

3.103. [n regard to the making of technology more labour in-
tensive, ·~he representatives of Department of Petroleum • stated 
that: 

"TIus is a very noble effort and objective. But we find that in 
the chemical industries, particularly in the processing 
industr!es, they are highly capital intensive. Apart from 
that, most of the materials generated are noxious sub-
stances which cannot be manually handled; they will have 
to be mechanically handled. This constraint will make it 
rather difficult for Us to go in for large-scale labour-in-
tensive methods in the peripheral activities. F\)r instance, 
in the packaging industry operations can be really manu-
ally handled. That means peripherally there is lot of 
scope for adapting labour-intensive methods to suit local 
conditions. 

3.109. In regard to this qeustion selected Ministries in note fur-
nished to the Committee after evidence have stated as under: 

The Department of Industrial Development have stated that as 
a general rule technology which involves displacement of labour is 
not considered desirable. At the same time, it is necessary for us to 
ensure that we do not import 8Jl obsolete technology which results 
in nulldng the p+aducts uneconomic in the- competitive export mar-
ket. .,. 'lJil . ",; 

In case, the products for export can be manufactured on the 
basis of labour intensive technology and can compete both in terms 
of price, alld quality in international markets, it would be ideal for 
us to go in for such technology.· , 



No such specific guidelinesldirectives have been issued by be-
partment of Industrial Development. 

3.110. The Ministry of Petroleum have stated that; 

"Labour intensivity may not be the major criterion for selec-
tion of technologies for chemicals and process industries 
considering the nature of chemicals which are generally 
noxious, toxic carcinogenic or mutagenic etc. to be handl-
ed and difficulties in manual operation of controls. How-
ever, efforts are taken in such industries to increase em-
ployment potential in possible areas of production. In 
some areas labour intensive industries may be economical 
but not necessarily SO in other areas." 

3.111. The Ministry of Defence (Department of Defence Pro-
duction) have stated that considering the availability of abundant 
labour in India and the socio-ecoonmic needs of the country, the 
foreign technology to be imported should preferably be labour in-
tens~ve. However. an exception in this regard may have to be 
made in the case of export oriented or other highly competitive 
areas or also in the case of industries where manual handling of 
materials may no,t be desirable from the poin,t of view of safety or 
equaLity of production e.g. explosives. 

However in export-oriented industries automated processes or 
those which are not laoour intensive but are more suited to mass 
production and uniform quality of production may have to be per-
mitted. " 

3.112. The Bureau of Public Enterprises, Ministry of Finance, 
have stated that "the selection of foreign technology has to be 
considered taking jnto account the various aspects, but export orien-
tation has to be given sufficient importance." ' 

3.113. The Department of Atomic Energy have stated that 
while importing technology comparative evaluation should be made 
to ensure wheiher a satisfactory mix of capital intensive process 
and labour intensive application is possible in the same techno-
logy. " 

In the case of export-oriented organisations if the evaluation so 
warrants, there should be no hesitation to adopt the most modern 
and the most economic technology. 
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1114. In the blatter of selection of tecluiology, tbe Committe4! 

find that while some undertakings like BEML, BOGL, BALCO, 
Instrumentation, MAMCO, HPF, BHPV have stated that import of 
technology should be labour intensive and appropriate to socio eco-
nomic needs and environments prevailing in the country, undertak-
ings like, BEC, IPCL & IDPL have stated that· in the field of Heavy 
equipments, Heavy Engineering, Petrochemical and pharmaceutical 
industry which are capital intensive, they cannot be favouring 
labour intensive technologies and it is better to go in for the most 
modern technology. Even in Ithese cases, it has been stated that 
there are areas where labour intensive methods could be successfully 
~dopted. HMT and ElL have stated that in export oriented indus-
tries it 'may not be possible to adopt labour intensive technology as 
in exports it is necessary to compete with international organisations. 
Undertakings like Lubrizol and IRE have stated that there should be 
judicious balanoobetween modem and labour intensi~e teclmologies. 
Some Ministries have expressed the view that though laibour inten-
si~ technology shou,Id be preferred, exception has to be made in 
the case of export-oriented industries and in the highly competitive 
areas or where manual handling of matelrials may not be desirable 
from the point of view of safety or quality of production. In case 
products for eacports can be manufae;tured on the basis of labour 
intensive technology and can compete both in terms of price and 
quality in international markets, it would be appropriate to go in for 
such technology. The Committee however feef that it is preferable 
to go in for labour intensive technology under the conditions obtain-
inC in India. While there may be some force in the argument that 
in the interest of competing with international organisations it may 
not \be desirable to go in for labour intensive technology in the case 
of purely etqlort-oriented industries, the Committee are of the view 
that, even in such cases labour intensive tel1bnology should not be 
ruled out and in fact may be preferred provided the quality and the 
prices are competitive and tbe manufacturing process would not ex-
pose the workers to avoidabI.e heaUh hazards. 

3..115. The Committee are given to understand that Japan has 
achieved a high rate of technology in a labour surplus situation by 
(a) restructuring production techniques (b) confining technological 
development to most oligopolistic large enterprises and (c) success-
ful adaptation of advanced technology by concerted R&D effort. It 
is also understood that in engineering industries, large enterprises 
perform assembly work while parts are manufactured by sub-con-
tracting firms of medium and small size. In the case of process in-



dusb:ies raw'anaterials are manufactured by large enterprises wiille 
conversion to finished products is done by medium and small manu-
facturers linked to respective large Corporations. 

3.116. The Committee would like Government to study in depth 
th~ latest trends in Japan so as to evolve the procednres for the 
selection of the (best and most up to date te.dmology in thepubHc 
sector which would make for economic production at most competi-
tive prices consistent with the national requirement of finding em.;. 
ployment opportunities for our growing population. 

F. One Time Purchase of Technology 

3.117. Asked whether it would not be advantageous to go iI! for 
one-time Qurchase of _technology best suited to the country"s re. 
quirement, Bharat Aluminium Company has stated that a rigid 
enforcement of "one time" purchase of the best know-how may 
lead to stagnation. They have further stated that it will dep~nd 
on the merit of each case. Bharat Earth Movers Limited . has 
stated that one time purchase may not always be advisable. Bharat 
Heavy Electricals Limited has stated that this may not be feasible 
t~ll such time we are able to develop our Research & Development 
Fcicllities at least to the minimum international standard. One 
time purchase can be allowed Qn a limited range of product where 
basic facilities already exist. Bharat Heavy Plates has stated that in 
the case of, one time purchase of know-how there is no possibility of 
obtaining the latest devela;.:>ments in the field as technologies al'e 
prone to quick changes. Bharat OpthalmiC Glass Limited, Ferti\.. 
lizer Corporation of India, Heavy Engineeririg - Corporation· and 
Instrumentation Limited are in favour of one time purchase of 
technology. Heavy Engineering Corporation has further stated 
that it will be advantageous as against royalty payments over a 
period of time. FCI has stated that it may not be the best course 
in our country's stage of development, for one technology is never 
static. Hindustan Photo Films has stated that this w~ld depend 
on the tytJe of industry. For sophisticated technology like photo 
.sehsitive products, provision for updating of technology. .based' on 
the research and development activities of the collaborators on a 
continued basis would be necessary at a normal cost. Hindu~tan 
Machine Tools has stated that one time purchase isa deter:r;A1ltto 
our technological growth and import of know-how from time to time 
to better our own performance is desirable. 

3.118. I.D.P.L. has stated that this system would be preferred 
even if it involves more payments in the initial stages than 'the 



present system invoked in terms of royalty based on the present 
production spread over a number of years which generally involve 
restrictions on. the horizontal transfer of technology. Indian Oil 
Corporation has stated that as far. as the patent processes are 
concerned, these are generally obtained by payment of royalties 
liIiked with the capacities. The practice has been to !pay 'fully-paid 
royalties instead of running royalties, Indian Petro-Chemicals has 
stated that there should be a judiciQUS mixture of one time purchase 
and the general system that is in vogue at present. Lubrizol 
(Indi~) Limited has stated that the main advantage of or..e time 

purchase of know-how is that it will spur greater Research effort 
to improve on the technology. But on the other hand it limits the 
know-hoW level to a time when the transfer has taker.. place. 
Subsequent modifications and improvements in the process and the 
product al'e not passed on by the licensor. Continuous lice'nsing has 
a distinct advantage. MAMCO has stated that one time purchase of 
. technical· know-how is an advantage in cases where the know-how 
to manufacture an equipment exists in the country, and import of 
design and documentation by one time payment would consider-
ably shorten the time in establishing manufactrue of s1,1ch items. 

3.119. L"lregard to the question of "one-time" purchase of techno-
logy, the Secretary, Department of Industrial Development stated 
that: . .( '::. (i~; 

"There are certain fields where it is better to buy on one 
time basis and try to develop it. On the other hand, 
in production technology, let us say in the engineering 
field, it is not so much the documentation that we will 
get but continued assistance in production techniques 
which is very important. In such a type of technology 
it is better to have continued association (even during 
certain periods, we will prefer to continued association) 
and it is better to pay royalty." 

S.llo. The Secretary Department of Heavy Industry stated that 
"it will have to be considered on case to case basis." 

3.121. Asked whetli\er it will not be advantageous to have one-
~ purchase of technology known suited to country's require-
ments the Departmeqt of Industrial Development have stated that 
in.cases where continued technical a~istance of the foreign colla-
~!>rator is considered essential over a period of years collaboration 
on the basis of recurring payments for a specified number of years 
is preferred. The advantage in such cases is that further dey~­
lopment made by the collaborator during the currency, of the agree-



ment is made available to the Indian company. However, where 
the technology to be imported is of such a nature as is not likely to 
become obsolete in the near future, one-time purchase is preferred. 

3.122. The Ministry of Petroleum and Chemicals have stated that 
in the case of process industries, the changes in the processes are 
rapid, and it may not be desirable to stick to the principle of one 
time ~urchase of technology. 

3.123. The Ministry of Defence have stated that one time pur-
chase of foreign technology may be said to have the advantage of 
discouraging continued reliance on foreign collaborations and thus 
helping indigenous design and development efforts. However, in 
cases where the technology abroad is fast changing and involves 
substantial investments in R&D, foreign technical collaboration on 
a continuing basis for a certain period may be more advantageous 
since it would also enable the Indian party to obtain the benefit 
of furthe!' Research and Development work by the foreign collabo-
rator during the collaboration period. 

3.124. The Department of Heavy Industries have stated that 
"the SCOPe for application of one time purchase of know-how can 
only be limited to certain products for which a technological hase 
has already been established in the country and what is actually 
required is design documentation and manufacturing drawings for 
a particular product." 

3.125. The BPE have stated that in respect of certain products/ 
product mix it is necessary to ensure only one time purchase of best 
know-how suited to the country's requirement. 

3.126. The Department of the Atomic Energy have stated that 
where technology gets superseded a one time purchase of best 
know-how may not beneficial. 

3.127. Since India has already built up a very competent temno-
logical base in a large number of seetors what may be required is 
know-how and technology in ~peci.fied fields. The Committee J:.e-
commend that Government should on the basis of best advice avail-
able in the cOUDJtry consider as to what type of· technology /know-
how should be imported and from where. The Committee Deed 
hardly emphasise that the teebnology obtained should be up to date, 
reliabte, proven and be capable of economic production. The Com-
mittee have elsewhere in the report stressed the need for assimilat-
ing, updating and indigenising the technology .to get the maximum 
benefit and ,to avoid import of technology in future. 
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. 3.128. The Committee would stress that one time purchase of 

technology would serve the purpose only, if it is supported by a 
strong R&D base for assimilating, updating and transfer of techno-
logy. The Committee also feel '-hat it is essential tbat provision 
should be included in the collaboration agremnents requiring the 
collaborator to pass on any subsequent modifications and improve-
ment in technologies of Processes and products. 

3.129. The Committee reCommend that it should be made obliga-
tory on the part of the Undertakings to keep a careful watch on the 
improvements/developments in technology/know-how taking place 
elsewhere so as to avail of the facilities through the collaboration 
agreement. 

G. Know-how of a Composite Nature of Technology 

3.130. The representatives of 18 Public Undertakings were asked 
to express their views on the question whether it will be advall.t· 
aga:)Us to go in for a know-how of a composite nature including 
technical assistance, manner of transmission of technical know.,}}ow, 
place and limits for transmission, etc. 

From the analysis of the replies fur~ished after evidence it has 
been seen that BEML, BHEL, BHPV, BOGL, FCI, HEC, HPF, IJ;lPL, 
Instrumentation Ltd. Lubrizol (1) Ltd. haVe stated that it is desir-
able to haveknpw-how of a composite nature. BEML have stated 
that the collaboratron agreement ·should include in addition to 
making available working drawings material speCification, process 
sheets, etc. a provision for training of personnel in the use of such 
sophisticated tehchnology. 

3.131. BALCO, MAMCO, HMT & 10C have stated that it will de-
pend on case to case basis. 

3.132. Fertilizer Corporation of India Ltd. has stated that "this is 
the manner in which the Fertilizer Corporation of India negotiates 
and concludes know-how agreements, whic.h normally include the 
licence to use the technology, the basic process know-how package, 
engineering assistance for procurement, as well as training etc. 
Suitable provisions are also made to ensure that transmission of in-
formation takes place according to pre-determined schedule." 

3.133. Engineers India Ltd. have stated that it has to be dealt with 
on a case-to-case basis. Import of know-how and technology on a 
composite basis may be less costly, to start with; but it may not be 
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in the best interests of the country in the longrun. It is likely that 
the components may be developed by different parties with different 
specialisation;; and it may be worthwhile to import the best of the 
individual components wherever they can be hought. Such a col-
laboration is likely to bring in the more advanced technologies. 
Even absorption of technologies of different types may be qUicker if 
they are not composite technolo:>gies. If more than one' technology 
is introduced, it is likely that there will.a1so be healthy competition 
leading to further. improvements." 

3.134. lPcL have stated that, :process technology, technical know-
how and basic engirieering in the case of all currently approved pro-
jects except in the case of one pmject basis engineering is done 
within the country are imported. Detailed engineering 
for all projects and the desIgning of all utilities systems are done 
within the country by Engineers India Ltd. Fatbricatipn of indigenous 
equipment is done by the various vendors in the country. Only a 
portion of the equipment is obtained from Abroad. 

3.135. MECON have stated that "know-how agreements are gene-
rally entered into to meet specific requirements. It must be ensured 
in the agreement that the basic knowledge is passed on to the 
licensee. There must~be a continuous pasSing on of information and 
basic data which will enable the Licensee 1x> become more self-
reliant and to that extent ~he agreement should be comprehensive 
and cover all aspects re1~tlng to transfer of· know-how." 

3.136. NIDC have stated that "it is; felt that India has gone past' 
the stage where it needs such induction of technical know-how on a 
composite basis--except in very rare instances of high sophistication 
hitherb:> not practised in the country. As such, the extent of induc-
tion showd be limited to only that part of the effort which is not 
already forthcoming from Indian Organisations." 

They have further stated that whenever technology is imported, 
whether on a composite or non'-OOmposite basis, the conditions to be 
imposed should· be such that they do not restrict· the. Indian party 
from free use of such technology in any m.anher. it finds it beneficial." 

~ .." . 

3.137. In reply to the question whether it will !be advantageous to 
go in for a know of a composite nature, the re~sentative_ ·of P & D 
Organisation of FCI stated that-' .. . 

"a composite agreement for technical collaboration is not in 
the interest of'the eountry because we get ifed-downto 
one .party for a long time and opti~:ms are not open. ; As we· 



7'7 

.. i are dev~ping fast as the technology is developing fast, 
we should be able to get out of a particular agreement 
according to the terms- of the agreement as soon as we 
think appropriate." 

3.138. In this connection the D~partment of Industrial develop-
ment have stat~d that if the term "composite" refers to a 'total 
package' including product d~sign,process know-how, manufactur-
ing techniques, plant design or engineering, training etc., it is the 
policy of the Government not tb encourage such packaged import 
of technology. T.he policy of the ~Government is that import of 
technology sho.:>ulj:l be restricted only to that part which is not 
indigenously available. It is for this reason that turn-key projects 
are not favqured. Indeed, the developing countries, generally 
regard 'packaging' of technologies as a restrictive business practice 
to be avoided. 

3.139. The, Ministry of Petroleum,· the Bureau of Public Enter-
prises, Ministry of Finance, the Ministry of Defence (Department of 
Defence Production) and Department of Atomic Energy have stated 
that Selection of Technical know-how of 'composite nature· will de-
pend upon case-to-case basils. The Department of Atomic Emergy 
have further stilted that· Wnere suchknow-hdw of a composite 
nature can be made use of in an industry or group of industries it 
is desirable to have such know-how instead of each unit considering 
foreign colla.boration .:for the saitle know-how form different sources . 

. ~....... ..' , 

3.140. The Committee note that a large majority of undertakings 
selected by the Committee had felt that it is desirable to have know-
how of a composite nature, some undertakings have felt that in ad-
dition there should be pro~on for training of personnel in the use 
of· sophisticated technology;makitig availahle the help of collabo-
rators' . representatives for establishing production with the u&e of 
such sophisticated. technology, provision for transmission of informa-
tion accoming to predetermined scbedule. Some have stated that it 
should he-dealt with~on a ease to case basis. While ElL and P. & D. 
organisation of Fel are of the view that import of technol~gy of 
composite nature may not he in the interest of the country in the 
long run. 

NIDC also felt that except in very rare instances of sophistica-
tion in the country, India has gone beyond the stage where it needs 
induction of technical know-how on a composite basis. The Minis-
try' of Petroleum ·and Chemicals, Defence (Department of Defence 
Produdion)8 BPE land Departm~t of AtomiC' 'Energy have stat-
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ed that selection of technology of composite nature will depend on 
case to ease basis. 

3.141. The Committee are of the view that packagec1 import of 
technology which combines product . design, process know-bow, 
manufacturing techniques, plant design and engineering, training 
etc. as one deal should be discouraged as it is in the nature of 'turn-
key' project, and import of technology should be restricted to only' 
these areas where indigenous teclmology is not availahle or where 
high degree of sophistication not hitherto practised in the COUDtry 
is called for in a particular field. Technology imported should also 
be such as could be utilised in the best interests of country without 
any restriction. 

H. Repetitive Import of Technology 

Selection of a Different Type of Technology for The Same Product 
or Product-mix When one is Already available and Developed. 

3.142. Selected Public Uudertakings in written information 
furnished to the Committee after evidence regarding their views 
about selection of a different type of technology for the same pro-
duct or product-mix, when one is already available and developed 
have stated as under:-

BHEL have stated that in exceptional circumstances, namely, in 
case of a new generation of products or for obtaining better para-
meters of functioning, a different type of technOlOgy could be im-
ported. 

In cases where developmental work is not possible under existing 
or the first collaboration and the product/process is of stategic im-
portance-duplicate know-how import should be allowed. 

Regarding repetitive import of technology in the case of highly 
sophisticated products where a long time is required to absorb the 
technology, it may be advantageous to go in for repetitive collabora-
tion with the same collaborator because to go to another collabora-
tor might involve substantial changes in design philosophies which 
would delay the process of technology absorption. 

3.143. Engineers India lAd. have stated that "the relative merits 
and demerits of alternate technologies that are available, or to be 
used, alone should determine whether same technology should be 
continued or alternatives brought into the picture." 



79 

Regarding .repetitive import of technology it has been stated that 
nothing fixed can be 3tated in the matter. If a collaborator, after 
entering the country, is not helping.its development, or is transferr-
ing the rtechnology very slowly, it may be necessary to introduce 
another collaborator, or another country." FCI have stated that "if 
a satisfactory technology for one product or product-mix avail-
able in the country, import of different type of technology should 
not be generally permitted. However, in situations where the prod-
uct or product-mix may be the same, but the raw-material may be 
different or the specifications for the product or inter-mediate pro-
ducts or the requirement of pollution standards may be totally 
different, ,the import of alternative technologies would be necessary. 
In situations where rapid build-up of industry is called for and the 
capacity for building up industry on the basis one technology and 
on the same sources of financing, may be severely limited also, al-
ternative sources of financing and alternative technologies may have 
to be imported. We do not think that rigid criteria can be laid 
down for import of technology. Each case will have to be consider-
ed on its own merit." IPCL have stated that "depending upon the 
product or product-mix, the route adopted and the improvements 
avaHable there is no harm in importing technology even when one 
is already available. Although it would be more advantageous tf 
the available technology is absorbed and improved upon, till this 
capability can be achieved there is no alternative to import of im-
proved processes, provided the production capacity thus developed 
leads to a healthy competition with the existing unit and not to its 
closure." 

3.144. NIDC have stated that "It would be detrimental to indus-
rtrial progress if a blanket ban is imposed on subsequent induction 
of technologies in the same field unless we can ensure that:-

(i) Effective steps are taken by the Indian organisation to con-
tinuously develop the acquired technology so that it is 
fully abreast of latest developments in the related field 
and that the technology is at a level which is fully in con-
sonance with the c'.)ntinuatiously changing environment. 

(ii) All restrictions in existing foreign collaborations for hori-
zontal transfer are removed. 

(iii) No such restrictions are permitted in the future. 

(iv) Holders of such inducted teshnology in India are caused 
to give up their current attitude of aversion to horizontal 
transference within the country. 
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3.145. In regard to the question whether or not unport of different 
type of technology for the same product and product mix allowed, 
the selected Ministries in WTitten notes furnished to Committee after 
evidence have stated as under: 

The Department of Industrial Development have stated that 
normally, import of different types of technology for the same pro-
duct is not encouraged. However, such import of tecnology would 
be unavoidable 

Where recent development have rendered the previous tech-
nology obsolete; due to the presence of secrecy clauses or 
prohibition against sub-licensing in agreements prevent 
horizontal transfer or technology or unwillingness on the 
part of the IIndian Company to effect horizontal transfer 
of technology; as in certain cases it is in the interest of 
the economy not to be dependent on a single "source of 
technology arid to facilitate entry of small and medium 
scale eBtrepreneur in a field ~here larger houses/foreign 
companies are holding -monopolistic positions. 

3.11.6. The Ministry of Petroleum have Stated that this would d~ 
pend tery much on the merit of each case and the approach should 
be whether· the foreign technology is needed or not. It would also 
depend on whether the foreign technology offered has certain speci-
fic advantages over the one which is already available or adopted.' 

3.1~7. The Ministry of Defence, Department of Defence Produc-
tion have stated that import of foreign technology in addition to 
that already available or developed may have to be permitted where 
the technology proposed to be freshly imported incorporates im-
proved features. Such import may also have to be allowed if the 
party already possessing the requisite technology is not willing to 
part with it or if this technology is not entirely suited for the parti-
cular type of product proposed .to taken up for manufacture. Repe-
titive import of technology m1iY also be allowed to export-oriented 
industries in order to help increase foreign exchange earnings. 

3.148. The Bureau of Public Enterprises, Ministry of Finance and 
Department of Atomic Energy have stated that different types of 
technologies for the same product-mix when is already available 
and developed, should not normally be permitted. Considering the 
export potential, it might be necessary to do so. 
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3.149. The Department of Atomic Energy have, however added 

..... t where it can be established that cost benefit . relationship is 
:.significantly to the advantage of the industry, a different techno-
:logy could be availed Nr the same product. 

3.150. The Ministry of Industrial Development stated that Go-
vernment are conscious of the need to avoid repetitive imports. The 
principle of avoiding repetitive imports has been incorporated in 
the present guidelines. The question of repetitive import has to be 
viewed in its two aspects i.e. repetitiveneSs over a period of time 
.and as to source. As regards the first aspect, the policy of the Go-
vernment has been to ena.ble rapid absorption of imported techno-
logy over larger areas of industries. With this end in view foreign 
-eollaborations are sanctioned for the shortest possible period and 
definite periods are prescribed for collaboration agreements. As a 
cule, extensions are not favoured. 

In regard to repetitiveness of imports in fields where there is 
likelihood of 3 or 4 units of the same industry being set up at about 
the same time and all of them are likely to require foreign collabor-

. tion, it is required that negotiations for acquisition of know-how for 
such units are conducted in a coordinated manner with selected 
foreign parties so that more favourable terms can be secured. There 
are some industries in which import of technology in a coordinated 
manner is not only feasible but also likely to result in considerable 
saving in foreign exchange. 

In suitable cases Government have taken positive steps to or-
ganise coordinated purchase of technology. 

In the p'l'ocess of avoiding repetitiveness as to source, the effective 
role of consultants is also important. In suitable cases association 

. of Indian consultants is also advised so that multiple applications 
ef the imported technology without further resort to imports is 
made possible. 

To secure uniformity of approach to the extent possible, a com-
parative statement of terms of collaboration already approved in a 
particular field of industry normally submitted to the Foreign IIn-
yestment Board. 

When a foreign collaboration has been allOWed in a public sector 
unit and another private sector needs the technology for the same 
item of manufacture, it should normally be possible for the public 
sector unit to sub-linceme the kno:>w-how to the private sector unit. 
... 37 LS-7 
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The sub-licensing would no doubt have to be done in consultatioa 
with and the concurrence of the foreign collaborator. 

After the expiry of the collaboration agreement and when th~ 
public sector unit has absorbed the technology the public sector unit 
will be in a position to pass on the know-how to the private sector-
unit on mutually acceptable terms. 

3.151. The Chairman and Managing Director, !PCL, expressing 
his views on the working of guidelines issued by the Government on 
foreign collaboration stated that :-

"We buy technology only once and not allow it to be repeated 
is too general. It depends upon the type of technology of 
an industry that you are in. Suppose you are in an in-
dustry where you are getting in a very large investment. 
It is unlikely that in the next five to seven years you will 
repeat that technology because that will cost money." 

3.152. In the draft Fifth Five Year Plan it has been provided 
that import of repetitive technology should be avoided as far as pos-
sible. A number of different mechanisms could be used for this-
purpose. Where the import and assimilation has already taken 
place, all possible measures including appropriate incentives, should 
be taken to promote 'horizontal' transfer of that technology to other 
enterprises which wish to make the product concerned. As for pros..; 
pective import of technology, in cases involving large plants and 
major investments, detailed fOI:ward planning of productive cap-
acity should be carried out, particularly where the plan indicates 
the need to set up a number of plants in order 
to meet the demand. This should be followed by proper selection 
of the technology to be imported. SUCh selection should be done. 
to the maximum extent possible, with the full involvement of the 
relevant design engineering and R&D laboratories. The resulting 
advantages of standardization of raw materials, plant and equip-
ment and the economies which flow from it, merit adoption of this 
procedure at least in a few selected areas to begin with. In adopt-
ing the above approach, it would be necessary to take into account 
the desirability of allowing the requisite degree of competition bet-
ween imported technologies so as to prevent a situation, which, in 
effect, gives a monopolistic position to a particular overseas techno-
logy and to safeguard against obsolescence. 
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3.153: On the queStion of repetitive import of technology the ~ 

presentative of Department of Economic "Affairs arid· Foreign In-
vestment Board stated that in {he Foreign Investment Board:-

"Whenever there is a· consideration of particular foreign coll-
aboration, if there is indigenous technology available in 
that area or even if similar inducted technology from ab-
road is available in the country, then we 
go by the advice of the representatives of the DGTD, De-
partment of Science and Technology and the National 
Research and Development Corporation, who are present 
in the ITnvestment Board. I will put it this way. Gener.,. 
ally no such intake of foreign collabora:ion ~s allowed, 
where there is indigenous technology. Sir, Secretary. 
Ministry of Industrial Development mentioned certain ex-
amples, like;! exp.)rts. Here I would like to say that apart 
from exports, sometimes, though we may set our face 
against repetitive import of technology, there are con-
straints such as the re3trictive provisions preventing any 
sub-licensing of technology once it has been inducted into 
the country. Secondly, there is also a further point that 
an Indian party who is al!"eady there in that particular 
area, may either be unwilling or unable to part with the 
technology to arDther Indian party. In such caseR-there 
may be certain extenuating circumstances-rather than 
perpetrating either a monopoly or an obligopoly, even if 
it means a repetitive import of technology, we may have 
to allow it." 

3.1M. Regarding the question of repetitive import of technology, 
the selected Ministries in written notes furnished to the Committee 
after evidence have stated as under: 

The Department of Industrial'Development have stated that 
in scrutinising foreign collaboration proplsals the Techni-
cal DepartmentsiAgencies ensure that repetitive import of 
technology is avoided to the extent possible. 

The Ministry of Petroleum have stated that:-

"It may neither be possible in all cases nor necessary to avoid 
import of similar technologies especially in the field of 
drugs and pharmaceuticals. With the process develop-
ment growing at a fast 'Pace, it may at times be advant-
ageous to go in for a different process technology if the 



r .. , 
east benefit ratio justifies the same. tIn cases where a 
price has to be paid repetitively for the same technology, 
it may be advantageous to go in for a diffrent technology 
at the same price as it is not always the case that no price 
need be paid for importing a technology already in use 
within the country since the condition of horizontal trans-
fer has to be settled with foreign collaborator who may 
have at times an edge over the national parties." 

3.155. The Department of Atr~mic Energy have stated that the 
Bhaba Atomic Research Centre is always involved from the R&D 
angle and wherever necessary the research organisations, like 
NRDC, are also consulted. 

3.156. In a note furnished after evidence the DGTD ha, given a 
Jist of cases where Government allOWed Foreign collaboration by 
two private parties when the technology or know-how was avail-
.able with public undertakings during the last five years. (Appen-
eix VI) It is seen that in the 15 cases mentioned in this list foreign 
.eoUaboration has been allowed either due to restrictions in the 
.oUaboration agreements to pass on the know-how or necessity to 
eover the capacity gaps in some ranges or non-availability of com-
plete prQduction technology or due to export obligations. 

3.157. The Committee are informed by the Ministry of Industrial 
Development that in scrutinising foreign collaboration proposals, the 
Technical Departmentsiagencies ensure that repetit1ive import of 
technology is avoided to the ~xtent possible. The principle of avoid-
ing repetitive imports has been incorporated in the guidelines. ]n 
suitable cases, the Government have taken positive steps to organise 
coordinated purchase of technology. In certain cases, assodation of 
the Indian consultants is advised so that multiple application of im-
ported technology without further .resort to imports is made pos-
_ble. To secure uniformity of approach to the extent possible a 
eomparative statement of terms of collaboration already approved 
in a particular field is normally submitted to the FIB. The Depart-
lIlent of Economic Affairs have stated that if indigenous technology 
is available in that .area or even if similar inducted technology from 
abroad is available in the country, they go }. .. the advice of the 
representatives of the DGTD, the Department of Sci.e-nce and Tech-
.ology and the NRDC who are present in the Investment Board. 
Generally no such intake of foreign collaboration is allowed where-
eyer indigenous technology is available. 



3.158. In spite efthis, apart from expert oriented industries som .... 
1im~, repetitive import of technology is allowed because of cons ... 
traints of restrictive provisions jn the foreign collaboration agree-
ments preventing sub-licensing of technology or the unwillingness 
or inability on the part of the Indian party having the technology 
to part with the technolcgy to another Indian party. The Ministry 
of Petroleum and Chemicals have stated that with the process deve-
lopment going at a fast pace it may be advantageous at times to ge 
in for a different process technology if the cost benefit ratio justifies 
the same. In c:ases where price has to be paid repetitively for the 
same technology it may be advantageous to go in for different tech-
nolugy at the same price. 

3.159. The Committee find that during the last 5 years in as many-
as 15 cases Government allowed foreign collaboration by private 
parties even when the technology Or know-how was available with 
Public undertakings due to export obligations or contractual cons-
traints or technology not being absorbed completely by the under-
taking. 

3.160. The Committee feel that repetitive import of technology 
should be avoided except where it is not possible to sub-licence the 
technology because of restrictive provision in the collaboration agree-
ments. The undertakings should take steps through their Research 
and Development Cells to absorb the technolcgy within shortest 
possible time, adopt it to the Indian conditions and improve the same 
so that it is fully abreast of the latest development in the field aDd 
be in a position to make horizontal transfer of the technology t9 
other undertakings in public interest. Where it is considered neces-
sary to go in for a different process technology because of the fast 
developments in the field, a careful cost-benefit analysis of the im-
port of such technology should be made before a decision to import 
a different technology is taken. The Committee feel that it should 
be possible to avoid such cases if only the Research and Development 
Cells of the industries keep themselves abreast of the developments 
in technologies taking place elsewhere in the industry and make 
improvements in the process technology already imported. Till this 
is achieved, even if import of improved process technology is to be 
allowed, it should be subject to the condition that production capa-
city could lead to a healthy competition with the existing unit and 
not to its closure. 

3.161. The Committee also suggest that as provided for in the 
draft 5th Five Year Plan import of repetitive technplogy shOUld. ],e 
avoided and where import and -assimilation has already taken plae. 
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all pouiWe meuurea ineludiag apprapriate incentiVM should be 
taken .to promote horizontal transfer of that technology to other en-
ierprises which wish to make the product concerned. The Committee 
also expect that keeping this in view Government will take proper 
_easures to avoid repetitive import of technology or know-how. 

Where for the same product collaborations have been made with 
.ifferent countries, it would be useful to make a comparative study 
.of the technology and the cost of product under different collabora-
tions so as to assess the comparative merit. 

3.162. The Committee also suggest that the International Technical 
Transfer Centre proposed to be set up may consider the problem of 
lateral transfer of already imported technology which mayor may 
Dot have further developed and re-designed in India and evolve 
proper measures to stop repetitive import of know-how for the same 
product or process. 

I. Know-how for Auxiliary Industries 

3.163. In paragraph 84 of their 13th Report (1965-66) (3rd Lok 
&abha) 'On Management and Administration of Public Undertakings, 
the Committee on Public Undertakings had recommended that when 
public undertakings go for foreign collaboration, they should a-sk 
the collaborators to make provision or give the know-how about 
establishing of suitable auxiliary industries. 

Government in reply to this recommendation stated that "when-
~ver we go in for foreign colla.boration we could ask the collaborator 
to make provision or give us the now-how about establishment of 
suitable auxiliary industries. 

3.164. In this connection the following undertakings have stated 
that nl() provision exists in their agreements for asking the collabora-
tors to give the know-how about establishment of suitabll;! auxiliary 
industries. 

BALCO, BHEL, BHPV, BOGL, HEC. HMT, HPL, IL, IOC-(Re-
fineries), Lubrtzol. 

BEML have stated that the know-how for components can be 
passed to sub-contractors, including auxiliary industries, according 
., all collaboration agreements entered into by the company. 

FCI have stated that depending upon the possibility of establish-
ing a suitable awdliary industry, collaborators are asked to make 
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"provision for establishment of such industries but where they can 
-themselves take up auxiliary industries in course of time, such 
provision is not made. 

HPF have stated that the rerommendations of the Committee on 
Public Undertakings on Management and Administration of public 
undertakings in their 13th Report will be taken into consideration 
for any future collaboration agreements. 

IPCL have stated that such provisions have been made in some 
,.ases. 

IRE l},ave stated that there are no special auxiliary industries 
that can be started to support the Rare Earths Plant or the Mineral 
'aands separation plant areas in which IRE functions. 

MAMCO have stated that a provision is being made in the agreement:; 
bei,ng executed for establishing auxiliary industries for supply of 
components, for maintenance of equipment. 

3.165. The Committee note that in paragraph 84 of their 13th 
Report (1965-66) (3rd Lok Sabha) on Management and Administra-
tion of Public Undertakings the Committee on Public Undertakings 
had recommended that when public undertakings go for foreign col-
laboration, they should ask the collaborators to make provision or 
give the know-how about establishment of suitable auxiliary indus-
tries. 

3.166. Although Government have as far back as 1968-69 stated 
in reply to this recommendation, that whenever they go in for foreign 
collaboration, they eould ask the collaborators to make provision or 
give them the know-how about establishment of suitable auxiliary 
industries, the Committee are surprised to find that either provision 
has not been tnade at all in the collaboration agreements entered 
into by certain understakings or provision has been included. only in 

'some agreements concluded by Public Undertakings. 

In the case of BEML, it has been stated that the know-how for 
components can be passed on. 10 sub-contractors including the auxi-
liary industries. FCI has stated that the collaborators are ,asked to 

'make provision where there are possibilities of setting up suitable 
auxiliary industries. 

3.167. The Committee regret to observe that the recommendation 
.f the Committee on Public Undertakings in this regard has not been 

,luUy ~plem.eoted in spite of Government having a~ted the re-
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eommenclation. The Committee reiterate· their reeommendation it 
their earlier Report on Management and Administration of Public-
Undertakings (l3th Report, 3rd Lok Sabha-Paragraph 84) and stress 
that when public undertakings go in for foreign collaboration, they 
should ask the collaborators to make provision or give the know-
how about establishment of suitable auxiliary industries. 

J. Consultancy Services 

3.168. The Ministry of Industrial Development have stated thai 
in order to ensure maximum possible utilisation of Indian Consultan-
cy Services, wherever Indian consultancy Service is r,vailable, it 
should be utilised exclusively and if the foreign ('onsu}t':lncy is 
available, Indian consultancy should al90 be associated and as a 
rule be the primary agency employed for consultancy. It is further" 
provided that approved/registered Indian engineering, design and 
consultancy organisations are associated right from the start in any 
evaluation, selection and negotiations conducted for the purchase of" 
overseas technology. 

3.169. Bharat Heavy Plates and Vessels Ltd. has stated that Indian 
Consultancy Organisation, such as, NIDC, Engineers India Ltd. and 
other private consultancy Organisations do not possess the know-
how in the fields in which they entered into collaboration agreements~ 
Bharat Opthalmic Glass Ltd. has stated that the project being highly 
specialised one and the technology being non-existant in Indiay 

there was no question of consulting Lndian Consultancy Organisa-
tions. HMT has stated that they do not ordinarily take the opinion-
of technical consultants in India since such specialised consultation 
services are not available in the country. Hindustan Teleprinters 
(including ITI) has stated that at the time of agreements were en-
tered into Indian Consultancy Service had not developed. IDPL 
has stated that technical know-how, design dra.wings and DPR for 
which services of Soviet collaborators were sought, were not avail-
able indigenously from Indian Consultancy Services at that time. 
However, technical services of NIDC were utilised while finalising-
the collaboration agreements. Lubrizol India Ltd. has sta.ted that at 
the time of finaliSing C'Ollaboration agreement not very many of the 
existing consultancy organisations existed, and neither were they 
consulted. NMDC (Kudremukh) has stated that is project is the 
first of its kind in the country. NIDC, EIL or EPI had no experience 
of this type of operation. However, NIDC and ElL were associated 
and their services were utilised in ne~tiations With foreign colla-
borators. Bharat Heavy Electricals has stated that most of the pr()-
ducts introduced by them are such that they are being manufactured 
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in the country for the first time and as such it will be diffi.::ult t~ 
have Indian consultancy available for them. Bharat Coking Coal 
stated that the foreign consultation is limited 'Only in the field of 
the mine construction or designs. There is no public sector consul-
tancy organisation in the field of mine design or construction. Only 
organisation in private sector which had a collaborat;on had to be 
consulted. They have further added that if Indian Consultancy 
Services of proven worth is avr Hable we need not go for foreign 
collaboration. Hindustan Photo Films has stated that there is no 
agency I'organisation in photographic film industry which could be 
consulted. 

3.170. Fertilizer Corporation of India has stated that jor certain 
processes which were being operated for the first time, assistance of 
foreign pprties are to be sought as no other expert consultancy firms 
were available in India. In the case 'Of Haldia Project, we had to t~ke 
the assistance of M/s. Halder Tosoearenowned firm in the Helll, who 
had engineered a number of fertilizers plants wer'e taken as con-
sultant for the limited purpose of checking their system, design and 
engineering only. 

3.171. In the caSe of Durgapur Fertilizer Plant after detailed 
consultation both in the Administrative Ministry and the Planning 
Commissi'On it was concluded that an external outside consultancy 
expert in the field should be appointed to make a complete technical 
survey of the plant from end to end to identify the deficiencies and 
make recommendations to bring up the plant to maximum operating 
level, Mis. Techiment of Italy who were acceptable to all parties 
'Were chosen for this work. 

3.172. In regard to the question as to what are the areas where 
India should develop consultancy service on a priority basis, the 
Fertilizer Corporation of India has suggested that expert consuHancy 
facilities should be developed in the case of environmental pollution 
control and expertise for determination or selection of "Appropriate 
Technology". Engineers India Ltd. has suggested that Indian Con-
sultancy Service is required to be strengthened in the case of tech-
nical know-how and basic engineering. They have further suggested 
that where patented Or non-pmprietory developments are not invol-
ved, consultancy organisations should indulge in the development of 
the process/design packages and basic engineering. It is in such areas 
that consultancy organisations should work on a priority basis. IPCL 
has stated that complete elimination of foreign assistance in consul-

. tancy is possible after ElL has ·gained some more experience. They 
further stated that consultancy organisations whic.h already exist 



in most of the priority sectors of industry would need strengthening 
and support from Government if dependence on f.:>reign consultancy 
-organisations is to be completely eliminated. MECON has stated 
that that consultancy and detailed engineering services for iron &-
Steel Projects are adequately developed except in certain specialised 
Aelds. NlDe has stated that dependence on foreign sources will have 
'to continue for ~metime to come in respect of process know-how 
primarily for chemical and metallurgical industries. They have fur-
ther suggested that consultancy organisations in India should now 
direct their energies towards developing their capabilities in respect 
of process know-how and in totally new fields such as bulk material 
transportation, Industrial Ecology use of Solar Engergy and Waste 
materials utilisation etc. 

3.173 The Bureau of Public Enterprises have stated that their 
guidelines to Public sector enterprises stipulate that Indian Consul-
tancy Organisations should be the prime consultants. The Depart-
ment of Heavy Industry have stated that in the field of .heavy engine-
ering it is no longer necessary to depend on foreign consultancy orga-
nisations. The Ministry of Petroleum and Chemicals have ·stated 
that the consultancy organisations in India are equipped to reduce 
but not altogether eliminate dependence on foreign consultancy orga-
riisatit.Jns. The fields in which consultancy organisations have yet 
to develop include process knowhow, drugs and some petro-chemi-
cals. The Ministry have agreed with the suggestion that we should 
not get consultancy for project engineering but we should follow a 
liberal policy to allow Indian O.)nsultancy Organisations for a back 
up by foreign consultancy Organi'sation tp ena'Qle ~h~~ to .develo'p 
it to such an extent, as to avoid ib impott again. .; 

3.174 The Department of Atomic Energy have stated that Indian 
consultancy is engaged for processing necessary local engineering, 
design and C':msultancy services based on know-how and process fur-
nished by their collaborators for the plant. 

3.175 The Ministry of Defence have stated that Indian Consultancy 
Organisations at present lack adequate technical competence in cer-
tain fields, for example, constructionldevelopment of major shipyards 
or equipment for off-shore drilling and in these areas the country 
needs 1xl develop consultancy on a priority basis. They have also 
supported the suggestion that we should not get consultancy for pro-
ject engineering but we should follows a liberal policy to allow Indian 
consultancy organisation for back up by foreign consultancy ()rgani-
_tion. 
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• 3.176 The Ministry of Industrial Development has stated that tho 

Jlinistry is enlisting technical consu.l.tancy £inns in the areas in which 
they have acquired technical knoyv-how. This enlistment is stated 
to be voluntary and for statistical purpose only. The Ministry of 
Commerce are al~ registering consultancy firms for export purposes. 
In view of this, the Ministry does not possess full details of activities 
~f consultancy firms operating in India and it is not possible to indi-
cate categorically the fields in which there is absence of consultancy 
~rganisations: 

3.177 In regard to a question whether f'Jreign collaboration is 
necessary for consultancy services it has been stated by selected 
Public Undertakings that:-

NIDC has stated it is no longer necessary to permit inclusion of 
these activities in the package of foreign collaboration, except in 
th~se rare instances where expertise of detailed engineering relating 
to a specific project is demonstrably not yet available in the country. 

FACT stated that Indian conSUltancy organisations can certainly 
offer consultancy services. There is no necessity to import them 
atleast in their field. 

IPCL has stated adequate expertise in consultancy in the field of 
petro-chemicals is available within the country. It is not necessary 
to go in for foreign consultancy in this field except in some verYspe-
cialised cases. 

Lubrizol is of the opinion that consultancy organisation in [ndia 
a.re confined at present to some selected fields and processes. 

IDPL have stated that the level of consultancy available in India 
. is fairly of high order. However in case of drug and pharmaceuticals, 
details of technical know-how has to be obtained from foreign colla-
boraiors before entrusting detailed design and engineering to Indian 
consultancy organisation. 

BHEL has opined that limited collaboration may be unavoidable. 

BEML have stated that technically speaking, foreign collabora-
tion for consultancy sources is not necessary. 

3.178 From the material pIaeed before them, the Committee find 
that Indian consu)tanley was not avaHable for consultation in the 
Aelds in which eoUaboration agreements were eatered into by BBPV, 
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BOGL, HMT, IDPL . and HZL P:roeess engiDeeringentel'prises ·Iik .. 
IPCL, IDPL, FACT, have stated that it is not n,ecess:.ryto go in fGr 
foreign collaboration for consultancy in their fields. BHEL h811 
opined that iimited collaboration may be unavoidable. Some under-
takings have however, felt that consultancy facilities should be de-
veloped in the case of environmental pollution control, proc·ess design 
packages and basic engineering, speciaiised areas of iron and steel 
industries, bulk material transportation, industrial ecology, use of 
solar energy, waste materia. utilisation, etc. The Ministry of Petro-
leum however stated that the fields in which consultancy organisa-
tion have yet to be developed include process know-how drugs and 
some petro-chemicals. The Ministry of Defence has felt that Indian 
consultancy organisations lack adequate technical competence in 
certain fields like construction/development of major shipyards~ 

equipment for off-shore drilling. The Committee are surprised to 
Dote that the Ministry of Industrial Development has not been able 
to indicate ('ategoricaUy the fields in whiich there is absence of con-
sultancy organisation. The Committee feel that a procedure should 
be evolved by which consultancy organisation in various fields may 
be compulsorily required to enlist themselves with the Ministryl 
oom. The Committee would also like that Govemment should, in 
consultation with the Public Undertakings and national research 
organisations like NRDC. Department of Science and Technology, 
CSIR, etc. take steps to identify the specific areas in which consul-
tancy is yet to be developed and consider whether the existing con-
sultancy organisations could be stren,gthened for providing consul-
tancy services in such fields. 

K. Role of D.G.T.D. 

3.179 In regard to the question by the Committee as to the neces-
sity for D.G.T.D. when F.l.B. is already there and time taken by 
D.G.T.D. for selection of technology and the time taken by D.G.T.D. 
for clearance of the cases, the D.G.T.D. stated that;-

"It is true that some years back DGTD organisation was more 
kno'Jlln for its regulatory functions than for develt.)pmental 
functions. But I think in the last two or three years we 
have moved a long way from such regulatory functions to 
developmental role which, I think, is a legitimate role of 
the DGTD. A number of procedures have been streamlined 
or simplified. But difticulties we used to have was in regard 
to the availability of indigenous material. Now, through 



the new improt-export policies, we have introduced a sys-
tem of automatic licensing so that it is done by the CCL" 

• • • • 
3.180 In regard to clearance of cases it has been stated that:-

"In fact there are cases which are cleared in a day. And nor-
mally we have n'JW stipulated the time as 30 days for 
licensing applications or collaboration cases. The overall 
time stipulation for any of these cases is within 90 to 120 
days." * * * An analysis of cases dealt with by 
DGTD for the last three years is placed at Appendix VIlI. 

3.181 The Secretary, Department of Industrial Development stated 
.8t:-

"The FIB is for the purpose of consideration oJf cases. For a 
proposal dealing with foreign collaboration, it does have 
to have an examination by a technical authority and obtain 
information as to whether indigenous technology is avail-
able, whether imported technology is needed for a par:ticu-
lar product or industry, whether the prop03al by the under-
taking or by a private party is the best and what are the 
terms that we should have, etc. By and large for a larger 
number of industry DGTD is the technical authority which 
has to scrutinise these cases. It has the technical expertise 
for a variety of industrie>. In regard t() certain areas, we 
do have expertise either in the public sector undertaking 
or in the Ministry concerned and, of course, these are also 
brought before the F.LB." 

In this connection the Secretary, Department of Industrial Deve-
lopment added that "they deal with a variety of industries like che-
micals, engineering, paper, etc. The Department itself does not have 
the technical authority and they have ~J rely on the DGTD." 

The representative of Department of Mines stated that :-

"Over the last two or three years there has been a change in 
this psychological climate. Before that, there was a ten-
dency of the DGTD as then constituted giving more of a 
negative impression than a positive one. DGTD by itself 
is not a repository of knowledge. It i3 the clearing house 
of indigenous availability of equipment or personnel. It 



does not generate its inforinationiby itself. Ail the produc--
ing ministries have dealings with them. This cross-ferti-
lisation or pooling of information takes place via DGTD. 
It is not possible for each public undertaking or Ministry 
to keep abreast of all developments·in this vast land-what 
is being made. somewhere now which was not being made 
last year, and so on. If all producing units keep DGTD 
informed and if all the consuming units ask for DGTD 
"assistance" rather than "clearance" I am sure much of 
the past misconception will disappear." 

To a question by the Committee as to whether DGTD also does 
cost benefit analysis, the .representative of DGTD replied: 

"Yes and we make a recommendation through the administra-
tive ministry to the Foreign Investment Board." 

3.182 To a further questi.on by the Committee as to whether the 
present set up of DGTD is sufficient and what are the functions of 
DGTD, the representative of DGTD stated that: 

"The Indian parties are to come up with the statement of diffe-
rent sources which they have investigated including the 
analysis and also it is our desire to technically equip our-
selves to the extent possible. The technological base has 
became vast and we cannot have expert knowledge of all 
technologies and therefore, our endeavour in this direction 
has been to involve association of indmtries and also thro-
ugh the development councils as well as coordinating me-
chanism with the Department of Science & Technology, 
CSIR, N:(tDC and other engineering design firms to bring 

1 
together this knowledge and out of that on the specific 
recommendations and suggestions whic.h may come out of 
this, evolve our own standards. Our strategy in this direc-
tion has been that we have implemented the first form 
of coordination of technical information in techno-econo-
mic evaluations. Our Division is in close touch with R&D, 
Department of Science & Technology, NRDC and other 
expert groups. We have decided to implement the pro-
gramme of attachment and orientation '3f officers in our 
cells with industries and a number of officers have been 
sent on attachment to public sector units in both engineer..;. 
ing and chemical fields. We have advised entrepreneurs 
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and in the guidelines we also bring out illustrations, our 
contributions in this direction in areas where import of 
technology is permissible and where it is not permissible .. 
The important activity which the DGTD has taken up is 
the development of technological data bank. The aim of 
this data bank is to provide information on absorption. 
assimilation of imported technologies and improvements 
thereof. It will provide information on technologies which 
may be available and update them. Where there are gaps 
or where there is an indication of gap, we locate the source 
of technology througih which this can be acquired. In 
this direction I would like to point out that DGTD have 
headed delegations abroad with public sector projects in 
the choice of the technology. We are d';)ing this perspec-
tive planning on a long range basis which in my view re-
quires more work and attention to be S~id." 

3.183 To a question by the Committee as to what is t.he contribu-
tion of DGTD in regard ~.) standardisation of plant and machinery 
and raw materials, the representative of DGTD stated: 

"We are doing it through the mechanism of import export 
policies as well as through reorganisati )i1 of DGTD; but 
there are certain essential feature3 of such clearances 
which are linked with a number of other important points. 
If we want a standardization of plant and mac.hinery and 
raw materials through avoidance of the multipliCity of 
collaborations, the DGTD in my opinion has to exercise a 
pivotal role in this task." *** The DGTD has a vast data 
on Management, industrial data and data on capacity utili-
sation and so on. Then, somebody ha3 to plan the manage ... 
ment of inputs. I do feel that coordinated attention to 
this problem is required. DGTD has techr.ical advisers 
and consultants for the verious Government departments." 

3.184 To an enquiry by the Committee whether DGTD should 
function as a technological intelligence cell not concerned with re-
gulatory functions like allocation of raw materials, the representa-
tive of Department of Science & Technology, stated that:-

"I do agree with .you that the DGTD should have a technologi-
cal intellegence cell which should keep track of the deve-
lopments that are taking place in the various fields of tech-
nology that have been assigned to them. That is one of' 
the primary functions." 



• • •• I personally think that the kind of infonnation that is 
required to know what is being developed. in our country 
and the tremendous infrastructure that we have built up is 
so vast that it may not be possible for Departments to 
collect information and keep it upto-date. It may be p0s-
sible if a wholly different organisation could be set up in 
C(H)peration with the DGTD to do this job, and that 
could be done if it promotes efficiency." 

In regard to the information, the representative of DGTD has 
said that they are setting up a: management information 
system by which we would know what are the products 
that we have produced, what are the raw-materials that 
are required and what is the organization that is required 
to handle it. During the last 20 years, we have got diffe-
rent technologies fl".Jm a large number of countries and 
have reached a stage now where we should be able to 
evolve some standardisation and have standard specifica-
tions for various items. 

The specification of material is another important area that 
has to be decided upon. This is an area where the Tech-
nological Development Division can really play an Im-
portant part in bringing the different industrial inputs 
together to standardise the raw-materials and other in-
puts. The DGTD has also been a3sociated with the in-
dustry very closely in various designs and development 
functions in order to find out what are, the requirements 
in the country. 

The industrial machinery comes under the purview of the Minis-
try of Industrial Development. I think this aspect is being looked 
after by the DGTD . 

• • • • • 
Taking all these factors into consideration, I would plead 

that there should be some central organisation for collect-
ing information and making it available as rapidly as 
possible by some computerised management system. 
Where some information relates to the functions of a 
particular Ministry only, it would have to be decentralis-
ed so as to make it more easily available to the people 
concerned." 
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3.185. The representative of Department of Steel stated that:-

,"It is a matter of opinion w,hether it should be performed in-
dividually in the Mini&try or in a central organisation 
like the DGTD.* * * It would only like to s1.Jbmit that 
perhaps our experience in the past few years looking at 
the development of DGTD would only make us think 
that a central DGTD with a proper data processing bank 
and a properly equipped division would perhaps be able 
to perform this function in a much better and more co-
ordinated manner." 

The representative qf Department of Mines ,stated that: 

"that the kind of professional technical competence that 
DGTD has and should by increasingly have should not be 
frittered away act as a rationing DGTD being made to 
supply office. That responsibility should be squarely 
put on the production Ministry. We have already done 
it in steel and oj1. The DGTD should, on behalf of un-
organised sectors and consumers of each raw material, 
represent very strongly with all it3 data before its pro-
duction Ministry. That Ministry, its secretary and the 
Minister, should be squarely responsible for the whole 
national economy to ensure that the avaiJability of parti-
cular input is neither top short nor too much. If this is 
cont~nuously reviewed, say once in three years, so that 
the DGTD can give up item-wise the supply aspect, 
DGTD will have naturally more time to give attention 
to the appropriate tasks to which the representative of 
DGTD referred. 

Over the last 2-3 years, already the DGTD has increasingly 
shifted away from that rationrrng aspect. They must be 
released from that not at one stroke but stage by stage, 
whenever there is an undertaking or a Department! 
Ministry wh'ich is matured enough to be squareJy saddled 
with that aspect instead of palming off on DGTD the 
problem of scarcity." 

3.187. The representative of Department of Econcmic Affairs and 
FIB state:! that:-

UI would only submit that this role of the DGTD in advising 
on licensing, I presume, is basically an aspect of our im-
port pol'icy. * • * There is a whole range of residual 

437 LS-8. 
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industrial imports about which the import licensing autho-
rities would like to have the considered judgement of an 
expert in the field about the indigenous availability. If 
we do not have the DGTD, we would need to m.vent 
one because we need that type of a central agency, a cen-
tral clearing house, to tell us what is indigenously avail-
able. This information is very important when we are 
allocating scarce foreign exchange resources for the pur-
poses of imports." 

Because we have been having a tight-stringed budget as far 
as impqrts are concerned, it is necessary that we don't 
fritter away our foreign exchange resources on items 
which we don't need to 'import. Often, the spending 
Ministries would not know as to what is the indigenous 
availability as much as the Central organisation. As one 
of my colleagues has said, if we don't have one DGTD 
we would have Mini DG'I'Ds in the Ministries. There are 
certain advantages in having a centralised operation and 
I would submit that, as long as our economy is limited by 
scarcity of foreign-exchange, we hAve to ration our im-
ports and we need to obtain technical advice which, I 
believe, the DGTD is now in a position io give." 

3.188. The representative of Department of Industrial Develop-
mentin this connection stated that:-

"With regard to the regulatory functions in which the DGTD 
has to play an important part-but not necessarily an 
exclusive. part-there are four principal items which I 
can enumerate. One is industrial licensing; the second 
is licensing for capital goods import; the third is for raw 
material import and the fourth IS proposals for foreign 
collaborati<¥1. 

In regard to this type of proposals, the kind of information 
that is necessary is for example, in regard to industrial 
licensing, there is the question of estimates of demand 
and the target as in the Plan, there is the question of the 
current installed capacity and the production in different 
firms and what we might like to have in the short term of 
the Annual Plan and so on. Similarly, for capital goods 
import, there must be availability of information of what 
capital goods are produced in the country, and, secondly, 
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whether the capital goods sought to be imported are 
really needed for the production of the particular product 
or some other substitute could be found. ' 

• ... ... 

Now, it is a fact that the OOTD is not the sole technical 
authority for some things. For example, steel was men-
. tioned, and petr~eum is also there. For the textile in-
dustries, for example, the technical' a.gency is really the 
Textile Commissioner and for the jute industry, the Jute 
Commissioner. These different technical authorities have 
information on production imports, the types of goods 

'being prqduced, etc. and without coordinating this and 
having central information at one place, it is ex-
tremely difficult to take a view-whatever Committees 
there may be on this-in regard to developmental and 
planning functions. You must have at one place con-
siderable amount of informatIon collected and a consider-
able amount of expertise and, by and large, these 
functions have been with the DGTD. But. as has been 
pointed out, in many Ministries expertise is being increas-
ingly developed, either in the public sector or in the 
Ministries concerned, and 'in many of the problems of 
technology and problems of planning, the Ministries, I 
think are playing an important part-for example, Elec-
tronics. In the case of certain material, while the Elec-
tronics Commission are able to forecast the kind of pro-
duction they are going to go in for and the kind of 
technQ10gy required, when it comes to the import of 
eqUipment, for information as to whether the machinpry 
is available or not, they have to rely on the DGTD. So, 
there is some distinction between the kinds cf functions 
and there is a degree of compatibility between the DGTD 
and the expertise in the Ministries themselves. 

I would also like 1:Q point out that the so-called regulatory 
functions are not purely regulatory; some input of plan-
ning and some input of technical assessment is also in-
volved. 

This is the broad way in whIch, for a number of years, the 
DGTD has been the major technical agency we have in 
which expertIse has been built in. 
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'. ~s far as the central information system aud. the suggestions 
to hav~ things like a teclUli~al data bank,. for the study 
of importslexportS in terms of the machinery available, 
and so on, are concerned, this is a kind of system where 
it wtll be impossible for us to duplicate it. We cannot 
multiply resources or the repository of information of 
this kind. I agree that there have been times when too 
much emphasis is placed on regulatory functions and 
we forget or overlook the developmental functions, but as 
my friend has pointed out, we have been able to correct 
this and we hope that all the officers concerned will in-
creasingly attach sufficient importance to this aspect." 

To a specific question by the Committee whether DGTD should 
continue as a teclUlological intelligence cell and not concern itself 
with licensing and all thin~, the representatives of Department of 
Industrial Development replied: , 

"No, Sir. It is necessary that these functions should have to 
be done by the DGTD." * * * 

"My point was this. In regard to certain functions, it will not 
be possible to duplicate; for example, production statis-
tics cannot be duplicated." • * • 

"This has ~ be based on the collaboration and the analysis, 
periodically, of relevant ·mate'l'ial. I would mention one 
thing. It is not as if in many of these cases the Ministry 
and the DGTD work at cross purposes. Of course, I do 
not say that there are no differences. There are bound 
to be differences, even in the same Ministry between the 
people who' are administratively concerned and the people 
who are technically concerned I can say that in almost 
every case that comes to the Licensing Committee of the 
Capital Goods Committee, there is the view of the DGTD 
and there is also the view of the administrative Ministry; 
often, they conform, but sometimes they do not." 

3.189. The representative of Departm.mt of Heavy Industry 
stated that :-

"It is a question of attitude also that they have to exercise 
these regulatory as well as developmental functions. You 
can lay a greater emphaSis on reg'.1lation rather than on 
development. That was what was happening some years 
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ago: there was a lot of empbasis on regulatory function. 
But for the last two or three ye~s, ~~e~e );las been a 
change of emphasis, and I can say from my' exPerience in 
this Ministry that the DGTD is playing a very important 
role 'in the development activities' of the industry. . , 

r' 1 " 

Secondly, as representative 01. pepartment of m.du~trial De-
velopment was saying, w~ lih8Il have to have soine cen-
tral repo~itory for sOme of the basic information which 
would enable ~em t<> take decisions with regard to clear-
ance of capital gO<l!ds, allocation of raw materials and im-
port of ~chnology. In tp.is ~lso t~e DGTD is playing an 
important role. I would particularly mention about 
allocation of scarce raw materials for' the e~gineering in-
dustry where they have been coordinating wi~ll' success. 

About the point which representative of Department of 
Science and Technology made, I was wondering whether 
the function of standardisation and ratibnalisation of 
e<.{uipment should not be with the administrative Ministry 
and the public sector undertaking concerned. This is a. 
function which, tightly, has to be discharged by the' 
publ'ic sector underta~ing and the admi~istrative Minis-
try con~erned.' This is also being done' with regard to 
the other items of industrial machinery, including mining 
equipment to which reference was made by representative 
of Mines. ' 

The administrative Ministry also must take resporsibility for 
making sure, to the extent possible, that the inputs to. the 
industry are made available. Here, we do it in consulta-
tion with the DGTD. I must say that the information 
readily' available with them enables US to take this action 
promptly. In the a,bsence of this information being avail-
able, it would be much more difficult for us to take 
appropriate action. 

When our proposa~ go up to the various committees, we do 
that in consultation with DGTD and in almost all cases 
unanimous recommendations are put up. The DGTD has 
a very important role to play. They have changed their 
attitude; they are improving their systems, and their 
data bank 'is much better than what it was. If a right 
rapport is established between them anrl the Ministries, 
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they can work jointly to the advantage of the Ministry 
as' a whole." . , 

3.190. The repr~ntative of Depar~ment of Petroleum in this 
connection stated that----

"I would s\J.pport all that my colleagues have said so far. 
DGTD is' developing .into a very useful part of manage-
ment of industries by Government. The most important 
part is the data bank which is gradually developing. The 
other is, of course, the indigenous angle. We find that 
people in the private sector and also in the public sector 
would rather import items with their well known brand 
names. It is here that the objectivity of the DGTD is 
useful in ensuring that the indigenous development of 
machinery manufacturing capabilities is utilised and is 
not left to languish merely j because the owners of plants, 
be they in the public sector or the private sector, would 
rather engage foreign processes, foreign licensors or 
buy foreign equipment. In that sense, DGTD makes a 
very valuable contribution. 

In licensing ~gain, though part of my charge is not covered 
by DGTD, I have fO,und in several cases based on demand 
projectjon, existing production, consumption or the avail-
ability of raw materials, DGTD is able to make objective 
contribution and the Ministry would then moderate its 
approach on the basis of that contribution. This. idea 
of decentralisation dtoulc;t also not be overdone.· * *. 

I think, DGTD has an important ro~ to play. Over the last 
two-three years, it has streamlined its .. working very 
greatly and we find it useful." 

3.191. The representative of Dtpartment of Fertilizers while 
endorsing the views expressed above stated that-

"In the last two years, undoubtedly, there has been a complete 
change in the outlook and attitude of the DGTD**. So, 
given the existing parameters, I should imagine they 
should be able to deliver the goods. * * * * 

If we want to understand the place of ~he DGTD in the Gov-
ernmental scheme of things, the historical process will 

~ also have to be understood. Some years ago most of the 



103 

Ministries of the Government of India were what we des-
cribe as administrative Ministries. They were manned by 
people essentially from 'the Civil Services or from the 

,Central Secretariat Service and they felt the need of 
technical organisation on which they could reply for 
technical advice. This position has changed considerably 
over the years and these administrative Ministries have 
tended to become techno-economic Mjnistries. In many 
of the Ministries technical experts have been inducted. I 

. understand that the intention of bringing in technical ex-
pert£ into the Ministries is to perform the functions 

, which at one stage were being perlormed' at the centra-
lised level. While there may be a need for a certain 
degree of centralisation, I should think that we will have 
to very carefully avoid what may be patent duplication. 
Government has recognised this and certain Ministries 
operate as their own DGTD. 

We will have to recognise this techno-eeonomic duplication if 
some Ministries are in the sense totally self-contained .but 
that is not always the case. If various industrial activities 
are there and they are not restricted to any single 
Ministry, it is all-pervasive and in order to discharge the 
function, you' would require to have the DGTD and also 
strengthen it. . T; 

TheTe is one additional point. We have been talking here 
about the relationship of the DGTD and the Ministries. 
There is a more important relationship which perhaps. 
slightly baffles solutions. The DGTD is not only concern-
ed with self-sufficiency in equipment but also se]f~Uffi­
ciency in technology. We seem to have three agencies 
for this purpose. The Department of Science and Techno-
logy is there. Then we have the Director-Ge~ral of the 
Council of Scientific and Industrial Research. We have 
DGTD who is also dealing with the technical aspects. It 
is necessary that a decision is taken as to who shpuld co-
ordinate the fostering and developing of the indigenous 
technology and also we should see whether these organi-
sations are not to-day working in tandem which I think 
they are and their relationship perhaps has to be demar-
cated and if there should some protection of Indian 
technology, I think it would be better be centralised these 
organizations. " 
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3.192. The representative of Ministry of Defence (Deptt. of 
Defence Production) stated tha~ 

"From our side we come in contact with the DGTD mostly in 
relation to the import of capitaIgoods and alSo for raw 
materials. We find a single point contact as provided by 
the DGTD useful for all our requirements as we do not 
then have to refer to a number or different authorities 
for clearance. 

For the imports of equipment for the Leander Frigate Pro-
gramme we have a special organisation in the form of a 
Committee, chaired by senior DGTD officialS. This ha'S 
played an important part. 

I endorse the views of my colleagues who feel that as long as 
there is import control, technical advice is required and 
it is the best if it is available from a single source." 

3.193. The representative of Ministry of Finance (Deptt. of Ex-
penditure) stated that-

I have known the organi'Sation since 1950 when it was called 
the Development Wing of the Ministry of Commerce and 
Industry. If you look to the licensing policies since 1960 
this organisation has contributed substantially to the 
Industrial planning of this country. 

I would like to repeat what representative of Deptt. of Indus-
trial Development and others have said-that it is not a 

-rL fact that it is too big an organi'Sation. Textiles, jute, 
-ml;<-l. plantations, electronics, petroleum and steel industries are 
2')i:Y~9~;::; dealt with by separate bodies. Engirieering and Chemical 
-onrb9T b.lndustries including a very large amount of common-
~rh~') I£;'users industries by way of industrial machinery, trans-
5VSr! 9 V port machinery and the like are still dealt with by this 
H . <h~ organisation and there are good reasons why this kind of 
-0::1 f:[u,- activity should not continue to be dealt with centrally. 

Some years ago the present Secretary of Works & Housing 
and I were looking into the organisation structure of 
DGTD. At that time this issue whether the developmen-
tal work could be separated from the regulatory work 
\vas considered by us. 



105 

In 1963 or 1964 it was suggested that in DGTD the regulatory 
functipns which are less important should be delegated 
to the junior officers and some senior officers should be 
brought in, if necessary: from the industries to take up 
developmental aspects. As my colleagues have said, in 
the last two or three years, developmental work has 
further improved. Licencing work can be done by the 
Ministries, provided it does not mean duplication of work. 
As some one has said, We should not be faced with cie-
mands for separate Technical Directorates for licensing 
purposes. Some reforms can be expensive and we should 
make sure that the reform is worth the cost. 

In regard to clearance both of machinery and technology if 
the requirement is from the private 'Sector, nobody 
appears to have objection to its scrutiny by the DG'l'D. 
Scrutiny is necessary whether the import of machinery, 
technology, raw material are in the national interest. 

There are rules for similar scrutiny of the requirement of 
the public sector, and what I would submit is that U1ere 
is a case for a second look at many of these requiremen~. 
Of course, there are some cases of resentment which 
some of our public sector executives have expressed, 
saying that they are all highly qualified people and why 
should the recommendation from anyone of them be 
subjected to any second 'Scrutiny and all that. This is 
quite understandable in hUman terms. But in overall 
organisational terms, I would submit to the Committee, 
there is every reason for the Government to have a se-
cond option." 

3.194. The representative of Bureau of Public Enterprises in 
this connection stated that-

"I entirely endorse what representative of Deptt. of Expen-
diture, Ministry of Finance ha's said especiaily in defence 
of the DGTD. The DGTD has played a very important 
and outstanding role in the matter of industrialisation of 
the country in the early stages. There were certain in-
stances of delays etc. no doubt, but many other things 
have been done. We have to say certain things have been 
streamlined and improved very considerably. Delays 
have been reduced very much. Some of the public sector 
executives, as one of them proposed to you, were inclined 
to take up the proposition that clearance from indigenous 
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angle for public sector in respect of their imports should 
be done by the Bureau. In the Bureau of Public Enter-
prises, we have not given serious thouglit to this aspect. 
We felt it not necessary, in view of the present improved 
performance of the DGTD." 

3.195. In a note furnished to the Committee after evidence by 
Directorate General of Technical Development (Technology Develop-
ment Division), it has been stated that a technology Division has 
been formed in the DGTD in order to ~velop meaniJ1gful co-
ordination between the OOTD, CSIR Department of Science and 
Technology NRDC and other leading national research institutions 
anci ,industry associations. The effort of this Division is to try and 
bear a total technological approach consistent with the objective of 
sel,f-reliance in technology. 

3.196. As a necessary back-up to this Division collection ccnsoll-
dation and dissemination of technical and industrial data is neces-
sary. 

Objectives of the Data Bank are stated to be as follows:-

(a) analysis of the industries where there are on-going col-
laborations with imported technology to reveal thereby 
gaps in our industrial technology and knOW-how in order 
to intensify our efforts in the development of suitable 
technologies and know-how to meet these requirements. 

(b) to collect information on development of indigenous 
technologies and their verification which thereby would 
enable support and even preferential treatment to suitable 
indigenous technologies. 

(c) to provide information on the absorption and improve-
ment on imported, technologies. In tllis also to collect 
and disseminate information on appropriate technologies 
for exports. 

(d) to provide information which will enable techno-econ-
omic evaluation of competitive bids and advice and assi-
stance to entrepreneurs on the availability and other 
facets of technology like costs, capital goods, raw materi-
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als availability etc. which will provide useful guidance to 
the entreprene~s in setting up new projects or in moder-
nisation. 

3.197. The Cctmmittee were informed during evidence that 
though, some years back DGTDorganisation was know for its regul-
atory funetions than fo.- developmental nmctions in the last two , 
Gl' three years, it has moved a long way &om such regulatory fune-
tionste the, developmental·role. It i$ stated that a number of pro-

. oedures have been streamlined or simplified. A time limit of 30 
days has been stipuIatd for clearance of licence applicati~ns or col-
laboration cases, the over all time limit stipulated for anyone of 
these ~ being 90 to 120 days. 

3.198. The Committee, howeveJ;, find that in spite of streamlin-
iDg the procedures and stipulating a time liIttit for approval of ap-
plications for foreign collaboration, during ~ period from 1972-73 
40 1974-75 OIIt of 114 proposals referred to DGTD by the Public 
Undertakinp or administrative Ministries, 66 cases have been dis-
posed of between 90 and 120 days and in 6 cases the time limit has 
exceeded 120 days. The Committee would like that a case study ~f 
the applications, the disposal of which have exceeded the 3 ;months 
limit may be made to see how far the delays in. these cases could 
have been avoided with a view to taking suitable remedial measur-
es. The Committee need hardly stress the importance of s~yand 
timely processing of application for foreign collaboration by Pu'blie 
Undertakings. The Committee suggest that all mattEtt"s requiring 
clarification during the consideration of applications should be ar-
ranged to be settled by holding discussions with the Public Un.der-
takings and administrative Ministries in the interest of expeditious 
disposal of applications. 

3.199. It has been stated that though for Foreign investment 
Board examines cases for final approval of foreign collaboration, 
the DGTD as the technical authority, scrutinises the cases from the 
point of view of availability of indigenous technology, the need 
for import of technology, whether the proposal of the undertaking 
is the best and also the nature of the terms and conditions required 
for the collaboration. The DGTD also does the cost benefit analysis 
and makes a recommendation through administrative Ministry to 
FIB. Since the technologi~al base has been vast, it has been the 
eJUleavour of the DGTD to bring together the knowledge and nolve 
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. standards suitable to Indian conditions through the association of 
industries, development councils, as well as coordinat~on with the 
Department of Science and Technology, CSIR, ROC and other 
engineering design firms. A decision has also stated to have been 
taken to attach the officers in the various cell of the Dlreetorate to 
4ifIerent industries in order to orietlt them both in the engineering 
.... chemical fields. Tile Committee recommend that DGTD as a 
technical authority should act more as a developDleDtal agency rat-
her than as a regulatory one and suggest alteraative proposals for 
foreign coUaboration wherever necessary after discussion with the 
Public Undertakings. 

3.2()1). The Committee are informed that a data bank is proposed 
to be developed to provide information on absorption, assimilation 
of imported technology and jmprovemeD~s thereof. ~here the~ are 
gaps in technology or where there is 8ft indication of gap, the source 
from/through which such technology could be acquired would alSo 
be located. !thas also been claimed that the OOTDhas V'ast data on 
management, industries and on capa~i~y utili~~tion. 'it has t~­
cal adv~sers and consultants for the various· Government Depart-
ments. 

3.201. The Committee have a~rea"y given their rec9punendati~s 
~ reJard to data bank in an ea~Jier chapter of the report. The ~o~­
mittee would like that the data bank should b~ set up e~tious1y 
.lUul shoul4 prov~de exhaustive information about the technol~gies, 
their developments and improvements, the sources etc. so that the 
information may be useful for selection of the appropriate techno-
199y iB any particular aeld of industry. 

3.202. The Committee are also informed that a Technological 
division has been formed in the DGTD to develop a meaningful co-
ordination between DGTD, CSIR, NRDC Department of Science 
and Technology and otberleading institutions and other associations. 
It is stated that effort of this Division is to try and bear a total 
technological apprOKh consistent the objective of self-reliance in 
technology. As a necessary back up to this division collection, 
consultation and dissemination of technical and industrial data is also 
to be done through the nata Bank in the DGTD. 

3.203. The Committee recommend that the oom should identify 
the specific areas of importance whe~ foreign tecbnol6gy is being 
imported by public undertakings and suggest measures to attain 
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seU .. reliance in consultation with pUblic undertakings, research in-
stitutions concerned, etc. The tenn 'importance' may be con:strued 
to mean areas which are of sensitive nature from the p«rint of view 
of security or where large outgO of foreign exchange is involved. 

3.204:. During the course of 20 years as different technologies 
have been obtained from a large number of countries, it will be 
necessary to evolve some standardisation and standard spec~C!a­
tions. The Committee feel that the Technological Development 
Di'tision CD. play an important role in briDging about standardisa-
tion and rationalisation of equlpments and inputs so as to reduce de-
pendence on imports and encourage full utilisation of installed capa-

city partiCUlarly in the pubic sector. 
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CBAP'J'~ IV 

,;,RESEARCH AND DEVELOPMENT 

.. Th~ Ministry of Industrial. Development have stated that: . 

.,1 

,) 

~'While agreeing to any proposal for foreign colhlboratiGn, GO-
verwnent invariably imposes a uondition tbatthe Indian 
party, within the currency ol, agreements, would take 
necessary steps to set. up their own research and develop-
ment facilities so that the imported technology is fully 
absorbed by the [ndian party and continued dependence 
on foreign collaboration is not necessary beyond the per-
iod of agreement. Normally collaboration apptovals are 
approved for a period of five years and extensions are 
granted only in exceptional cases." 

They have further stated that: 

"areas where ihe technological base in our economy needs to 
be strengthened have been indentified by the National 
Committee on Science and Technology and suitable R & 
D programmes have been drawn up for this purpose as 
part of our policy to promote self-reliance in Indian in-
dustry." 

4.2. An analysis of the replies furnished by undertakings about 
their R&D aciivities, indicates that BHEL, IDPL, Mazagon Docks 
have set up their own R&D Wings with a view not only to develop 
indigenous know-how to suit Indian conditions and to avoid con-
tinued dependence on foreign collaboration but also improve the 
technologies. Undertakings like FACT, FCI, Hindustan Aeronautics 
Garden Reach Workshops, EIL, SAIL, Instrumentation Ltd. NMDC, 
have their own planning & Development or Designs Development 
etc. like P & D Division of FCI, FEDO of FACT, CRDO of HSL and 
MECON of SAIL etc. Certain public undertakings like Hindustan 
Organic Chemicals, Hindustan Insecticide3, Hindustan Latex, ONGC, 
Machine To.)l~ Corpora~on, IOC (Pipelines and Refineries Divi-
sions) , Madras Refineries, have their R&D Cells which are con-
tinuously putting their efforts on by-products, utilisation, import subs-
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titution, although some are also developing indigenous. technologies 
for some PI~uCts. Some of the undertakings (BCCL, BOGL, HOCL, 
IIOC) are working in close coordination with CSIR organisations like 
National Chemical Laboratory, Central Glass Research Institute, 
Central Mining Research Institute', Indian Institute of Petroleum. 
The IT! is stated to be working in coordination with HTRC. The 
BALeO has stated that it is proposed to set up a R&D centre for 
aluminium at national level under the aegis of CSIR. A neucleus 
organisation has been set up to absorb know-how. The BCCL and 
elL hav ~ recently set up a Coal Mines Planning and Development 
Institute. The Cochin Shipyard, the Garden Reach Workshops have 
stated that the question of setting up a Central Marine Design and 
Research Organisation is under consideration of Government. While 
Engineering Projects \India is proposing to sci up its own R&D 
Wing in consultation with Department of Science and Technology, 
the HMT is participating in the programmes of NCST and is establi-
shing R&D for various activities. In BHPV and IPCL a full fled-
ged Research Cell is being set up. The Hindustan Zinc 
Limited has set up its own R&D Cells, Laboratory facilitiEts and 
pilot plans which will be developed into R&D Wing in course of 
time. It has been stated that the expertise available in the mining 
and development benefication of Zinc Lead copper ores is limited both-
in know-how and technical personnel and since rapid changes in 
smelting and mining technologies are taking place allover the 
world it would not be possible or prudent to say at this stage that 
foreign assistance/collaboration can be avoided in the near future. 
Indian Rare Earths Ltd. has stated that it would make every effort 
for the adaptation of the technology and for its future develop-
ments by their R&D Section and one or two Engineers may have 
to be associated with the consultants during the design and detail 
work as provided in the agreement. The Tungabhadra Steel Pro-
ducts Ltd. is yet to set up its own R&D Wing. 

4.3. The NIDC has stated that sustained R&D in any particular 
field, cannot be taken up because of lack of advance Commitment 
of assignment. 

4.4. In this connection the Chairman and Managing Director, 
Bharat Earth Movers Ltd. stated that "we are fairly young. Our first 
collaborations are over and our range of production is between 100 
and 600 H.P. Any item required in this particular range we can 
manufacture by our own research and development and modify and 
produce it within two or three years." 
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4.5. The Chairman and Managing Director, Hindusttln Machine 
Tools stated in this connection that "it is a question of keeping our-
seives a,breast with the times, and if we do not do our home work, 
the R&D, in every field of activity, we will be depending upon 
fO,reign collaJ::..Jration. The question of R&D should be given the 
highest preference if you want to minimise the foreign collaboration. 
Here, the public sector can play an important role. In R&D if you 
m!lke an investment today, you cannot expect the results tomorrow. 
Tpe R&D has to be done primarily by Government aided agencies 
like the public sect'Jr. Today we are short of funds. So, there 'are 
certain difficulties. But the R&D should be given the highest pre-
ference if you want to cut down our reliance on foreign collabora-
tion. To do that, the Government aided agencies are the best agencies: 
lIt is not that the private sector will not do, but the private sector 
agencies basically wani to have quick profits." 

4.6. To an enquiry by the Committee as to how many private sec-
tor concerns have developed their own R&D, the witness replied 
that "firms like Tatas and TELCO have research facilities but only 
in the restricted field of iheir own products. I would not be able to 
say whether the small companies in the private sector have. But 
I can tell you that, as far as the public sector is concerned, we 
have been asked by the Government to set up our own R&D." 

4.7. The Committee pointed out that there is still reluctance to 
utilise the know-how developed by our own public sector R&D 
units, leave alone 'the private sector units. The Chairman HMT con-
firmed that it was not so. "In fact, Government will not import a 
technology if it is already established here. Each individual case 
is examined at the Government level and a suitable decision in the 
interest of the country is taken. In my field, we make quite sure 
that we do not go in for imported technology unless it is absolutely 
new as we did in the case of lamp making industry. There is no 
technology available in the country to produce the whole chain of 
producing bulbs. In the world there are only three or four firms who 
have this like Westing House, General Electricals and Philips. But 
we have already started setting up our R&D. We do not wait till 
we are experienced." 

4.8. The representative of a Public Undertakings stated that 
"actually, when we talk about foreign technology, we have three or 
four things in our minds-one is, ·Jf course, pure technology. In the 
ca,e of engineering technology-in engineering industries-it consists 
of designs. Now, there is a certain amount of royalty payment re-
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lating to production. H we produce more over a period of years, 
then, it is possible for us to transfer that to someone else. In the 
case of process technology it is a know-how or knowledge only. 
There it includes training and several other things. This is a basic 
process only." 

** •• ** ** 
"It is difficult to catch up with that rate of development by start-

ing off R&D Government should also devote some time to see how 
best the Indian know-how or knowledge that is being developed 
here can be ,utilised elsewhere." 

"We must choose the areas. We should say that we shall in-
vest a great deal in this area flJ as to be self-reliant. The difference 
between self-reliance and selling the technology outside is nothing 
at all. We should have only such technology which is good for sell-
ing elsewhere. Of course, initially, for ten years or so, we may 
have the gestations period we may be quite sure that we are gett-
ing the best in our own country and so we do not go and buy them 
from outside." 

4.9. The witness added that: 

"there are many cases where we can develop technology. It 
all relates to planning. Only if we have a reasonably 
advance notice We can develop our technology in two or 
three years." 

•• •• •• • • 
"We have to calculate between the economy of the scale, 

quickness of the realisation and the need for indigenous 
development." 

•• ... * • •• 
"I would very strongly advocate in process industries the 

establishment of a very strong chemical proce,s and engi-
neering works which will merely repeat on a small scale 
and gather the data under the exact conditions under which 
it is done and also the know-how constraints and gather 
wha.t is not only ro be done but also what is not to be done. 
What are the limitations within which you can work and 
what are the limits within which you cannot work." 

•• •• •• •• 
437 LS-9_ 
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"The .current arrangements for import of research equipment 
are very.poor. They take years." 

•• •• • • . .. 

"They are subject to so many constraints." 

•• •• •• ** 
"1 would also like to suggest that wherever p.Jssil;lle,: initially 

when a company is set up and when we ~pend a great deal 
of money, 1 think it is possible that the Government should 
treat all these initial expenses purely as grant and in the 
end it will save vastly more money than what can be the 
case later on." 

4:10. In this regard the Chairman and Managing Director, IDPL, 
Ita ted that "Technology is a comm.odity which is fast changing." 

•• * • ** ** 
It is necessary that we develop our ·;)wn technology. The 

crea.tion of technol@gy is not the work of one individual 
company. It is the result of the. social scientific and 
industrial environment, because technology ooes not mean 
science alone. 

•• ** .* • •• 
"R&D is very important. It becomes the rt!sponsibility, both 

of the iDdustry and of the scientific institutions." The 
science of today is going to be the technology of tomorrow." 

•• •• ••• •• 
. ,. 

"Fortunately enough, science is an open secret. OUf country-

•• 

men are able to go to the scientific. institutions both in the 
East and in the West. In otp.er· countries, t~e iq.!lu3trialist 
picks up the scientific inven?on of tod~y and r.ealises that 
after 10 years, it would become the technology.~ 

•• •• • • 
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"Fortunately enough, we are passing through a stage of tran-
sition and it is really worth appreciating that some efforts 
have been made in this regard as far as public sector 
undertakings are concerned. Most of the public sector 
units start with R&D efforts, where as the private sector 
units 00 not do so. The nation as a whole has to take 
certain steps in this regard." 

4.11. The Managing Director IDPL further stated during evidence: 

"After, all, R&D is a very costly affair; but side by side, we 
allowed the other people to go in for foreign technology." 
·"~'The expenditure on R&D is a very 'long term effort. 
Today we do not earmark any money for it. There is no 
budgetary allocation for it. The money comes out of the 
profits and losses of the company. As such, the company 
will not be able to show results." 

4.12. The witness further added that "as far as our synthetic drugs 
plant is concerned. I am happy to say that although they gave tech-
nology for 15 drugs, our. R&D has improved the technology given 
by the Soviet Union. We have been able to double the capacity of 
the plant as well as develop technology for another 18 drugs." "We 
will come on par with any other foreign drug firm provided we also 
produce new drugs. We are making an effort in that direction." 

4.13. The Committee enquired about steps taken for rapid absorp-
tion of imported technology during the currency of the agreement 
over the different areas of industry, for establishing research and 
development facilities to develop self-reliance in the particular field 
of techoology and to ensure effective coordination between the R&D 
activities of Public and Private sector so that the results are avail-
able for the common interests of the cot,mtry and import of technical 
know-how is abviated. 

4.14. Bharat Heavy Electricals Ltd. has stated that Research and 
Development for industrial products iB both time consuming and 
costly and as such it is neither practical nor desirable to aim at self-
reliance in all products/processe<;. 

4.15. Indian Oil Corporation has stated that it is not necessary to 
develop each and every process in the C'.:mntry as it will be cheaper 
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to pay royalties rather than to invest a lot of money in their develop-
ment specially when the demand for such processes in limited. 

Some of the selected Public Undertakings in written information 
furnished to the Committee after evidence regarning. their views on 
uevelopment of Research and Development activities especially in 
proce,s tec.hnology have stated as under:-

4.16. Fertilizer Corporatit.)n of India Ltd. while agreeing with this 
view stated that: 

"for absorption and assimilation of the process technology 
taken from outside, besides its absorption through operation 
and maintenance of plants based on that prJces-;, full 
assimilation can take place only when facilities have been 
built within for plant trouble shooting through R&D as 
well as design and engineering. Another area where 
indigenous development though research is called for is 
the adoptation of technology t·) use Indian raw materials 
and equipment. This can be best done only within the 
country through research and development." 

4.17. The Engineers India Ltd. has stated that: 

'it may not be desirable to aim at self-reliance in all products! 
processes. For buying of technologies, licence knOW-,bolW 

and/or royalty may be involved. As long as the payments 
to be made for such know-how or royalty are very small 
compared to the econ·.:>mic co,t of the process to the 
country,' it may not be worthwhile developing that tech-
nology in India. Mass items which require repetitive use 
of technology should be developed and self-reliance ob-
tained in them. Similarly, items of strategic importance 
should be isolated and eff..:>rts made for development of 
indigenoUs technology in those fields." 

4.18. Indian Petro-Chemicals Corporation Ltd. has stated that: 

"It is true that it is not possible to develop processes in all 
fields indigenously. It will be more advantageous to 
concentrate eff·.:>rts on selected areas of high potential for 
the future, rather than spreading our capabilitie, thinly 
over a vast area. This is indeed the philosophy of all large 
industrial concerns abroad as also of highly industrialized 
nations." 
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4.19. MECON has stated: 

"In areas where there has been, much development in foreign 
countries and it would be both time comuming and ex-
pensive for our (,.luntry to attempt to reach that stage of 
development, it would be advisable to import know-how 
to enable us to reach the stage of development of other 
countries_ Research towards further development could 
be carried on fmm this stage." 

4.20. The NIDC has stated that they subscribe to the view that 
it would not be correct to adopt the policy of total self-reliance in 
R~D for product> and processes. While indigenous development as 
against induction from abroad should be preferred, this would 
depend upon a number of factors including:--

(i) The time interval available for the R&D work and the 
date on which the required technology has to be commer-
cialised; 

(ii) Indigenous ability to carry out such R&D work within the 
given time frame having regard to available r2S')Urces; 

(iii) The costs of such R&D effort as compared to the costs of 
'induction; and 

(iv) The apportioning of available R&D capacitie; to other 
problems of relatively higher national importance and 
priority. 

4.21. Wi ~h regards to the steps taken by Government to develop 
technology in the field of Petro-chemical industries and other proces~ 
industries where technological development takes longer time and 
where rapid developments in the technological fields are taking 
place in the advances countries, the Department of Science and 
Technology in a written note furnished to the O:>mmittee have 
stated that IPCL has ~et up a R&D laboratory recognised by the 
Department of Science and Technology. Similarly, Engineers India 
Limited have also built up consultancy and engineering services in 
this field. Further steps, if any, would no doubt to taken by the 
acuninistrative Ministry. 
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4.22. The representative of a leading public undertaking dea.ling 
with heavy industry stated that "as in the industry we have to de-
pend on certain imported technology for many of our goods because 
researeh and development laboratories which should have come up 
concurrently did not come up. There was a time-lag.' 

4.23. The witness added that "in the turbogenerator field we have 
developed enough expertise and skills required for the design and 
manufacture of this equipment and have a strong Engineering and 
Development Organisation" 

4.24. The witness also stated in this connection that "we know 
that Czechoslovakia was not very good in boiler making. That was 
known to the whole wO'rld. We proceeded, however, with a·firm 
called SKODA from CSSR and we jointly set up a plant for manu-
facture of boilers in this country. After four year3 or so, we achiev-
ed a tremendous amount of success and the technology skills that we 
have developed were as good as anything in the world. ''They gave 
us the initial technology and we are now able to develop it and we 
have moved away from where we were in the past." 

4.26. The witness added that planning for "five yeaTS is no good. 
It may be all right for initiating investment, not for finalising in-
vestment. All our project take 6-7 years, when you come to techno-
logical development, even 5-6 years or 7 years are not good enough." 

4.27. The witness further added that in the areas of petro-chemi-
cals and electronics, 

"we must ensure that OU!l' research abilities are equal to some 
of the countries which are better plaeed in the field of 
research. We are not doing that. In most of these cases, 
we are still trying to produce what has been produced five 
years ago since we do not have enough resources. 

The quantum of research requh-ed will be very much larger 
than is justified by commercial consideration. We must 
fined some mechanism." 

4:.28. The Managing Director, NIDC, in this connection stated that 
"except for a few exceptions, in most cases where technology has 
been inducted, very little has been done continuously to upgrade 
that technology and keep it abreast with the latest requirements. 
Quite a large proportion of these tec~ologi~s is today not appro-
priate to the current circumstances." He added that "it must be 
enquired and ensured that those who got technology from abroad 



119 

absorb the technology and also build on that· technology and not let 
it remain static."· Our ability to absorb this technology has risen and 
what is more important, olKability J.o judge the technology has also 
grown." 

4.29. The Chairman f MECON in this connection stated that "as 
far as our R&D. are concerned, we had. got a largerl number of 
people from abroad. The Steel Sector is not very secretive. We 
can get the knowledge from the various countries to go round the 
plants.'" 

There are institutes like the International Iron and Steel Insti-
tute which meet every year; we are a member of that Institu.e. So, 
we happen to meet most of the large manufacturers in the world 
and through them. we get opportunities to visit their plants and dis-
cuss with them. This is how we keep ourselves up-to-date." 

4.30. The representative of MECON stated that "for future pro-
t jects in the field of Alloy and Special Steel, there has been consider-
able improvement; most of it is being developed by our own people. 

4.31. Referring to the SIRN process (West German process for 
Sponge Iron) the witness stated that "we have no one in our coun-' 
-try except the NML which has developed this process now in An-
dhra which We are watching very closely because a lot of work has 
been done in the past but from the laboratory you have to trans-
late it to the pilot plant stage and from the pilot plant you. have to 
translate it to commercial operation and this is what is being done 
today by the Andhra Stee!." 

4.32. The Chairman, MECON added that "keeping this in view 
. we are in our HSL (R&D) working with Heavy Engineering Cor-
poration ·to develop a process by using producer gas which is avail-
able in HEC for use in their open hearth furnace. Through this gas 

. weare really projecting a plant for this direct reduction. This work 
we have taken on hand because the solid reductant developed so 
far has not been fully successful." 

4.33. In regard to absorption of imported technology the Chair-
man and Managing Director of Fertilizer CorpOl"ation of India stated 
that "for absorption of 1:echnology it is essential that these should 
be R&D back-u:p available in any institution which is buying that 
technology. In the case of Fertilizers, the FeI has built up R&D 
facilities in the last few years and a cOnsiderable amount of absorp-
tion of teehnQlogy has been possible." 
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The witness added that "I do not think absorption of technology 
is something which can be passed on from one organisation to an-
other. It is absorption by human beings who have to wot'k conti-
nuously on that." 

4.34. fhe witness added that they have been spendine about 
Rs. 2.5 rore3 (on Research and Development evp.ry year since 1964-
65. 

4.35. To an enquiry by the Committee whether this was a small 
amount, the witness replied that: 

"it is small when compared with R&D expenditur<! in other 
countries. But it is all right. It comes to about 1.8 per 
cent of our total tuorn-over. We shall propose to naturally 
increase this as our turn-over increases." 

4.36. The representative of a Public Undertaking has suggested 
during evidence that "there is som~ need for consultancy organisa-
tion to get back up facilities by bringing in some sp~ialists but at the 
same time our own people should be trained. Training can be done 
only during this period, when you are holding this consultancy. It 
is better that Government gives some facilities for this." 

4.37. The witness added in regard to Research and Denlopment 
stated that: 

"Now, the Government is committed to getting everybody 
carry oU'l" research and give encouragement. but, in prac-
tice .. there are innumerable difficulties.· '" '" :. ". In the 
case of research and measuring and other investigative 
equipment there are bound to be various models which 
could be used but we need a verv high order of sensitivity 
and accuracy in the measuring ~uipment. I think we do 
not at all have and we a'l"e asked to go from one country 
to another and so on. The second point I would make 
is much more serious· • • • • We are now finding it 
difficult to ~et leadership in scientific areas amongst the 
young people". 

• • • "We probably have good chemical engineers. lIn the basic 
areas sUl:h as Che~stry, Physics or Biology, it is extremely difficult 
to have them and I think this is going to have very lasting and telling 
negative effect on our ability to build research. ,,* * • 
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"When we start a new industry in our organisations, we are not 
in a position to fund much research and yet where there is no 
mechanism, we give grant. We put Research Laboratory with 
Rs. 4 crores but how it will be capitalised, we do not know. I will 
appeal to the Investment Board since everything remains on 
papet' XXX when facilities are 3vailable we, will have to get people. 
When we do not have these facilities, people will not come." 

4.38. Duririg evidenc~ the representatives of various Ministries 
stated as under: 

The Secretary, Department of Economic Affairs and Chair-
man, Foreign Investment Board stated that" in the area of re-
search and developm'~nt, and progress in that, I often find it dis-
appointing particularly in the private sector. I feel her~ that the 
public sector makes much faster advances than does the private sec-
tor where very little investment hitherto has been made in deve-
loping R&D cells. We are strict in trying to ensure that when th~ 
period for an agreement is over, there are no unnecessary exten-
sions. We try to stop them, and even when we do give some exten-
sion, w€ say that we will give it only for a short time and will nat 
extend it, and that in the meantime R&D facilities must ba set 
up. Of course, the smaller entrepreneurs find it difficult to bear the 
cost. In these matters we always turn to bodies like the CSIR and 
we exhort them to develop the technology themselves for purposes 
of transfer. Perhaps they have some problem of inadequate resour-
ces, and they have not been able to do as much as might have been 
possible if their rzsources had been larger. Research and Develop-
ment in an expensive matter. In foreign countries, a very iarge sum 
of. money is fQent on this which perhaps we cannot easily afford." 

4.39. To a question by the Committee as to what should the Gov-
ernmant do in regard to the private sector having a R&D Division 
of its own, at least in a group of industries, such as textiles, jute, 
cotton, engineering chemicals etc. which the private sector is con-
trolling. the witness replied that "some steps in this direction must 
be taken if we are to be assured of their bona fides that they have 
done their best without automatically asking for extensions. 

Since many of them are small units, a pooling arrangement could 
be made. Our public sector organisations could try to extend more 
help particularly to the smaller units, to cottage industries, in terms 
of the know-how. But, perhaps, one problem is there that "rocesses 
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are so varied that just one or two organisations will not be able to 
provide the right answer. Some inducements, some rewards, for 
people who have done good R&D work could be given. There 
should be an attempt to bring some similar units together through 
a cooperative effort. Some use of disincentive could also be made 
to make it difficult to grant either extensions or now contracts to 
people who have not given enough evidence that they ha,,",_ done 
their best in the matter. You cannot ask them to do more than that 
But evidence of a good effort would be called for in this regard." 

4.40. To a further question by the Committee as to the perfonn-
ance of multi-national corporations in so far as R&D is concerned, 
the witness replied that "by and large, the perfonnance of these 
big companies or even companies which are located in more than 
one country is quite good. These companies are better placed in 
terms of keeping abreast of latest technology because they find it 
easier to get the flow of know-how from their own headquarters. I 
do not konw whether every such company's record is equally good. 
But their performance, I think, is better because it is easier for them 
to get the latest know-how from their parent organisations who have 
a lot of money to develop the know-how." 

4.41. To a question by the Committee as to what is the thinking 
of Government for establishing and developing sectoral R&D 
keeping in view needs of the country and in respect of decentralised 
technology which can be labour-intensive, the witness r~ed that 
the two things are not a mutually exclusive and they can go side by 
side. 

m you take the instance of pharmaceuticals, technology today 
advances very fast, and if we cut off the stream from out-
side and rely only on our own advances, we may take 
along time to reach the point which the other countries 
have already reached. It would be a waste of effort. So 
we must keep up the inflow; we must keept those pipes 
open for getting the latest technology." 

There is no reason why. having secured the technology, you 
should not decentralise and produce in a way suited to 
your country which will enable the result of that tech-
nology which you buy and which may be capital-intensive 
initially to organize your industry in a way that it pro-
duces not only for the city dwellers or· the people above a 
certain income but for everybody. Therefore, these two 
approaches are not mutually exclusive, but need to be 
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combined. Your R&D effort has to be combined with the 
inflow of the latest technology. Then you adopt it, you 
use it, you expand it, you get the horizontal transfer, so 
that instead of remainulg in small pockets, there is ade-
quate extension to cover a country of this size and popu-
lation." 

4.42. The witness added that proposal to have sectoral R&D 
units is a good idea. 

"if you can have sectoral units which make up for the small-
ness of many of the concern which do not have large re-
sources to put into R&D effort and if, in this sectoral 
way, you can keep yourselves open to the winds that blow 
from outside in terms of technological change, you can 
achieve that mix which is what you may be looking for." 

4.43. The Secretary, Department of Heavy Industry stated that-

"in Heavy Electrical we have gone in for integrate devel-
opment of technology. So far as BHEL is concerned, we 
imported technology from various sources (for 120 M.W. 
sets) and now our intention is to have independent cells 
in these units to integrate that technology which has 
been imposed and then evolve a design which is 
suitable from a long term point of view to meet the re-
quirement, this being for turbine boilers, transformers 
and the whole complete range. 

In Heavy Engineering Corporation we have already set up a 
design and Development Bureau. I am not talking of 
basic research, because we do design and development 
and not research. We have a complement of designers 
and stage has been reached, when based on know-how 
from the Soviet Union and other countries, we can develop 
our equipment. Similarly it is true of MAMC who have 
a nodal agency for designing for washeries and things 
like that. There is no dearth of resources, because 
in the public sector to the extent it is necessary to use 
resources for this purpose the money is always made 
available. It is not only the question of financial input, 
it is the question of having man-power of the right expe-
rience with the background to go in for detailed design 
. development work. To get good Design-Engineers, it 
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is not easy. It is a rare commodity. But we are build-
ing up Design Engineering and the financial inputs are 
made available to the extent these Design Engineers and 
the Design Operators in the agencies which have been set 
up can perform at their optimum level. 

I would also like to mention about another point about the 
imported technology-as to whether imported technology 
is more expensive or whether indigenously developed 
techno~ogy will be cheaper. It should be the responsi-
bilty of the indigenous people to improve upon that 
technology. It is not necessary to start from scratch and 
build-up technology which is readily available in other 
country. At the same time we have to have a very 
strong design and development base here, even to sustain 
production, leave aside improvement on the imported 
technology. We may import technology to suit our 
requirement. We should continue to improve upon it so 
that we are in a position to export that. 

Regarding the nodal institutions f,or different types of tech-
nology, wmewhere I found a sugge,tion where it was 
stated that we can have one Central organisation. I feel 
it is imJX)ssible to have one Central organisation because 
spectrum is so wide, so many different types of techno-
logies are involved and it is not possible to have one 
organisation. But we can have some nodal institutions to 
do design and development work-HEC for steel plants 
and BHEL for power generation equipment." 

In the collaboration agreements, we try to insist that the colla-
borator should give the full details, the design know-how and cal-
culations which go behind the whole design philosophy. Once this 
is given it is very easy for us to develop the technology from there 
onwards. 

4.44. The Secretary, Department of Industrial Development 
stated that.: 

"I think industrial research has to be looked upon at three 
levels: unit level, industrial level or sector level and 
national leve~. Those three are not necessarily mutu-
ally exclusive, but complementary in one sense. There 
are distinctive kinds of research that can best be done at 
different levels and one should take into account this par-
ticular factor. Taking the unit level for example, I think 
every unit of any significant size must be encouraged. 
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must even be compelled by appropriate measures to 
undertake certain kinds of researeh. There are certain 
types of research which can best be undertaken nearest 
the point of production' and in a laboratory; for example, 
improvement of materials, improvement in manufacturing 
processes testing and sO on ..... 

This kind of research will to some extent flow to others by a 
process of percolat'on and we can bring about incentives 
to make people pass on more readily this information, 
even if you do not find it possible to compel them. 
Every undertaking of any size in the public or private 
sector should undertake research on its own, in its own 
interest and for its own benefits. Some incentives 'exist 
today but some disincentives are also there. The incen-
tives are that some tax concessions are there; some con-
cessions regard to terms of getting a, licence for undertak-
ing research on their own are there; they are given some 
liberal imports of capital equipment, testing equipment 
and so on. There are also disincentives in the sense that 
if he had collaboration in the past, we cut that off so 
that he can himself do all these things. 

Considering the general structure of our industry, it is not 
possible for most of the research to be done at unit level; 
too many of them are too sma 11 to invest money. There-
fore, we must have a sectoral approach." 

4.45. To an enquiry by the Committee as to what efforts are 
being made to persuade various private sector industries to utilize 
the applied technological research that has been developed the 
representative of Department of Industrial Development replied 
that: 

"In certain fields of sectoral research I pointed out, the com-
munication is very good. The results are being adopted 
by industry. Of course, there are many areas where the 
results of laboratory research have not flowed down to 
private industry as they should have. The DGTO are 
making efforts to build up a technological bank. They 
have identified about 200 different items technological 
perfections have been made. The idea is to evaluate 
them and see which can be readily adopted by industry 
by having discussions with the associations of the manu-
facturers. At the same time, pressure will be applied 
by way of restriction of imports. Efforts are being made 
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by the NRDC on the laboratory side and by DGTD from 
industry side to project the results of research to the 
industry and make them Use these results partly by per-
suasion and partly by pressure." 

4.46. The Committee referred to the Prime Minister's Speech in 
the Leather Seminar at Madras wherein she said the Technology 
available with the Central Research Leather Laboratory might be 
given to even the Small Leather manufacturers and enquired as to 
what is the positive effort which the (;Qvernment is doing in this 
regard. 

The Secretary, Department of Industrial Development replied 
that: 

"I think, this is a very good example. The Central Leather 
Research Laboratory is in very close touch with the 
industry and they have done a very good deal of research 
in the field of tanning, etc ., and a good deal of transfer 
of technology is taking place. Similar effort is being 
made both to push the industry to adopt the results of 
research and to see that their results are translated into 
practice. As a result of historical arrangement, the re-
search activities have not been oriented to the needs of 
the industry or the needs of the situation. So, some-
times, they discover very good process but in economic 
terms or in terms of relevance to the industry, at a point 
of time they may not be able to adopt. Now the entre-
preneur says: then, this is still not a completely full-
fledged research. Whereas if I import the technology, I 
can get prodUction in three years." So, there :ire certain 
difficulties. By and large We are pushing and the admin-
istrative Ministries are increasingly conscious of it." 

4.47. The representative of Department of Petroleum stated in 
this connection that :-

"The development of expertise and capabilities indigenously 
is something that has been placed as an objective before 
ourselves. We have been consciously promoting research 
and development efforts. During the discussiOns, it was 
mentioned that attempts should be made to pool the re-
sults of research in the private sector as well as in the 
public sector. Before We go into that stage, there is need 
really to pool the results of research activities even 
among various Ministries of the Government, Government 
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agencies, Government laboratories and so on. This is 
necessary because we find that till some time back, re-
search and development a~tivities were going on in vari-
ous Government agencies themselves without much of a 
corelation; but thanks to the initiative taken by the 
Department of Science and Technology, We find that this 
has been set right, at least during the period of the 5th 
Plan. The S&T component is specifically pressed now and 
for every' sphere of activity, we find that the S&T 
schemes were listed and the list was really screened by a 
committee on which- we had representatives of the admi-
nistrative Ministry, the Department of Science and Tech-
nology, the CSIR, the DGTD and all others concerned. 
All the schemes were short-listed and a certain number 
of schemes were identified for implementation during 
the 5th Plan period. Subject to the resources constraint, 
we have been providing funds for the implementation of 
this research and development activities, or the S& T 
schemes as we now call them." 

4.48. lIn regard to R&D the representative of the Department 
of Petroleum stated I would also mention that the industries haVE; 
promoted what are known as import substitution incentives. We 
have promoted a scheme by which if any of the employees can re-
ally give an effective import substitution method, they will be 
adopted and the employee who gives that suggestion is suitably 
rewarded, both in cash as well as in terms of promotion. 

I am mentioning this to show that it is not as if we are always 
necessarily going in for foreign technology. We are trying to tap 
whatever local talent is available. If something is not possible 
within, then, of course, there is, no way out except to go in for 
foreign technology. 

Then, while we need not depend on forei,gn technology for all 
times to come, would suggest that we shoula certainly keep the 
windows open, so that we do not shut ourselves completely to what 
is happening elsewhere. May be, we can adant them to suit our 
local conditions and then we would be able to accelerate our own 
research and development activities.',' 

4.49. The Secretary, Department of FertHizers stated in this 
connection that-

"I would like to second wliat the representative of Depart-
ment of Mines said, namely that this is not entirely a 
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question of money. There is a certain behaviour pattern 
involved. 

I believe that the secret of the great and spectacular success 
of the West was entirely based on failure, a whole series 
of failures after which a break through is made. 

Sometimes there is a price to be paid for developing indi-
genous technology, not for all time, but during the in-
te:im period there is a possibility that you may have to , 
have a higher cost of production for some years. 

We will deliberately produce it at a higher cost and charge 
higher prices. It would be another step forward in deve-
loping indigenous technology." 

4.50. The witness added that-

"We have already made massive investment in the national 
laboratories and they are doing resea:ch. The national 
laboratories are working on laboratory scale development 
of technology. If you want this technology developed in 
the national laboratories to be translated into action, 
there are certain stages from the Laboratory to the pilot 
plant stage and then its up-scaling to engineering sizes. 
Now, we talk about the eRIR. Some attention has to be 
paid to the engineering up-scaling ..... 

Some of the national laboratories do research and have en-
gaged certain private companies like Dalal, etc. to do en-
gineering up-scaling. They offer, on behalf of the na-
tional and international laboratories, gua:ant.ee perfor-
mance. This is a very important thing that a particular 
step which they have taken should be encouraged" 

4.51. The Secretary, Department of Science and Technology 
stated that-

"All the R&D projects are identified. We see that we are 
informed about it. We are informed through various de-
partments of the Government sector-wise. We have also 
many organisations which do sector-wise research. This 
R&D culture is growing for the last 2 years. Tliis is the 
appreciation to which we have come ..... 
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We are all working under serious financial constraints which 
the Finance Secretary has pointed out. The other day I 
gave you information about R&D expenditure in various 
sectors of industry. This is 0.6 per cent. It should be at 
least 1 per cent before the end of the Plan period. A 
number of organisation in the public and private sectors 
have set up R&D units. 281 units are registered with the 
Department of Science and Technology. These are in-
spected by the Committees of !\cientific engineers. They 
have assured us that there are viable R&D in their 
organisations.. These are all different companies. Each 
company has its own 'in-house' R&D to assimilate the 
technology, to adapt it to their conditions and for doing 
innovations in it at a later stage." 

4.52. The witness added that-

"According to a Committee's recommendation, there is going 
to be an R&D cess; if that is imposed, this will take care 
of those private industries who do not have R&D of 
their own." 

4.53. The witness further stated that-

"There is no agency to collect and assimilate the technology 
as such because this h '3.S to be done by an engineering 
consultancy firm and the industries which are engaged in 
such activity ........ . 

We supply information to the R&D projects. I think some 
firms are taking advantage of that. On that basis, re-
cognition has been given to the R&D project. They are 
aware of the projects. Coming to !lie technology, those 
firms would like to commercialise their technology." 

4.54. To an enquiry by the Committee whether cess for R&D 
is the only answer or something mere will be required 
to be done, the witness replied that-

"If the research is founded by the public exchequer, natu-
rally, the results of the research could be disseminated ... , 

I do not know if our banking institutions really finance the 
research by our R&D. On the other hand we have been 
suggesting that they should take some risk." 

437LS-10. 
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4.55. The representative of Department of Mines stated in this 
connection that-

"It is not so much a question of funds. It is a question of 
management leve~whether in Government or in pub-
lic sector or in private sector. As far as my limited ex-
perience goes many of the institutions or the companies 
which we have talked of do keep an R&D organisation 
partly due to moral pressure-or that of Parliament-but 
very often they do not use their R&D results. As re-
gards the solution to it I do not think it is com-
pletely R&D cess or funds. They will pay the cess and 
cut back on what they are spending on their own R&D. 
I do not think knowledge always necessarily grows by 
over-centralisation. In fact, research and development is 
a matter of human initiative and you should not' over-
centralise it. One of the dangers which this Committee 
should be of is that when you have a centralised organi-
sation how do we always know that it will not become 
too enamoured of one stream of technology from some 
where you have to be very careful in regard to that. 

Secondly, there is also in this country a danger of giganticism 
in Indian R&D. I think the real missing link is trust 
in the man who invests or takes the responsibility for 
investment in the Indian R&D and vice versa. 

What happens is that in our present credit system, there is 
no cove: f(lr private investor if he tries some experiment; 
if he fails he is broken; even if he is able to persuade the 
banks to give some money, he is not covered. There is an 
export guarantee scheme if he eXllorts abroad but there is 
no methods of guaranteeing hi~, even partly, for the 
risk in trying Indian R&D but if he imported technology, 
banks will run after him and give money." 

B. Expenditure on. Rand D 

4.56. In regard to the percentage of expenditure on Research 
and Development to the turnover in the field of activity and how 
does it compare with expenditure in other countries, some of the 
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.selected Public Undertakings in written information furnished to 
-the Committee after evidence have stated as under:-

4.57. Bharat Heavy Electricals Ltd. has stated that th~ 
n&D expenditure during 1974-75 is of the order of 0.34 per cent of 
their turnover. 

They have also stated that compared to approximately 3-8 per cent 
.()f expenditure on Research and Development by the firms like 
Siemens, <;. E., Combustion EngineeIing, this is still low. 

4.5& Engineers India Ltd. have stated that "approximately 2 
per cent of the turn-over of the company is being earmarked for 
Research and Development activities of E. I . L. unlike manufactur-
ing companies the business fluctuations in consultancy engineering 
firms are more and it is not correct to plan more than 2 per cent of 
-the turn-over on Research and Development. They have further 
:stated that according to the information available with E. I. L., the . 
.amount of expenditure on Research and Development spent by 
-other consultancy organisations is not more than this small 
':percentage. 

4. 59. The Fertilizer Corporation of India Ltd. have stated that 
jn their case the percentage of expenditure on Research and Deve-
'lopment to the turn-over is 1.8 per cent at present. According to 
'jnfurmation available with FC!, the percentage expenditure in the 
,developed countries on Research and Development is more. 

4.60. IPCL has stated that the running expenditure on R&D as 
-11 percentage of turn-over of products from the only plant under 
:proci.uction is about 0.7 percent. With incerase in tum-over, the 
..expenditure on R&D will also correspondingly incerase and the 
percentage is likely to be maintained if not improved upon. It has 

been further stated that for the same research effort, the ratio of 
.expenditure on R&D to turn-()ver is less in India than abroad due. 
~ higher costs in India though costs of research personJ;lel are much 
less than those prevailmg abroad. 
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4.61. In regard to the percentage of expenditure on Research and 

. Development to the turn-over in the field of activity the Ministry 
of Defence have stated in this connection that from amogst the-
Defence Public Sector tJnderakings, Hindustan Aeronautics Ltcl.. 
{HAL) and Bharat Electronics Ltd. (BEL) have undertaken re-

. search and· development work on a significant scale and the funds· 
earmarked by them for R&D activities are considered adequate. 
The budgeted expenditure for R&D in the case of the HAL for the-
year 1975-76 works out and to 6.4 per cent of the total estimated 
production for the year while in the case of BEL it works out ~ 
about 4.5 per cent. These undertakings also receive sizeable back-
up in the R&D field from the Defence Research and Development 
·Or,~tion. 

4.62. The Department of Science and Technology have stated' 
that it has been estimated that the overall expenditure as percen--
tage of sales turnover would be about 0.6 per cent. They have 
. furnished a statement indicating the expenditure on Research and· 
Development on a sectoral basis. (APPENDIX VITI). 

4.63. To an enquiry by the Committee as to what efforts are being 
made for training of personnel in the sphere of appiled technology, 
the Secretary, Department of Industrial Development replied that-

"I do not know whether there is a national programme but 
in the Cement Research Institute there is a programme-
by which the Institute deputes persons for this program-
me. This is usually cenfined to analysis, and sometimes 
it includes design also I believe, there is increasingly 
an appreciation for exchange programmes between indus-
try at the research design level and the research labora-
tories." 

4.64. The Secretary, Department of Defence Production stated in 
this connection that:-

"In so far as inter-relationship between the organisations 
which are under the Research and Development organisa-
tion and our manufacturing units are concerned, we try 
to arrange as close an inter-relationship as possile. Mter 
the activities of the laboratories have reached a particular 
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stage with reference to a particular item, the know-hoW' 
is transmitted to the manufacturing organiastion by an 
inter-change of personnel. In the first place, the manu-
facturing org,aniastion by an inter-change of personnel, 
the manufacturing, unit would send their engineers to 
the laboratories where the development activity is tak-
ing place for the purpose of acquiring the technology. 
They then go back and employ t~e methods after 
necessary modification so that production is established 
in manufacturing. In this process they are helped by 
results from the R&D personnel who actually develop 
this item. All this is very important, particularly when 
'you are designing electronics or mf!chanical equipment. 
It is only when the re3earch personnel are left to them-
selves they often come out with solutions which the 
Engineers cannot translate ipfu workshop procedures. 
Why try to solve this problem by this type of inter-action. 

4.65. To a question by the Committee whether any assessment or 
~xercise has ever been made by the Government for 10 years or 15 
years as to whether it would be relatively more advantageous to 
investing larger sums of money on R&D than spending money by· 
way of import of technology ,the representative of Ministry of Fin-
ance replied that-

"I am unaware of any studies. All I can say broadly is that 
so far as complicated technolagy is concerned, we are .at 
a point where if you start off on your own and reach 'that 
technology without buying it, it would more costly." 

"But, having bought the technology, we have not reached the 
end of the road. We have bought it as a whole compo-
nent. But now to go through those processeo yourself, 
to learn what were the processes which brought them to 
this, how you will make the components, how you will 
develop the metallurgy and how will you rtesign for that 
purpose-all are correlated. You have to get the techno-
logy upto the point this is reached and then you have to 
see how you can make use of it, how you can reproduce 
it and how you can adapt it to your R&D effort. ,All that 
will come at a later stage." 

4.66. 111\ regard to the question whetJ1er any; as~ment or exer-
~ise has been made by Government on longer range say 10 to 15 
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years of the realtive advantages in investing in R&D than import-
ing technology from abroad. 

The Department of Science and Technology in a written note-
furnished to the committee have stated that the investment in R&D 
over a long period has to be selective. In areas of high investment, 
a long term investment on R&D is generally desirable so that over 
a period, the necessary infrastructure for absorbing the imported 
technology would have been established. This is so also in caste 
where the technological obsolescence is not likely. In areas where-
technological obsolescence is very high and the demand for products 
imminent, it is often desirable to import a technology for a limited 
duration rather than import the item itself. 

4.67. In view of the several research programmes which are 
under investigation in the country and the absorption of technology 
that is taking place within the industry, it can be expected that 
several items for which foreign collaboration is permissible now 
would also get transferred to list-II (Cases where no foreign colla-
boration is necessary) when self-reliance is reached in these sectors. 

C. Perspective Planning 

4.68. In regard to the question whether there is a system of 
perspective planning (covering a peri'Od of say 10 years or so) for 
the activities to be undertaken by the R&DjP&D Cell, the Design 
and Consultancy Organisations of some of the selected public under-
takings in written information fUnlished to the Committee afte:l" 
evidence have stated as under. 

4.69. BhaTa.t Heavy Electricals Ltd. has stated that work has 
already been done in drawing up a perspective plan for R&D 
activities. 

4.70. Engineers India Ltd. has stated that they attempted a Five 
Year plan on R&D- to correspond with 5th Five Year Plan. 

4.71. Fertilizer Corporation of India Ltd. has sta.ted that "the 
perspective planning in R&D normally cover a period of phasing 
over the period of implementation is also furnished." 

4.72. NlDC has stated that "With development 'Of the Science 
and Technology Plan by the National Committee on Sciency and 
Technology, a beginning has been made to identify the areas in 

which R&D effort shall have to be undertaken in the:fttture. What 
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is now necessary is to keep such a Plan under constant review and 
to also establish time bound operational plans for each succeeding 
3-5 years period. At the same, time, it is vitally important for 
manufacturing establishments to determine their own R&D pro-
grammes for the next 5-7 years to take up such R&D work, whe-
ther themselves Or with the assistance of other establishments. 
in developing such plans these manufacturing organisations should 
first institute a detailed study with regard to Market-Pull and 
Technology-push influences affecting their particular activities." 

4.73. I.P.C.L. has stated that research and development activitIes 
were started even before the manufacturing units had become ready 
for production. The main objective behind the est2.blishment of 
R&D was to absorb the know-how obtained from abroad with a 
view to .ensure the smooth functioning of the plants and to effect 
improvements where possible. This objective is being achiev~d. 

It is not as yet ready to draw up a long term programme. How-
ever, the R&D Centre is already engaged in looking into the ways 
in which the petrochemical industry can be further developed in 
the country based on Indian crude obtained from new explorations. 
In course of time it will be possible to develop a 10 year R&D Plan. 

4.74. The Department of Science and Technology have stated that 
the S&T plan prepared in 1973 has made available for the first 
time a detailed programme- of work in various sector's. Further ex-
perience has shown that it is necessary that in addition to a long 
term perspective plan there is a need for reviewing the S&T plan 
~n a continuing basis. I 

D. Coordination in Research and Development 

4.75. In regard to coordination between public and private ~ector 
organisation, BEML ha.s stated that this could be coordinnted by 
the major user. BHEL have stated that the Development Councils 
for diiYerent industries are trying to ensure coordination. Coopera-
tive R&D has so far had only limited success and is more common 
in the Textile industry. In the engineering industry, it is yet to 
gain ground. BHPV has stated that with the establishment of 
three Research Institutes viz. (i) Chemical Equipment Research 
Institute (2) CryQgenic Research Institute, it will be possible to 
achieve effective' coordination between the public and private sec-
tor and obviate ultimate import of technical know-how. 
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4.76. HPF has stated that the technology in photographie 
industry is a closely guarded secret and hence it would not be pos-
sible to share the R&D efforts. 

4.77. H.MT: has sta.ted that they are wo-vking closely with CMTI: 

.(.78. IDPL has stated that to obviate the necessity of import of 
technology from other C'Ountries, CDRI has initiated coordination 
between public and private sector for development of technology 
of some of the important drugs, which are considered essential for 
the country. IPCL has stated that they maintain close connections 
with Government agencies like CSIR, IICAR, rCMR, Atomic Energy, 
Space Research etc. As the volume of R&D activities in publiC 
and private sector is relatively small, they also spensor research in 
other institutions for, urgent and quicker results e.g. at National 
Chemical Laboratory Poona, Department of Chem~cal Technology, 
University 'Of Bombay and Indian Institute of Science, Bangalore. 

4.79. The Fertilizer Corporation of India in a written note fur-
nished to the Committee regjarding coordination in utilising the 
available technical know-how and absorbing it amount public 
sector organisations whose manufacturing activities are inter-
related, has stated such a coordination is essentially a part of the 
much larger question of self-reliance, development of indigenous 
technology and ass;milation and adaptation of imported technology 
in a specific nnld. rr"le best utilisation of available talent can be 
secured only through a central leadinK technical agency for each 
sector of industry. 

4.80. The Central Planning, development, design and cngineer-
illi organisations, such as, MECON for Steel, BHEL f'Or power, 
P&DfFEDO for fertilizer, BRAe in atomic energy, ElL in refinery 
petro-chemicals and CMRDI in coal have initiated a proper R&D 
back up for for their activities. The main emphasis, objectiVe cmd 
stategy be~nd these arganisations hlave been to ~ol available 
indigenous expertise in each field in a central leading organisation 
and to build up from this base, progressive technological cr.pability 
and self-reliance in the relevant field. These leading central 
technical organisations in each sector should be given the responsi-
bility and become the instrument for technological growth of the 
industry as a wh'Ole. 

They can develop an appropriate profile of growth of the indus-
try with a. proper technological perspective and ensure that the 
country's iJimited resourees are not dissilpated !fl repetitive 013 
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inappropriate form of import of technology. Their responsibilities 
should include coordination of utilization of available t€ch'nieal 
know-how and planned and coordJnated growth of technology 
within the country to conform to th€ total needs of the industry. 
For this purpose they have to identify a'nd promote R&D in 
selected areas, ensure utilisation of indigenous technology where 
developed, arrange for optional use and assimilation within the 
eountry where technology has to be imported. 

4.81. In all such cases of utilisation of available technical know-
how (imported or indigenous), such a central coordination agency 
will be in, the best position to take a proper appraisal and appro-
priate recommenda.tion to the Government. 

4.82. Where a pI'ocess know-how is assessed to have rEpetitive 
application within the country, the central agency will be in a 
position to recommend its outright purchase; and organise its pro-
per assimilation in the country, in the form of providing engineer-
ing services, equipment design, R&D, for adaptation to suit local 
conditions. 

4.83. Another major function which such a central coordinating 
agency has to perfol"m is in regard to the 'updating' of technology, 
judicious selection-and-allocation Qf competing versions of tech-
nol'Clgies to planned productive facilities. 

4.84. A Central technical coordination agency has to also play 
a key role for the development of required engineering hardware 
in the country. 

4.85. Each central technical agency may also be able to form 
out many of the auxiliaries and spares 1;0 the medium and small 
scale industries, and provide them with the necessary expertise, 
drawings etc. and develop their capa.bilities. 

4.86. A single central, technical agency' for each sector of in· 
dustry, with its own definM sphere of operation is therefore neces-
sary for the consolidation and quick ph:lmotion of indigenous 
technological capability in the country. 

4.87. 1'he Steel Authority of India Ltd. ina note after evidence 
regaI'ding coordination in utilising the available technical know-
how, updating it and absorbing it among the Public Sector organi-
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&ation whose manufacturing activities are inten-connected stated 
them:-

"Most of the public sector enterprises because of their size, 
plans for growth and diversification and technological 
complexity offer substantial opportunities for R&D. A 
number of parallel activities which includes collaboration 
and sponsored research have been undertaken in order 
to help these developmental efforts. 

Collaborative work is being arranged so that unnecessary 
duplicati'On does not OCcur except in those cases when 
projects are important and two or more valid approaches 
can be useful for final result." 

"For each project a potential user plant has been identified. 
Although such arrangements would take more time and 
effOlt'ts, ultimately the results are more relevant to indus-
trial conditions and implementation can be more rapid. 

Availability of technical know-how developed in different 
steel plants is made known in the operating committees 
functioning in different areas. Experience gained in a 
particular plant on the operation side and also the innova-
tions made in respect of proceses and products are shared 
with the other plants. 

An Information and Documentation Centre is proposed to be 
set up for the entire Irqn & Steel Industry which besides 
documenting the available know-how will update them 
in the light of technological developments abroad and the 
research work done within the country and disseminate 
the edited and· compiled information to all the interested 
organisation." 

4.88. The Estimates Committee (1958-59) in their 33rd Report on 
H.S.L. recommended that for the purpose of techni.cal research on 
the operational side the desirability of setting up well equipped and 
organised research establishments in the steel plants or elsewhere 
might be considered. 

4.89. In pusuanceof this question of setting up an Iron· & Steel 
Institute bo~h f('~ training of personnel and for research and deve-
lopment was considered. As the response from the private sector 
steel plants was not encouraging, plans for setting up of a Central 
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Organisation for Research & 8c'ientific Services under the aegis of 
H.S.L. was considered. After prolonged discussions and cQDsidera-
tion for about a decade a Central Research & Development Organi-
sation took some shape in September, 1972 consisting of a nucleus 
of seven engineers. The organisation was strenthened to 60 engi-
neers in a period of 3 years. The projects of interest requiring R & 
D efforts have been identified in different technology areas and con-
crete proposals were formulated and presented in the form of a 
draft R&D plan which was discussed with all operating heads of 
steel plants. The projects included in the draft R&D plant would 
attempt a step by step approach towards improving the performance-
standards in different technology areas with 3 view to bridging the· 
performance gap between Indian and world standards. 

4.90. In regard to the question of coordination between the re-
search and development activities of Public Sector and Private 
Sector, the Chairman, Steel Authority of India during evidence 
stated that "as far as coordination is concerned, in like areas within. 
publicly owned bodies, be it national laboratories or any other or-
ganizations, a certain amount of coordination is desirable. Of course, 
one can always say, and with justification, that the level of coordi-
nation is not as effective in practical terms as is necessitated. This 
level of cQOrdination could be further raised. But to come to the 
other end of the spectrum, namely, that there should be formal co-
ordination through a formal Board or a Committee, I personally 
think, would only stultify the progress because then it becomes a. 
question as to who has the larger pullin these Committee or greater 
powers in these Committees. It tends to take that turn. That win 
hard our scientific endeavour." 

4.91. The witness added "the best form of coordination wilt 
depend on the individuals and the group human effort of the people-
in various areas. No formal coordination would ensure that better. 
As I said, it should nQt be in the shape of formalised committee or-
board. The witness further added that coordination should be on 
specific issues, e.g. need for developmental work done on refracto-
ries, and not on general 'issues. 

4.92. During evidence a representative of a Ccnsultancy Organi-
satiOiIl stated that "so far as the research organisations are concer-
ned, in the matter of research there has to be co-ordination b~tween 
the industry and research and within the research organizations 
themselves. So far as the research done by manufactUring' orgam-
sations themselves is concerned, there is considerable amount of 
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research being done by industries themselves and by the manufa-e-
turing units themselves taking up the problems and finding answers. 
But co-ordination between manufacturing units over research in 
the same matter may not be quite possible because that would imply 
that one manufacturing unit trying to develop a new thing to be 
ahead of ano,ther manufacturing unit will pass on her knowledge 
to a competitor. But certainly in the field of co-ordination between 
industry and research, a mjor step has already been taken when 
the concept of developing a science and technology plan was evolved. 
It has moved, to the study of broa:dly defining the areas for res-
earch. I think what is necessary is that the same agency involved in 
that should now get down to specific programmes with periods sti-
pulated and also stipulate the agencies which should undertake this 
work rather than have yet another body to sit and co-ordinate." 

4.93. The representative of another Public Undertakings stated 
in this connection thai-"It is necessary that the responsibility for 
technology development is identlfied with some specific agency 
which is in the normal commercial 'industrial area, not only in the 
pure research area. Ilf it is a pure research agency the work often 
stops with ideas and early laboratQry study experiments. It cer-

. tainly does not have any time--bound and investment-related pro-
gramme. At moment, many of our national laboratories are 
engaged in research work and th~ir research results are certainly 
made use of. But although there is a national science and techno-
logy plan, there is still a lot of work which is not necessarily related 

. to our own planning process. So, I would first of all say that if we 
are going to have co-ordination in the area of research, it cannot 
be related to a Five Year Plan. Five Year Plan documents, such 

, as we have for investments and proJects, are too short a time span 
:fer research co-ordlnation purposes and we need to indicate on a 
10 or 15 years basic some areas for development. If these were 
available, it would not necessarily cost us a good deal because the 
early part ~ research is quite expensive and then we can make the 
<:hoice. 

The Second area of co-ordinatWn is with regard to what one 
might call development and proving. Here it is the commercial 
and industrial organisations whi<:h and sometimes the engineering 
consultancy ~anisafions are the prime-mover rather than the 
laboratories. There may be exceptiou. I won't 52.Y thM there are 
no exceptions whatever. There may be lOme laboratory teehno-
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logy which nobody wants or which nobody has availed of in which 
caSe some risk should be taken. r But in other cases by and large 
we are all reasonable. We have enough confidence and one should 
be able to assess usefulness <>If that sort of technology and carry 
to further proving points. Most industrial organisations will be 
able to risk that money. But that relationship is on an informal 
basis. I agree informality is very good thing but nevertheless. 
there should be some accQuntabil.i.ty. National laboratories are 
going to spend money. Accountability has to be in the form of 
some st:rategy development and this is based upon investment 
programmes that we have in the area of development and proving. 
In the area of basic and exploratory Applied Research they are 
independent. Some definition on roles and responsibility is re-
quired and I am sure the publ'lc sector agencies will all be only 
too glad to participate in evolving such a thing through, perhaps, 
the Department of Science and Technology, I believe leading o~ 
ganisatiM such as Steel Authority have excellent opportunities 
for research and can aid research and I know they are already 
doing it by funding research and sponsoring work on a long term 
basis. I hope other organ'lsations will do so." 

4.94. As regards establishing a close link between research and" 
development organisations of major public sector undertakings and 
Research Institutes like the National Research Development Cor-
poration, Council of Scientific and Industrial Research, etc. to as-
similate imported know how and attain self-reliance, the depart-
ment of Science and Technology in a written note furnished to the-
committee stated that the public sector undertakings should be as-
sociated with the National laboratories in their respective areas 
of intere,ts during the formulation and execution of the R&D pro-
jects. This will ensure a close linkage from the laboratory stage of 
investigations, through the pilot plant where necessary and eventu-
ally lead to a commercial plantlhardware." 

4.95. III regard to the suggestion for setting tip Development 
Councils for different industries to ensure coordination between pub-
lic and p:rivate sector for a cooperative research and development 
effort, the Managing Director, NIDC stated that there are already 
Development Councils for different industries in which public and 
private SEf~r participate. Rather than setting up another Develop-
ment CUtincil. research should be included in their working sche~ 
dule." 
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4.96. In this connection some of the selected Public under-
takings in written information furnished to the Committee have 
stated as under:-

Bharat Heavy Electricals Ltd., Indian Petro-chemicals Corpo-
ration Ltd., and National Industrial Development Corpora-
tion Ltd., have not favoured the idea. Indian Petro-chemi-
cals corporation have added that the alternative would 
be to entrust research and development in particular field 
to a "lead organisation" in that field. 

4.97. Engineers India Ltd. have favoured the idea subject to work-
ing out of satisf-actory solution. 

4.98. Fertiliz,er Corporation of India Ltd., have stated that De'le-
10pment Council is in existence for a number of years but so far 
.co-operation in research and development between public and pri-
ovate sectors has not been worked out. 

4.99. IPCL has stated that a Council should evolve after the 
individual units have been in existence for some time and have 
matured. The Council should: 

(a) be a small advisory body. 

(b) ~rovide inter-action among all public sector R&D units; 

(c) promote intercharge of personnel; 

(d) encourage certain common policies and administrative 
practices; 

(e) take note of certain successful management practices m 
one area and help in their transfer to other units; 

(f) be in a position to identify new areas of research which 
the companies can take up jointly; and 

(g) provide a mechanism for co-ordination with CSIR and 
other research Councils. 

In short, the Council should not, by itself engage in the actual 
<conduct of research or with thel recruitment of research personnel 
but will help in the evaluation of major policies and practices ma 
Tesearch. 
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.. 4.100. The Department of Science and Technology have stated 
that "pursuant to the recommendations made by the National Com-
mittee on Science and Technology, a Working Group was set up 
-under the Chairmanship of Dr. S. Vardarajan to suggest measures 
for organising and promoting R&D in the Public sector units in June, 
1974. The report of this Working GroUQ is awaited. The terms of 
reference of this Working Group include suggestions of measures 
for establishing meaningful co-operati'on between Public Sector 
Enterprises & National Laboratories. The question oj) setting up 
the proposed Council for R&D in public sector can b~ examined 
after the report of the NCST Working Group is received." 

E. System of communication of R&D results 

4.101. In regard to the system of communication of results of 
R&D to the various organisations in the field, the Design & Con-
sultancy Organisations of some of the selected public undertakings 
in written inf.ormation furnished to the committee after evidence 
have stated as under . 

. 4.102. BHEL have stated that "the R&D activities related to the 
.established products being taken up at the various Product Engi-. 
JH:ering Centres. These relate to the product development and im-
~()yement based on the analysis of feed back received from the 
field as ,veIl as market information and other technological informa-
tion gathered through systematic efforts. 

Basic reseach work relating to a number of products are to be 
undertaken by the Corporate R&D Division who will establish 
Research facilities in various fields. The various product develop-
ment groups would use the Corp::>rate R&D facilities to the extent 
necessary. 

For the development of totally nev,' products. based on long tern'l. 
perspective plan as well as market data, a separate division has been 
formed A central documentation centre is being organised to 
disseminate the relevant information 1::> l!ll concerned in the com-
pany. 

The co-ordination of the company R&D activities is done by a 
Corporate Engineering Committee." 

. .4.103. Engineers India lAd. has stated that "results of R&D, where-
wer the)' are of a proprietary or secret nature, are retained by the 
organisation, the broad findings are, however, published in leading 



journals. Other public sector undertakings, however, could be given 
some access to the findings of the R&D. 

4.104. Fertilizer Corporation of India Ltd. have stated that the 
technical services department of each operating unit and the P&D 
Division form the commercial channel for reporting the results. 

, 4.105 .. MECON have stated that R&D is a part of steel Autbo-
,rity of India and the cresults of R&D are made available to all units 
pf SAIL." 

4.106. National Industrial Development Corporation Ltd. have 
stated that "unless these activities duly developed .are completed; 
the results of laboratory research really do not have much meaning 
and, to that extent possible, public declaration of laboratory re-
search results should be avoided. 

Since undertaking of tool designs and establishing the exact pro-
cesses of manufacture of engineering products is not normally a 
part of activities of a research laboratory, such activities should 
either be undertaken by consulting engineers or by manufacturing 
establishments. This would therefore impl'Y a much closer liai90ll 
and cooperation than hitherto between the research laboratories 
on the one hand and c:msultancy organisations and manufacturiag 
esablishments on the other." 

4.107. The Indian Petro-chemical Corporation has stated t&at 
"the results of R&D are communicated to the various departments 
within the organisation, through cyclostyled internal reports, not~ 
informal discussions, etc. If the results are felt to be of wid~r 
interest to other Public Sector Undertakings or private industries, 
then they could be sent to them as well. provided they do not come 
in conflict with our c·.)mmercial intere,t. For results of wider 
SCientific and technical interests, we resort to the normal communi-
cation Channel of publication in scientific journals. Patenting is 
also resorted to where our findings have to be protected legally, 
but the patent literature is also a source of communication to the 
outside world." 

4.108. The Department of Science and Technology have stated 
that industry would themselves use the results of the investigations . 
.4 is only in a few cases that in house R&D results would be offered 
~or commercial utilization by the another industry. The R&D 
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results from the national laboratories are generally made available 
through the National Research Development Corporation for com-
mercialisation through public and private sector industrial estab-
lishments. 

4.109. The Committee note that Government while agreeing to 
any proposal for foreign collaboration invariably imposes a condition 
that the Indian party would during the currency of the> agreement 
take necessary steps to set up their own R&D so that the imported 
technology is fully absorbed and continued dependence on foreign 
collaboration is not necessary beyond the period of agreement. 
From the analysis of the replies furnished by 53 public undertak-
ings the Committee find that 26 undertakings have set up R&D 
units in their enterprises, while some undertakings have started 
sl$ttilng 'up their R&D. It has been stated that there has been a 
time lag between the date of collaboration and the setting up of 
R&D units and this is one of the reasons for the delay in the absorp-
tion of technology. The Committee need hardly stress that the 
Research and Development units should be an integral part of the 
project under collaboration and Government should have monitored 
the progress in setting up the R&& facilities since the date of appro-
val of the collaboration so that the time lag in tbis respect coUId 
have been avoided and necessity for extension of collaboration on 
this score obviated. The Committee would like that Board of 
Management and the administrative Ministries should keep a close 
and constinuous watch on the progress of setting up of R&D units 
for absorption indigenisation of technology and to ensure that 
the foreign collaborator is discharging his duties and responsibiHties 
in terms of the collaboration agreement in this regard so that suita-
ble remedial measures are taken in time. The Committee would 
also like that the R&D units set up at the undertakings level should 
be closely associated with the actual production, improvement in 
manufacturing processes, improvement of materials, cost reduction 
etc. and should be in a position to find solutions to technological 
~onstraints coming in the way of achieving the designed output. 

4.110. Where it is found to be neither feasible Dor economical to 
have R&D units in certain undertakings, it should be ensured that 
a close liaison is maintained with undertakings in the same sector 
lind/or engaged in similar manufacturing activities and a pooling 
arrangement may be made or alternatively such units may be 
attached to other research institutions as may be found feasible and 
advantageous. 
437 L.S.-ll. 
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4.111. The Committee also recommend that there should be a 
regular system of teed back from the field as well as the market 
and other technological information on the basis of which product I 
process development/improvement may be taken up in the R&D 
units. 

4.112. The Committee are informed that considering the ,eneral 
structure it has not been posSible for most of the research problems 
to be tackled at the unit level and many undertakings are too small 
to make huge investments in technological. research and develop-
ment and therefore a sectoral approach would be necessary. The 
Committee have already suggested nomination of leading Public 
Undertakings or a nodal agency for purposes of screening and 
evaluation of technology at sectoral level. The Committee feel that 
the lead agency could take care of the problems of absorption and 
development of technology at the sectoral level. There should be 
close coordination between the R&D units of industries in the same 
sector for example, Heavy Engineering Corporation and MAMC, 
Fertilizer Corporation of India and FACT etc. etc. The Committee 
!expect that these should cover amongst themselves the entire field 
of research and development and technologic:al improvements in 
that sector to avoi.d any duplication in this regard. In this connec-
tion the Committee would like to invite attention to their recom-
mendation in paragraph 6.24 of their 80th Report (1975-76) on 
Hindustan Antibiotics Ltd. to the effect that there should be a 
system of coordination between the two public sector units (HAL & 
IDPL) so that one could benefit from the achievement of the other 
in larger national interest. 

The Committee would also like that there should be a close 
liaison amongst public undertakings within a particular sector of 
the industry for dissemination of knowledge acquired through the 
R&D efforts. 

4.113. The Committee note that certain public undertakings are 
working in close coordination with CSIR organisations like National 
Chemical Laboratory, Central Glass Research Institute, Central Min-
ing Research Institute, Indian Institute of Petroleum etc. DALCO 
has stated that it is proposed to set up a R&D Centre for aluminium. 
at the National level under the aegis of csm. In regard to Cochin 
Shipyard, Garden Reach Workshops, the question of setting up a 
Central Marine Design and Research organisation is stated to be 
under consldentlon. 

4.114. The Committee are informed that at present eoordination 
between Public Sector and Private Sector in the matter of research 
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and development or between Public Sector units and national re-
search organisations is being achieved through Development COUD-
dis for difterent industries, cooperative R&D efforts in the case of 
textile industry, Central Drug Research Institute in the case of 
drug industry; CMTI in the case of HMT; National organisations 
like csm; ICAR; ICMR; Atomic Energy; Space Research, National 
Chemical LaboratOl'Y, Institute of Sciences etc ... in the case of IPCL 
Planning and Development and FEDO in the case of fertilizers, 
etc. FeI however, feels that coordination in R&D is essentially a 
part of the major question of self-reliance, development of indi-
genous technology, and assimilation and adaptation of imported 
techno~ogy and therefore, the leading central organisations in each 
sector already suggested should be given tile responsibility in this 
regard. The Steel Authority of India has stated that the coordina-
tion is maintained through operating committees functioning in 
different areas. An Information and Documentation Centre is also 
proposed to be set up for Iron and Steel industry. Although accord-
ing to Chairman, SAIL, a certain amount of coordination is desira-
ble, it should be on specific issues and no formal coordination 
through Board or Committees may be necessary. 

4.115. The Committee are given to understand that though Deve-
lopment Councils for different industries have been in existence for 
a number of years progtres in the maHer of coordination R&D 
has not been significant. The Committee are informed that pursu-
ant to the recommendations of National Commission on Science and 
Technology, a working group under the Chairmanship of Dr. S. 
Varadarajan was set up in June, 1974 to suggest measures for 
organising and providing Research and Development in public 
sector. The terms of reference include suggestions of measures fol" 
establishing me~n!!lgful coordination between public sector enter-
prises and National laboratories. It has been stated that the ques-
tion of setting up a council for Research & Developm.ent in Public 
Sector would be examined after the Report of the working group 
is received. The Committee would like that the working ~up 
should exepedite its report. The Committee would also like te be 
informed of the recommendations of the Working group and also 
action taken in pursuance thereof." 

4.116. The Committee recommend that research undertaken by 
the National Laboratories should have close relation to the needs ., 
industry so that National Laboratories may see greater purpose and 
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pressare in produeing viable results aDd the proeess of know-how 
bnsfer is faeUitatecJ. In this eonnectioll the Committee would like 
to cemmend the example of the Department of Atomic Energy 
which has been successful in making fruitful use of the results of 
research in their Industry and the efforts made by SAIL in bringing 
about such coordination in the Steel Industry. The Committee 
w01l1d like to judge the etforts of coordination at the National level 
by the actual results by way of attaining seH-reliance in settling 
technological problems in industries and in the assistance in the 
expansion programmes. 

4.117. The Committee feel that R&D has a crucial role to play 
with more emphasis on development and the whole thrust should 
be on upgrading the technological expertise of the industrial units. 

4.118. The Committee also recommend that there should be regu-
lar programmes of exchange of personnel between the industry and 
research institutions as is being reported to be done in the case of 
Defence undertakings and Defence research institutions and Cement 
1ndustry and Cement Research Institute. This will enable an ap-
preciation of the utilisation of the results of research in the under-
takings and facilitate the research institutions to adapt their pro-
fl'ammes to the needs of the industry. 

4.119. The Committee would also like that a study may be under-
taken to assess the relative advantage of investment in R&D on a 
long term basis instead of importing technology from abroad at high 
costs. 

4.120. In this connection the Committee would like to cite the 
instance of Japan where R&D bas been given the highest import-
,nce on account of which Japan has not only been able to indi-
renise the technology but also to improve and upgrade the know-
how to Improve the products and make their technology exportable. 

4.121. The Committee are informed by the representative of 
Department of Science and Technology that the overall expenlli-
tore on R&D in the public sector as a percentage of tum.over is 
only about 0.6 per cent and it Is expected to be about 1 per cent 
by the end of the Fifth Plan. It has been stated that in the Heavy 
FJectricals, the expenditure bas been of the order of 34 per cent, 
the Engineers, India about 2 per cent of tumo'7er in the FCI about 
1.8 per cent in IPCL 0.7 per cent, SA per cent in HAL and 4.5 per 
cent in BEL. The Committee understand that the ratio of R&D 
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expenditure to turnover is very lew in Inclia. Some of the under-· 
takings have s~ted that there are no specific allocations for .MD 
by Government and the present ,expenditure has to be met from 
the profit and loss accounts of the undertakings. The Committee 
agree that the Research and Development activities can be done in 
a meaningful manner if adequate finances are provided. They feel 
that a stage has now come where it should be possible for the ID-
dustries themselves to mobilise the necessary resources for their 
R&D efforts in the overall national interest. The Committee would 
like Government to ensure that adequate funds say 3 to 5 per cent 
of the turnover are allocated for research and developments. The 
Committ~ have no doubt that if R&D activities are undertaken 
with determination and dedication, they would pay back manifold. 

4.122. The Committee are informed that though the science and 
technology plan prepared in 1973 has made available for the first 
time a detailed programme of work in various sectors further ex-
perience has shown that it is necessary to have a perspective plan-
ning for R&D. The Committee find that certain undertaking like 
BHEL. FCI have a perspective plan for their researcli schemes. 
the ElL has attempted a five year plan corresponding to the fifth 
five year plan.. The Committee fee that Government should draw 
up a perspective plan say for 10 to 15 years for R&D which should 
be inter-related to the particular indUstrial seCtoral units 

4.123. The Committee understand that a beginning has been made 
by the Commission on Science and Technology to identify the areas 
in which R&D may be undertaken in the future and what is neces-
sary is to establish time-bound operational programmes for each 
succeeding 3 to 5 years period. The Committee would like that 
there should be close coordination between the Industries and the 
Research Laboratories at National level so that programmes are 
drawn up in consultation with the industrial units. Priority should 
be given by the national laboratories to problems actually faced by 
the industries rather than to problems of academic interest. The 
COIIlDrlttee would also like that the programmes to be undertaken 
should be time-bound and with specific budget allotments therefor_ 

4.l.24. The Committee also rec:ommend that an overall review 
of the Research and Development at the National level with refer-
ence to the goals and the financial targets set therefor. should be 
condilcfed at qnarterly Intervals by a coordinating Committee WB-
sisting of the DG'ID, Department of Science and TechnolOC, the 
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represenatives of the industries the BPE, Ministry of Finance, and 
Chief of the Administrative Ministry concerned and meaningful 
follow-up action taken as a reSult of snch reviews. 

4.125. The Committee note that in multi-u.n1t Pubfie Undertak-
ings like BUEL, FCI, MECON, there is a regular system of com-
munication of results of Research and Development within the 
diJferent units of the organisation and each unit benefits from the 
experience of the other sister units. ElL publishes broad Ondings 
of their R&D efforts in leading journals. IPeL also does so in the 
case of results of wider scientific and technical Interests. Patenting 
is also resorted to where the fidings have to be protected legally, 
and the patent literature is also a source of communication. NIDC 
is however of the view that "unless these activities duly developed 
are completed, the results of laboratory research really do not have 
much meaning and, to that extent, public declaration of laboratory 
research results should be avoided." The Department of Science 
and Technology has stated that the Research and Development 
results from the National Laboratories are generally made available 
through NRDC for commercialisation tbrough public and private 
sector industrial establishments. 

4.126. The Committee are informed that though in certain sectors 
the communication between the National Laboratories and the in-
dustry Is good, there are many areas where the results of laboratory 
have not percolated to the industry. It has been stated that efforts 
are being made by the NRDC on the laboratory side and the DGTD 
from the Industry side to project the results of Research to Labora-
tory. 

4.127. The Committee feel that there should be a system of com-
munication of the results of research which are of wider interest 
to all the Public Undertakings and to the industry provided such 
dissemniatton of information does not come in conftlct wtih the 
larger interests of the Public Sector. 

4.128. The Committee would also like Gevernment to examine 
the question of instituting suitable awards/incentives for outstand-
ing achievements/contribution in the field of research and develop. 
ment. 



CHAPTER V 
HORIZONTAL TRANSFER OF TECHNOLOGY 

A. Horizontal Transfer of TeehDolOO' 
5.1. Government invariably imposes a condition in all foreign 

collaboration approvals to the effect that the Indian company shall 
be free to sub-license the technical know-howlproduct designlengi-
neering design under the agreement to another !Indian party, should 
it become necessary. The terms of sub-licensing would, however, be 
as mutually agreed to by all the parties concerned including the 
foreign .collaborator and would be subject to the approval of Gov-
ernment. 

5.2. During evidence the representatives of Public Undertakings 
stated as under:-

The representative of IOC stated that: 

.. in order to develop technology, particularly in the field of 
chemicals and more particularly in petro-chemicals, Gov-
erment decided to induct the Engineers India Ltd., the 
idea being that this organisation will work along with the 
French and Romanian Collaborators so that the future 
refineries can be built by Engineers India Ltd. With that 
purpose in view, we started, for the first time, the induc-
tion of Engineers India Ltd. into the refinery and we have 
also taken certain process licences for the Indian Insti-
tute of Petroleum. So, we started this way and we find 
that the transfer of technology to our Indian collaborators 
like the ElL has been successful. We later entrusted the 
entire design Engineering, construction o~ Gujarat Re-
finery expansion to the Engineers India Ltd. Therefore, 
on this point, we may say that the horizontal transfer of 
technology has been successful." 

The witness also stated that: 
"no limitation is placed by our foreign collaborators on 

making available the know-how and technology to any 
other party in India." 

There are certain patented processes in the chemical 
field and in regatd to these patented processes, there is a 
factor . involved that-you cannot apply it to any other 
refinery even in the country without paying some loyalty. 

151 



152 

But there are also certain processes which are not patent-
ed in regard to which there is no bar on duplicating the 
knowledge which has already been gained in this field. 
So, I would like to divide this into tW\) categories. One 
is the patented process where royalty comes into the piC-
ture, while in certain cases the royalty goes down, when 
we duplicate it or triplicate it." 

The witness added that: 
"In the case of know-how. there is no bar to transferring the 

know-how' to anothed •••••. But in the case of 
processed patented right, there is a bar. There we cannot 
transfer the same to anyone else. But, we can do that 
only with their consent at probably reduced cost. If we 
go on multiplying the processes in India, then we can do 
that with their consent only at reduced costs." 

5.3. The representative of Hindustan Photo-Films Manufacturing 
Co. Ltd. stated: 

"Our views are thaot horizontal transfer of technology should 
be encouraged and that the constraints would be overcome 
by updating the existing technology and by giving full 
co-operation to new entrepreneurs." 

5.4. The representative of Instrumentation Ltd. stated that their 
collaborators (West Germany) had no objection to the transfer of 
technology to another party in India. 

The witness added that: 

"We had also another clause that they will not give techno-
logy to any other party in this country and they have 
agreed to it. I think this should be there, for, why should 
the country pay twice for the same technology? In my 
opinion, when we talk of horizontal transfer, it should be 
between the public sector and the private sector.· • * • ·If 
any technology is given to the private sector, the Gov-
ernment s.hould have the authority to transfer it to any 
public sector or Government agency because We would 
unnecessary be paying more than once for the technology 
if we don't have this safeguard." 

5.5. The represe-ntative of IDPL stated: 
"They (collaborators) do not put a certain ITmitation that 

there cannot be a horizontal transfer because the money 
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they get is pro rata on the quantum of production, say,. 
four per cent of the value of production. Still we have 
been able to persuade the foreign parties. Now we have 
entered into an agreement with one of the American con-
cerns and our agreements had been that, if they transfer 
the technology to any other party in \India, the IDPL be 
entitled to ten per cent of the royalty, whatever they will 
receive, and till the plant goes into production whatever 
they will produce and sell to the other parties, the IDPL 
will get five per cent. commission on 'the imported bulk 
to be supplied by the collaborator to the sub-licencee. 

5.6. The representative of Fertilizer Corporation of. India stated: 

"We have assimilated in many cases the technologies and 
also successfully transferred the technologies with the 
Corporation as well as, to a limited extent outside the 
Corporation also. '" '" '" '" '" Our agreements with 
process licensers are non·exclusive because they insist 
that they should be paid for each new plant that is to 
be built. In the case of FCI, within the Corporation, we 
have been able to get reduced fees from plant to plant 
so that for subsequent plants we pay much less fee." 
'" '" '" '" '" '" The transfer or assimilation can take place only 
if the establishment has built its own, even in a limited 
manner, an engineering and R&D Organisation. If they 
have developed that an assimilated the technology, then 
it stands to reason that that technology will not be static 
and they will be updating the technology all the time, 
and,updating is possible only if they have assimilated the 
basics of technology. If that type of technology exists 
in any establishment, Government should make it obliga-
tory to transfer that, in other words, that is the one which 
should be transferred to the new entrepreneurs rather than 
allowing them to buy technology from outside." 

The witness added that when we talk o~ transfer "the transfer 
of technology will be possible only when we develop Our own tech-
nology." 

5.7. The representative of BHEL stated: 
"It is desirable and necessary to insist that horizontal trans-

fer of technology should be permissible. We, in the 
Bharat Heavy Electricals, in almost all the agreements~ 
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have insisted and got this concession. We have also, in 
the past few years, within our organization itself, made 
a horizontal transfer of technologies between Hardwar, 
Bhopal and Hyderabad. We are also considering sub-
licensing to Qrivate parties. When you talk of horizon-
tal transfer of technology, it means sub-licensing to an-
other party in the country, and that is not possible un-
less the organisation which takes the original licence, has 
enough expertise to transfer this technology." • • •• 
But merely having it in the licence agreement that hori-
zontal transfer is permissible is not actually going to be 
of any effort unless the organisations in India build up 
sufficient capability to transfer it. Here again, it is only 
the large organizations which have built up sufficient eng-
ineering and managerial capability that can advant-
ageously take this to actual reality. 

In each sector you must nominate a lead agency, that is, the 
agency which, on account of its research, development 
and managerial strength., is occupying a Qre-eminent 
position in that particular field, should be nominated for 
absorbing this technology and transferring it laterally to 
other parties in India." 

5.S. The representative of Bharat Earth Movers Ltd. (BEML) 
.-stated: ; .. ' I~ 

"I generally agree with the principles enunciated, but I 
would submit that this is applicable mainly to processing 
industries and not to industries like ours" • • • • • 
We get the collaboration for technical know-how for a short 
I?eriod and after that period is over, we can pass on the 
know-how. This conditron is not essential. All our agree-
ments have a provision for passing on the knowhow to 
sub-contractors, subsidiaries etc. which we do in a large 
way. For example, we buy about 50 per cent of our parts 
from various parties of India and there IS no objection 
from the collaborators to pass on the know-how to them. 
We do so after including a secrecy clause." 

The witness further stated that: 

"In any process industry with which we have entered into 
an agreement and where patent right is involved, nor-
mally, that does not permit the horizontal transfer of 
technolo gy." 
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5.9. The representative of Bharat Ophthalmic Glass Co. Ltd., 
.stated: 

"I entirely agree that horizontal transfer of technology should 
be allowed. As far as BOGL is concerned, we have no 
such problem and we can pass on the technology to any· 
body else. The only thing is that as soon as we take the 
technology, we should establish very good research and 
development centres and a central agency where these 
processes can be studied and modified according to our 
conditions and the technology could be transferred." 

5.10. The representative of BALCO stated: 

"We feel that This transfer of technology is not just transfer .. 
ring something on a plate but has to be done through our 
boys gathering the experience. And I am glad to inform 
you that our engineers have done a very good job. In 
their discussions with the Soviets, they have made sug· 
gestions for improvement. In analysing the things they 
learnt the process technology." . 

The witness added 'In so far as Ratangiri is concerned, that 
technology was transferred to us without any restriction. 
We can use it-any other State agency can do so." 

5.11. The representative of Lubrizol (1) Ltd, stated: 

"So far as my organization is concerned, the collaboration 
does not permit horizontal transfer of technology. There 
are certain sectors particularly where it is processing 
technology. Horizontal transfer of know-how can have 
advantages which are limited by the time. These are 
constantly evolving processes. Processes are being im· 
proved. New products are being brought into market and 
the technology acquired as a result of one collaboration 
agreement would stagnate at that point of time. Even 
when you transfer this horizontally, you would have gain. 
ed only a limited advantage, because at that time there 
would have been further improvements as regards pro-
cesses and products. But certainly as a general rule, a 
provision for horizontal transfer of know how and tech· 
nology is very he1Qful." 
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The witness added that: 

"If they (the Collaborators) agree to the hori~ontal transfer 
of know-how, they can never be sure that that know-how 
will not find its way to their rivals in the international 
markets. This is one of the constraints to their agreeing 
to the horizontal transfer of technology. • • • ... * When 
we talk of transfer of know-how it is always better to 
create a pool of knowledge than merely a pocket of know-
ledge, a national agency which should be in a nature of a 
store house of such knowledge should be associated to 
absorb this know·how rather than restricting it to that 
particular undertaking which is availing of that collabora-
tion and that technology." 

The witness further stated, "Instead of having the transfer at 
the initial stages and when it is being utilized, if we have a national 
agency, it can acquire the know-how and it will be a pool from 
which everybody can draw. It will better, instead of the .t;echnology 
going to a particular public sector undertaking." 

5.12. The representative of yet another undertaking stated: 

''The technology transfer consists of several steps, the basic 
process package, the basic engineering, the detailed engi~ 
neering., Qrocurement services, the construction services 
including provision of utilities, safety standards and so 
on." 

• * * 
We have now gone further for the first time and to have a 

truly developed technology and production entirely from 
Indian resources we have instituted specific research 
programmes both within the corporation and using nati~ 
nal laboratories where the total process is being deveIop~ 
ed and we are converting this process into a pilot QIant, 
into basic process package and engineering technology 
and we will be investing approximately Rs. H~20 crorcS" 
in plants of these types and technology. Now, we be-
believe this is going to be more and more the !pattern." 

• • • 
Unless the organisation also puts in a very substantial invest-

ment in R&D, it is unlikely to assimmilate it and improve-
upon it." 
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The witness added that: 

"I am not in favour of giving this role to Government agency 
which is not dealing day-to-day with the manufacturing 
plants. A centralised agency, howetver central it may 
be at the beginning, will soon die if it is not also forced 
to enter into economic viable cc:!tracts for improving on 
whatever they have assimilaL~d. If it is a small central 
Government Department, papers will be passed on, but 
pat::>ers do not transfer technology; people transfer it. 
This technology is based on quality, contents and the ex-
perience of concerned people." 

I stlpport what the representative of BHEL has said that we 
should have a lead agency in each of these fields and if 
we wish to be successful in these agencies, I would sup-
port that these agencies be made virtually the sole buyer 
of technology iurrespective of whom it goes to." 

The witness added that: 

"In the Qrocessing industry it is not possible to give the li-
censee the freedom to manufacture any quality or transfer 
that technology without limitation. It is also related to 
patent system. The processing licence depegds on two 
aspects-patent system and know-how system. If there 
is no patent, one can walk off with the know-how and ma-
nufacture the product." 

• * • 
"We have, in some cases, been successful in obtaining an 

agreement with our proces licensors which will allow us 
10 cooperate with them in sub-licensing the same to any-
body else." 

5.13. To a question by the Committee whether clause regarding 
sub-licensing to 3rd parties uniformly and consistently inconporated 
and whether inclusion of such a clause is essential, some of the Pub-
lic Undertakings in written information furnished to the Commit-
tee after evidence have stated as under: 

'While BHPV, BOGL, HEC, HMT, HPF, IDPL, Instrumenta-
tion Ltd., and MAMCO are in favour of inclusion of such 
a clause as it will be in a larger interests of the country 
BALCO have stated tbat it may depend on merit o~ each 
case. Fe! has stated it is really not necessary to incor~ 
porate such a clause since all such sub-licensing has to 
be with the approval of the foreign collaborator and on 
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the basis of terms and conditions to be IJlUtually agreed 
upon by all the parties. IOC has stated that this is not ,. 
general practice in Standard agreement's. !PCL has stat-
ted that foreign collaborators usually resist the inclusion 
of such a clause in the collaboration agreements." 

5.14. To a question by the Committee whether there have been 
any cases where the public sector has sub-licensed the know-how 
to the private sector units, ~ublic undertakings--BALCO, BEML, 
BEPV, BOGL, FCI, HEC, HMT, HPF, IDPL, IOC, !PCL, IRE, In-
strumentation Ltd., Lubrizol (I) Ltd. and MAMCO in written infor-
mation furnished to the Committee have stated that there have been 
no instances of Sub-licensing to private sector. BHEL has, however 
stated that they have received certain requests which were under 
examination. 

5.15. The Managing Director, NIDC stated during evidence that: 

"as the Chairman of SAIL has pointed out and quite valid by 
too, there may be occasions when for very definite rea-
sons, the organisation which owns that particular know-
ledge may not find it possible to part with the knowledge 
but there may also be equal opportunities when it will 
be quite easy to pass it on more so within the public sec. 
tor or for ~rojects of national importance. So, one sug. 
gestion I would make is that if soome organizations feel 
that it should seek external assistance, it should first in-
quire from other engineering or specialist organizations 
in the country whether they are in a position to help or 
not. So, it is not only merely to ask for it but it is also 
important whether the other person is willing to give help 
or not. It is normal experience particularly where hori-
zontal transfer of technology is concerned-that owners 
of technology in Indi~ particularly, manufacturing units 
are averse to the idea of transferring it to another Indian 
Company because they have the mistaken idea that they 
are he~ing a competitor to come into the business. This 
idea whether it is consultants or manufacturers must be 
stopped. They must inculcate the idea ~hat the competi-
tor will come in any case whether with your help or with 
foreigner's help." 

5.16. To a question by the Committee that if somebody in the pri-
_ vate sector in India wants to go in for the same type of. product 
should whether it not be made obligatory on the private sector pe0-
ple in India that they should have the collaboration from the pub-
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lic sector in India rather than with the foreign collaborator and they 
should not waste the valuable foreign exchange, the representative 
of Ministry of Defence, Departm~nt of Defence Production repiiecf 
that: 

"this would apply if the public sector had developed its own 
technology and had adapted the technolC1gy and had con-
cluded a valid agreement and was thereafter in a positibD' 
to transfer that technology. In the case which was men-
~ioned, the Bharat Earth Movers had not developed their 
own technology; they were under contract with one or 
the other of, the foreign firms; it is still in the process. 
While it has got obligations under that contract, it is not 
in a ~osition to transfer that technology to a third party. 
private or public." 

5.17. The representative of Department of Industrial Develop. 
ment in this connection stated that-

"I should like to emphasise the point made by the represen-
tative of Ministry of Defence. If there is a company, 
whether public sector or I;?rivate sector, which has as 8-

result of its own efforts or as a result of having absorbe.d 
foreign technology is in a position to give that technology 
to others, then it is in one category. But this will not be 
permitted whether in the public sector or private sector 
so long as the ompany is still learning and absorbing it. 
The second unit or the third unit has still to depend on 
foreign technology and the only possibility is a direct one 
or indirect one. But where the unit has absorbed the 
technology, we do not allow imports." 

5.18. The representative of Da,artment of Hea.vy Industry ad-
ded that-

"unless a particular unit has tully absorbed the technology,. 
whether it is a public sector, unit or a private ~ctor unit, 
it is not possible to embark on horizontal transfer of tech-
nology; that is a basic point which we have to accept. Se-
condly, as representative of De::>artment of IndustriaI 
Development has pointed out, I do not think it means 
very much more outgo of foreign exchange because in the 
case of indigenous production also, royalty has to be paid, 
whether it is produced in one factory or another. We 
have made a suggestion on the horizontal transfer of 
technology in two or three different areas. 



160 

In the case of scooters, we have got imported plant and tech-
nology. Now, we have agreed to transf,rr the technology 
to 7 or 8 State Industrial Development Corporations. 
Some of these units are in the joint sector also 

But with regard to watch we want to transfer the technology 
to the various State COn;?orations. The basic fact remains 
that unless technology is fully absorbed by a manufac-
turing unit, it is no use transferring the same to other 
manufacturing units." 

~.19. The representative of Department of Economic Affairs and 
Foreign Investment Board stated that-

"Regarding the question whe1:her legislation could not be in-
troduced to force any Indian unit which has a particular 
technology to part with it, even if you do that, in effect 
you are asking the unit to set up a competitor. So, there 
still remains the question of how genuine and effec-
tive the transfer of. technology would be. Certainly this 
is a matter which is under consideration, but it is not as 
simple as it seems. Other types of problems would arise. 
The representative of DEQartment of Industrial Develop-
ment, referred to the possibility of a large company vir-
tually holding to ransom the smaller units in the indus-
try. As that point of time, it may be better to inject an 
element of competition even through import of techno-
logy in the same area." 

• • * 
Even if we force the company to part with it, we will have 

to see whether the effect is what we want it to be. It is 
not a question of. going in for free competition in the clas-
sical sense but to prevent exercise of monOQoly power." 

5.20. The Secretary, Department of Economic Af'fairs and Chair-
man, Foreign Investment Board in this connection stated that-

"In the matter of horizontal transfer of technology, we find 
that much has not been possible in this area. There is a 
horizontal transfer in terms of main units transferring 
to ancillary units. 

There is some transfer which we do not know enough, parti-
cularly in the public sector. Since it is an area of repeti-
tiveness, people, I think, are very willing to effect it, 
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which ~eans that. occasionally in the intel"est of adeq!late 
productIOn, sometImes, t!tere is a degree OF repetitiveness. 
But we have to kC!a, that under control to the greatest 
extent possible." 

• * * • 
Your R&D effort has to be combine with the inflow of the 

latest technology. Then you adopt it, you expand it, you 
get the horizontal transfer, so that instead of remaining 
in small pockets, there is adequate extension to cover a 
country of this size and population." 

5.21. The representative of Department of Heavy Industry sta~d 
that-

"There should not be any question of importing technology 
for 500 M.W. boilers in the private sector units. If they 
want to go in for the manufacture of the boilers, they 
will have to get the technology from BHEL. There is a 
good case for the horizontal transfer of technology. We 
in the l;.:lUblic sector have tried to develop this concept of 
horizontal transfer of technology. It has emerged in the 
private sector to a lmited extent. Scooters India Limited 
has got technology for scooters from Italy. That is being 
transferred to 8 or 9 State Industrial Development Cor-
porations. For tractors it is being done by HMT. We 
have also to do it for watches. We have tried it with 
private sector, but, except for 1 or 2 cases there is resist-
ance here. One of the reasons is, they do not want com-
petitor to come up. It is of course a misconceiv~d idea. 
We do not have an adequate technological base or design 
or development base, with the result, we cannot absorb 
the technology which is imported to the extent that we 
can pass it on." 

5.22. Ministry of Industrial Development have stated that no 
limitation is placed on the foreign collaborator making availabl~ the 
same know how or slightly advanced technology to another party 
in India. Any such application would, however, have to obtain Go-
vernment's prior approval according to the normal procedure. 
Twenty one undertakings have stated that making available by the 
collaborator the same know-how or slightly advanced technology 
to another party in India i'S barred by the provision in the collapora-
tion agreements conferring exclusive rights on the Ucence. In th~ 
case of Bokaro, Bhilai and CMA, transfer to other Indian party is 
barred because of these agreements being Inter-Govemmental 
In the case of fifteen undertakings no limitation has been imposed 
437 LS-12. 
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on the collaborator in the provision of the collaboration agreement 
in making available the same know-how or slightly improved know-
how to another party in India. In the case of Hindustan Organic 
Chemicals while no limitation has been imposed on the collaborator, 
the plant supplier (collaborator) has to pay to HOC 25 per cent of 
the know-how engineering fees received by the collaborator from 
other Indian firms, in case of supply. 

5.23. In the case of BOGL, Hindustan Insecticides (DDT Agree-
ment) and HSL (Alloy Steel Plant) there was no specific provision 
in the agreements for passing on improvements effected in the 
technical know-how by the collaborator during the currency of the 
agreements. They have expressed the view that it is not possible 
for the foreign collaborators to make available the same know-how 
or slightly advanced technology to another party -in India, as every 
proposal is scrutinised by the Foreign Investment Board. 

In the case of collaboration agreements of BEML the agreements 
stipulate exclusive right to these undertakings which do not provide 
for any further licencing of an advanced technology to other party 
in India, MAMCO has stated that absence of such a provJsion in the 
collaborations agreement is not conducive to the interest of the 
Indian party but there may not be uniformity of the same clause in 
different collaboration agreements as uniform stipulation may not 
be acceptable to all collaborators. BHEL has stated that it tries to 
get exclusive rights. However, in certain cases the collaborators 
refused to agree to this. FCI are not aware that it is not possible 
for the foreign collaborator to make available the same know-how 
or ~lightly advanced technology to another party in India. On the 
contrary, FCI are aware of the same proven technology being given 
to different parties by the foreign collaborators. In so far as FCI ill 
concerned, a stipulation for passing on the improvement made by 
one party to the other, is incorporated in the contracts. If, however, 
the improvements made by either party is of patentable nature, then 
the same is to be passed on to the other party on the terms and con-
ditions to be mutually agreed upon. 

5.24. In the case of agreement of Cochin Shipyard no limitation 
regarding transfer of know-hOW/improved know-how to other 
Indian Party was imposed on the collaborator as such situation was 
not anticipated. 

5.25. ThE" representative of Lubrizol (I) Ltd. during evidence 
stated:-

"All collaboration agreements are cleared by the Government 
of India and to that extent, it should be very easy for that 
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centrallsed agency to ensure that the same collaborator 
does not part with the same technology to more than one 
party in India. " 

"'It would be worthwhile keeping in view whether the public 
sector should operate exclusively in a sheltered fashioD 
that is, almost as if it should be the sole person in that 
field or would the public sector be always on its toes if it 
is provided with some competition through the private 
sector? If it is felt that it would add to the efficiency of 
the public sector by making it operate in a competitive 
field, then there should be no objection to a foreign colla-
borator being permitted to give the same technology to 
another party within the country." 

5.26. To an enquiry by the Committee whether a foreign firm 
who has got collaboration with any public sector undertaking should 
not be prevented from entering into collaboration with any private 
;sector for the same product or technology, the representative of IOC 
xeplied:-

"I do not think I can agree on this point" 

B. PATENTED PROCESSES AND PATENT RIGHTS 

5.27. To a question by the Committee whether government have 
'Considered inclusion of provision in all collaboration agreements for 
transfer of technology and know-how especially in patented pro-
-cesses to any other Indian company either in the public or private 
-sector. 

The Department of Industrial Development have stated that iD 
the approvals issued for foreign collaborations the standard clauses 
which are now invariably included are as follows:-

(i) The Indian Company should be free to sub-licence the 
technical know-how product design engineering design 
under the agreement to another Indian party, should it be-
come necessary. The terms of such sub-licensing will, 
however, be as mutually agreed to by all parties con-
cerned including the -foreign collaborators and will be sub-
ject to the approval of Government. 

(il) In case the item of manufacture is one which is patented 
in India, the payment of royalty /lumpsum payments made 
by the Indian company to the foreign collaborator for a 
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period of agreement mentioned in condition above shall> 
also constitute full compensation for use of the patent: 
rights till the expiry of life of the patent and the Indian 
company shall be free to manufacture that item even after-
the expiry of the collaboration agreement, without mak--
ing any additional payments. A specific provision in this-
regard must be incorporated in the collaboration agree-
ment to be entered into between the two parties. 

It would be seen that as a consequence of imposition of the above-
conditions, the recipient of the technology has full freedom to trans-
fer the technology to other Indian enterpreneurs and, on completion 
of the period of the agreement, he is free to manufacture in his own 
right the item/items for which the foreign collaborator holds the-
patent. 

5.28. The Department of Heavy Industry have stated that efforts· 
to get such provision incorporated in all foreign collaboratiom 
agreements are now made in every case. 

5.29. The Ministry of Petroleum and Chemicals have stated that 
the conditions under which foreign collaborations are approved in-
clude the standard clause. 

5.30. The Ministry of Defence (Department of Defence Produc-
tion) have stated that though according to the general guidelines--
prescribed by Government for foreign collaborations, su~ha provi-
sion is required to be included, the foreign collaborators do not in· 
all cases agree to such a clause. 

5.31. To a question as to why do the Government agree to pay-
m~nt of additional royalty or lumpsum payment for inclusion of-
clauses regarding transfer of know-how the Department of Indus-
trial Development have replied that for inclusion of the sub-licens-
ing clause in the agreement no additional payments are to be made. 
HOlY/ever, for actual transfer of the know-how on sub-licensing to 
another entrepreneur payments have to be made to the foreign col-
laborators which appears to be quite legitimate. 

5.32. The Department of Heavy Industry have stated that "we 
are not aware of any collaboration agreement entered into by any-
public sector undertaking where prOvision for the payment of addi-
tional royalty, for merely inserting clauses regarding. transfer of-
know-how has been made'" 
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.5;33. The Ministry of Petroleum and Ch~mtica1s have. stated:-

"The consideration paid to the foreign collaborator depends 
~poi1and~elateto specific services. Where horiZOntal 
transfer of know-how is involved, payment of additional 
royalty or lump sum payment may have to be agreed to. 
However, in the field of petrochemicals, we are not aware 
of a separate payment meant to cover this provision." 

;5.34. The Ministry of Defence have stated that--

"This is because the foreign collaborators- would not otherwise 
agree to a stipulation providing for the transfer of know-
how obtained under the collaboration agreement to 
..another party." 

5.35. The Bureau of Public Enterprises, Ministry of Finance have 
$tated that "our guidelines to public enterprises stipulate that in 
future collaboration agreements it should be provided that horizon-

-.tal transfer of technology to other parties would be permissible." 
I 

5.36. The Department of Atomic Energy have stated that "it will 
be difficult to insist on the inclusion of provision for transfer of 
-technology in patented process as the foreign parties are not willing 
'to transfer such process." 

5.37. In regard to the question whether Government have con-
:sidered the question of making transfer of technology which has 
Deen assimilitated to new entrepreneurs obligatory instead of allow-
ing purchase of technology from outside in the same or similar fields, 
-the Department of Industrial Development have stated that "while 
.considering foreign collaboration applications, wherever it is found 
-that an Indian entrepreneur has absorbed or developed the requisite 
technology, horizontal transfer is considered before allowing direct 
import of technology; but if it is found that horizontal transfer is 
not practicable direct imports of the technology are also allowed,. 
l1nder existing laws it may not be feasible to make it obligatory 
'onentrepreneurs to transfer technology which has been imported by 
1:hem from outside. However, in the case of public sector undertak-
ings it maybe possible sometimes to administratively impose such 
'Conditions." 

5.38. The Department of H~vy Industry hAve. ~tated that "it is 
:always the intention to arrange horizQrital t!ansfer of technology 
'wherever it is possiole, though. there ,are certaip limitations in this 
Tegard and as such it is notconSid~re'd practidt~leto make it obliga-
~ory in all cases:'" . . 
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5.39. The Ministry of Defence have stated that "this may neecl 

special legislation in order to cover the private sector industries also~ 
But even if such a legislation is promulgated, it may not in practice 
achieve the desired results in all cases because of luke-warm Coope-
ration from the concerned units, particularly if transfer of techno-
logy is against their commerrial interests." 

Sub-Licensing of Technical know-how by Indian parties to other 
Indian party 

5.40. In regard to the question whether it is necessary to import 
\he same technology a second time, when technology know-how is 
developed and when Government invariably imposes a condition in 
all foreign collabora.llon cases to the effect that the Indian company 
shall be free to sub:ricence the technical know-how/product design/ 
engineering design under the agreement to another Indian party,. 
and how it is proposed to avoid such an import, the Department of 
Industrial Development have stated that the circumstances in which 
repetitive import of technology of this nature may be unavoidable 
are as follows:-

(i) Where due to the presence of some secrecy clause the-
Indian entrepreneur is not permitted to transfer the tech-
nology to another entrepreneur. It may be added that 
such clauses are not allowed to be included in agreements 
now-a-days. However, where the technology has been 
received on the basis of agreements reached much earlier 
such conditions may exist to bar the transfer of techno-
logy to other Indian entrepreneurs. 

(ii) The technology absorbed by the Indian entrepreneur may 
have been rendered obsolete as a result of rapid technical 
developments in the same field abroad making it worth-
while to import the new technology. 

(iii) The terms of transfer of technology between the Indian 
entrepreneurs have to be mutually agreed upon and in 
case the recipient is not willing to transfer the technology-
on the terms offered we have no means of compelling him 
to do so. 

[n such circumstances also direct import of technology has to be 
considered. It may, however, be stated that technical authorities 
such as Directorate General of Technical Development attempt to-
bring entrepreneurs together for facilitating the transfer of techno-
logy wherever feasible the Foreign Inve9lment Board allows re-
petitive import of technology only when it is found to be unavoid-
able. f 
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6.41. The Ministry of Petroleum and Chemicals have stated that: 

"It may be necessary to import the same technical know-how 
a second time if it is available on a non-exclusive basis 
or is not fully develop-ed in the country." 

5.42. To an enquiry by the Committee whether a clause regarding 
sub-licensing of the technology to third parties is uniformly and 
consistently incorporated in the case of all agreements with 
foreign collaborators and whether inclusion of such a clause is 
essential; the Department of Industrial Development have stated 
that:-

"A sub-licensing clause is almost invariably include in the 
transfer of technology agreements except in very excep-
tional cases where in view of the importance of the 
collaboration a relaxation is made so that the proposal 
does not fall through only on this ground. The inclusion 
of such a clause is comidered essential but in very rare 
cases exceptions may have to be made fur the reasons 
stated above." 

The Ministry of Defence have stated that-

"It is not possible to include such clause uniformly in all 
foreign collaboration agreements." 

5.43. The Ministry of Petroleum and Chemicals have stated that 
this may not be agreed to by some of the foreign collaboratt.:>rs. 

5.44. It has been stated by the Ministry of Industrial Develop-
ment that the payments for patents are generally considered as part 
of the overall collaboration agreement but in caSElS where only 
patent rights are required 1x:l be obtained, there are precured on a 
lump-sum basis. 

5.45. FCI have stated that the question of buying patent right on 
outright basis has been under consideration but no foreign collabo-
rator except Techno-export of Bulgaria who have granted licence 
for production of sulphuric acid on the basis of pyrites on an ex-
clusive basis, have agreed to grant the licence on an exclusive basis. 

5.46. FACT has stated that usually in the chemical manufacturing 
plant, patents are not purchased on outright basis, as it will entail 
a very bigh initial payment, but on tke basis of a fee for each plant 
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to be reduced gradually when services drawn from .the oollaborator 
are reduced 

5.47. Out of 53 undertaklngs which supplied information to the 
Committee except GRW (Air Compressors and Diesel Engine), 
IPCL (Universal Oil Products), IL (Agreement with Mis. Prommash-
export) and Mazagon Dock, the agreement is said to provide for 
indemnification against any possible infringement of patent rights, 
in those undertakings where this clause is applicable. 

5.48. IPCL have stated in their post evidence reply that they 
have not insisted upon infringement clause, as Universal Oil Pro-
ducts is stated to have said that in their (collaborator's) experience 
of licensing for a number of years in many countries, till October, 
1970 no law suit had been instituted. The Collaborators protection 
is said to have been ensured in the agreement of HMT. It has been 
further stated that suitable clause it:> safeguard the interest of the 
collaborators against infringement of patent rights by third parties 
should be included in the agreement. 

5.49. Instrumentation Ltd. have stated that in their agreement 
with MIs. Prommash-export, it has been provided that in case of any 
dispute on any question of patent right, the parties will consult each 
other for mutual settlement. Their agreement with Mis. YH is 
stated to have provided for infringement of patent rights. 

5.50. It has been stated that generally a limitati>:>n is placed on 
the foreign collaborator making available the same patent right or 
trade-mark to another party in India. The agreements of BALCO 
(except with Mis. Chemiokomplex in repect of Ratnagiri project). 

5.51. BHEL, BHPV, Cochin Refineries, FACT (in some cases), 
FCI, GRW, Hindustan Insecticides, HZL, IDPL, IOC (Refineries), 
IPCL (except Acrylic Fibre Project with Mis. AsahilKobe/C Itoh 
Japan),I.L. (agreement with MIs. Prommash-export), Machine Tools 
Corporation and MECON however, do not contain any limitation on 
the foreign collaborator in this regard. 

5.52. Asked as to how the Government ensures that in case'S where 
no limitati·.)n is placed on the foreign collaborator making available 
the same patent rights to another party in India. It does not adversely 
affect the interests of the undertaking which originally acquired the 
rights, FeI have expressed the opinion in their Post Evidence Reply 
that in the fertilizer field, the demand for the feitiJiz1!r b fah-Iy 
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.large and if some further plants are put up by another party, it is 
lor the Government to ensure that the demand f61'the additional 
. fertilizer to ~ produced by the new company exists and the new 
company can be allowed to take the process from the foreign colla-
borator. 

5.53. BHEL has stated that no restriction being placed on their 
foreign collaborator has not adversely affected them. 

5.54. BHPV have stated that while there is no specific stipulati>;m 
in the agreement itself, DGTD should not allow another Indian 
Party to enter into these fields of business, unless such course will 
not affect BHPV's interest adversely .. 

5.55. The licences granted to IPCL, it is stated, have not been 
granted to another party within the country.. IOC (Refineries) have 

. stated that no limitation ~an be imposed on their foreign collaborator 
fo, licensing the same process to other parties in India as their 
licensor gives only a non-exclusive right to use their process. They 

.. have further stated that as this has not in any way affected the 
production or sale of products, no adverse effect is felt. 

5.56. To a question as to whether permission to pass the patent 
rights or trade marks on to another Public Sector Undertaking and/ 
Or to Indian/Foreign-Company generally available, the Ministry of 
Industrial Development has stated that the condition, that"the Indian 
company should be free to sub-licence the technical know-how / 
product design/Engineering design under the agreement to another 
Indian Party, is incorporated in all foreign collaboration approvals. 
Most of the undertakings have stated that this stipUlation is general-
ly available subject to payment of the fees stipulated. Bokaro Steel 
have stated that such documents shall not be transferred to any 
foreign physical or jurisdical entities without prior consent of the 
collaborators. 

5.57. FCI have stated in their post-evidence reply that a few 
contracts have incorporated the same and even in those cases where 
it has not been incorporated specifically in the collaboration agree-
ment, the collaborators have never refused to give the p~Jcess to 
another company in the public/private sector. 

5.58. BHEL have stated that most of their collaporator~ agree to 
BHEL sub-licencing the nghts granted to a.n9therlfl'4i~n, P~rty with 
prior approval of collaborators on terms to be mu1:ually settled. 
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5.59. The right to pas, the patent right or trade marks to another 
Public Sector Undertaking is said to be available in the agreements: 
of HMT. 

5.60. The agreement of IL is said to contain the provision that. 
the Company may assig!1 its rights to a company in which the G:>v-
emment of IIndia or IL has controlling share holding interest. 

5.61. The agreement of BALCO is said to contain the provision 
for transfer of know-how to any other Government Company-
Company. 

5.62. However, IOC (Refineries) have stated in their Post evi-
dence reply that these rights are generally neither available nor-
sought for, though sub-licensing can be negotiated, if required, by 
payment of a suitable price related to the number of units and their-
capacities. 

5.63. BEML have stated that as trade marks are specific identity 
of the collaborators and cannot be used even by the Indian organi-
sations entering into the collaboration agreement the questit;)n of 
passing it tin to other Public Sector Undertakings does not arise. As 
regards patent rights, these can only be passed on after the expiry 
of the aireement. 

5.M. IPCL have said in their Post Evidence Reply that the right 
to pass the patent rights or trade marks on to another Public Sector-
Undertaking is not generally available and that it would be useful 
to have such rights. 

5.65. To a question as to whether the patents or trade-marks 
transmitted to the undertaking given them the exclusive rights in 
India and whether the Public Undertaking is entitled to continue the-
use of patents after the collaboration agreement expires, it has been 
stated by the Ministry of Industrial Deve}t,Jpment that though the 
question of exclusive rights in India would depend on the provisions 
made in individual. agreement but as regards the use of patent rights 
after the expiry of collaboration agreement, the guidelines lays down 
that the payment during the initial period of agreement. should also 
constitute adequate compensation for the use of patent even after 
the expiry of the collaboration irrespective of the nfe of the- patent. 
Most of the undertakings have stated that the patents/trade marks 
transmitted give them exch~sive rights in India and also entitles 
them to continue to use the patents/trade marks: after tlie: exllUy of 
the collaboration agreement. 
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5.66. The Committee note that in approvals issued for foreip 

collaboration Government invariably imposes a ;condition to the-· 
effect that Indian company shall be free to sub-license the technical 
know-how, product design/engineering design under the agreement 
to another Indian party, the temis of sub-licensing' being as mutually' 
agreed to by all parties concerned including the foreign collaborators. 
and subject to the approval of Government. 

5.67. The Committee feel that a mere provision in the agreement 
for permitting horizontal transfer of technology may not fully sub-
serve the objectives unless the undertakings importing technology 
build up their own engineering and R&D organisation to assimilate,. 
update and indigenise the technology and effect improvements. as 
required, 

5.68, The Committee have already suggested that Government 
should, for purposes of screening and selection of technology, con· 
sider nominating a leader public undertaking which on account of 
its R&D, managerial strength and technology expertise in the parti-
cular field, has acquired a standing in the industry. The Committee-
feel that such leader organisations in different sectors may be con-
sidered as agencies for absorption of techno;ogy and transfer to 
other parties in India. Such leading agencies should have close-
coordination with CSIR, NRDC, Department of Science and Tech-
nology etc. 

5.69. The Committee are informed that the foreign collaberators 
usually resist the inclusion of such a clause. The Committee feet 
that a clause permitting the undertaking to sub-license tbe techno-
logy shOUld be specifically incorporated in all the foreign collabora-
tion agreements. 

5.70. The Committee need hardly stress that any provision reS. 
tricting sub-licensing or lateral transfer of technology results in 
repetitive import -of the same t~hnology or creates the problem of' 
mUltiplicity of collaboration which besides entailing avoidable 
foreign exchange introduces a variety of standards of various coun-
tries for similar products, different standards for raw materials, 
spares, designs specifications thus hindering standardisation anet 
variety reduction which may be essential for bnproving productivity 
and reducing costs. 

5.71. The Committee also find that there is no uniformity in-
regard to inclusioD of • provisioD in tile agreements with foreip 
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,eollaborators placine a limitation on them to make available tile 
c.same technology or a slightly advanced know-how to any other 
party in India. The Committee would like Government to coDBider 
including this provision uniformly in all foreign oo1laboration agree-

:ments' in the interest of avoiding repetitive import of technology. 

5.72. The Committee are also informed by NIDC and Department 
of Heavy Industry that manufacturing units in private sedor are 
averse to the idea of transferring teehnology to another Indian 

·-eompany because they do not want any competitor to come up in 
the same field. The Department of Industrial Development have 
stated that in case the recipient of teehnology is not willing to 
transfer the technology, they have no means of eompelling him to 

, do so. The Ministry of Defence feel that a special legislation may be 
needed to make transfe'r of technology obi:igatory in order to cover 
private sector indu~ies though it may not in practice achieve the 
desired results in all cases particularlY if the transfer of teehnology 
is against their commercial interest. The Committee feel that the 

,overriding consideration in such cases should be the national interest 
and not the interest of an individual unit. The Committee recommend-
ed 'that Government may consider equipping thfttnsel'ves with 
powers, statutory as well as administrative, to make it obligatory 

,on the part of recipient of foreign technology to transfer it to another 
Indian party in cases where such a transfer is considered essential 
in public interest. 

5,73. The Committee would like to emphasise that there should be 
no question of import of technology by a private sector where the 
know-how for the product already exists in the publie sector. 

5.74. The Committee find while generally no limitations are 
placed by foreign collaborators in making available the know-how 
and technology to any other party in India, restrictions are imposed 
on certain patented processes where transfer could be effected only 
with the consent of the collaborator at probably reduced cost. 
According to the approvals for foreign collaboration, the standard 
clause provides that in ca<;e of item of manufacture is one which is 
patented in India, the payment of royalty/lumpsum }Ulyments made 
by the Indian company to the foreign cOllaborator for the period of 
agreement shall also constitute full cmnpensation for use of the 
patent rights till the expiry of life of the patent 8Ild the Indian 
company, ~hall be free to manufacture, that item even ~r the 
expiry of the collaboration agreement • wi~out making any atMitional 
payments. A sj,eelfic provision m tbis regard bas to be inCOI'pOl'Bted 
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in the collaboration agreement to be entered into between the two-
parties. 

The Committee are informed that in the case of BEML hori-
zontal transfer of technology of the processes that are patented, is 
not normally ailowed. IOC has stated that a patented process cannot 
be transferred to any other party without paying some royalty to, 
the foreign collaborators. 

5.75. As it is likely that numerous worthwhile pro«:esses might 
have been, patented already before the foreign collaboration agree-
ments are signed, the restrictive law/practice obtaining in this. 
regard may place a number of such processes under virtual embargo· 
so far as their horizontal transfer/sub-licensing is concerned. The 
Committee suggest that Government should examine the question· 
from legal and national point of view and see how there can be 
free flow of technical know-how etc., patented as well as non-
patented from one Indian, party to another so that repetitive import 
of the same or similar technology can be avoided in largeu national 
interest. 

5.76. The Committee note that payments for patents are generally 
considered as part of the overall collaboration agreement but in cases 
where only patent rights are required to be obtained; these are pro-
cured on a lump-sum basis. They are informed that norma;ly foreign: 
collaborators are not agreeable to grant patent rights on outrights 
or exclusive basis. In Chemical manufacturiTlg plants; patents are' 
not purchased on outright basis as they entail a very high initial 
payment. The Committee are inf9rmed that a large nnmber of' 
agreements entered into by Public Undertakings there is no limita-
tion on the foreign collaborators making available the same patent 
right or trade marks to another party in India. BREL & IOC (Refine-
ries) have stated that lack of any limitation on foreign coliaborator .. 
in this regard has not adversely affected their interestS'. FCI and DR-
PV have stated that it is for the GovemmentfDGTD to decide whe-
ther or not the foreign collaborator should be allowed to grant patentt 
to another Indian company also, keeping in view the demand of the 
product. 

5.77 Th'! Committee feel that since Government have the regula-
tory powers, they should etlsure that where patent rights have been 
obtained in public sector there should be no question of any other 
unit in private sector getting these patent rights at avoiclable oosts_ . 
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VI 

COLLABORATION AGREEMENTS 

A. Duration of agreement 

6.1. The duration of agreement for foreign collaboration is restric-
-ted with a view to limiting the outgo of foreign exchange and obvia-
·ting the necessity of continued dependence on foreign collaborator. 

6.2. According to the policy of Government, collaboration agree-
ments should be approved normally for a period of 5 years from the 
date of agreement or 5 years from the date of commencement of pro-
duction, provided production is not delayed beyond a periorl of 3 years 

"from the date of signing of the agreement (Le. a maximum of 8 years 
from the date of signing of the agreement). Within this period, the 
Indian Company should develop and set up their own design and 
research facilities so that continued dependence on foreign collabora-
tion beyond this period will not be necessary. Where for development 
of manufacturing facilities, the gestation period required is longer, 
the overall duration can be extended. Further, in cases where it is 
felt that the effective period should be longer in order to enable the 
. Indian entrepreneur to absorb the technology a longer duration upto 
10 years is allowed. 

6.3. The following statement indicates the period of agreement sti-
pUlated in 1'33 collaboration agreements entered by public undertak-
ings which have furnished information to the Committee by the 
:Bureau of Public Enterprises, Min. of Finance:-

0--5 years 
5--10 years 
beyond 10 years 

No. of agreements 
14 
34 
85 

6.4. From the views expressed by 53 undertakings about the dura-
tion of the agreement, it is seen that as many as 35 undertakings 
bave stated that there should be restriction on the duration of colla-
boration or a time-limit with regard to collaboration although there 
has been some difference in views in regard to the period. Hindustan 
Organic Chemicals are in favour of a limit on period of collaboration 
but have suggested that penalty clauses should also be prescribed for 
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-delay on the part'of the collaborators to fulfil their obligations within 
the stipulated time. Madras Fertilizers have stated that such restric-
1ion is essential depending on the nature, purpose and scope of colla-
Iboration. Machine Tools Corporati'On of India, BOGL -and MAMCO 
have stated that the duration of agreement shOUld not be less than 
.5 years. Engineering Projects (India) Ltd. have stated that the time-
limit of 7 years in the collaboration agreement with DEMAG is consi-
-dered reaS'Onable as shorter duration would not permit recipient com-
panies to obtain konw-how of developments made in future and to 
-fully absorb such technology. A few undertakings (HEC, HPF and 
1IMT) have stated that duration of agreement may be 5 to 10 years in 
most cases. Some other undertakings (BEML, BHPV and IPCL) have 
stated that 10 years period is considered reasonable, another under-
taking (Lubrizol (II) Ltd.) has suggested 10-15 years and still another 
undertaking (HMT) has suggested that it may be even 15 years in 
"Some cases of higher sophisticated technology_ IDPL have suggested 
that the pel"iod of agreement should be 5 years ex eluding gestation 
rpeI'iod. 

6.5_ RichardS'On and Cruddas and Jessop & Co. have stated tha-' 
-for certain sOphisticated lines of technology where the production' 
-takes a longer time it would be necessary to consider permitting a 
-slightly longer duration. 

Co chin Shipyard Ltd., Bharat Earth Movers Ltd. Garden Reach 
'Workshops, HPF have stated that the main factors which will deter-
mine the duration are sophistication of the technology and the indus-
trial base and as such it may not be possible to lay down ~ny h:'rd 
and fast rule. It will vary from product to product and technology 
to technology. 'I 

6.6. Bharat Heavy Electricals Ltd. have stated that duration of an 
.agreement should be with due consideration for the gestation period 
of the product and the time required for the absorption of technology. 
Bharat Heavy Electricals Ltd. and FACT have added that there should 
De provision for extension of duration of agreements. 

6.7. Some undertakings (BALCO and IOC) have suggested that 
"the period 'Of agreement should extend to one year after the guaran-
"tees are fulfilled or provided and one undertaking (IRE) have stated 
that it should extent to 5 years from commencement of produ~ti();}. 

6.8. Lubrizol (I) Ltd. and IPCL have stated that it would not be 
in the interests of their undertakings to impose a time-limit on the 
period of agreement. 
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6.9. In the case of Tungaphandra Steel Products initial agreem,ent-
was for 7 years and it was extended for 5 years. In the case of NMDC-
(Donimalai) the initial agreement was for 10 y.ears and it was ex-
tended for a further period of 5 years. While Rourkela and Druga-
pur have stated that there should be suitable provision for exten-, 
sion, Bokaro Steel have stated that the duration of agreement may 
be extended on mutual consent of the parties if required. 

6.10. During evidence, the representative of Bharat Heavy ElectIi-
cals Ltd. sta.ted as under:-

"As for the period of agreement, it depends upon the type of 
product or process for which we take out a licenre. There 
are certain cases, particularly in the case 'Of BHEL where 
we have large capacity turbines or in regard to nuclear 
products and it goes into operation, ~ years pass. So 
to restrict the period of a. licence agreement to five years 
or seven years is not practicable, nor desirable. The period 
'Of the collaboration agreement should depend upon the type 
of product/process for which we take out a licence." 

It has been added that there should not be any hard and fast rule. 

6.11. The Bureau of Public Enterprises have stated that the dur?-
tion will have to be decided on a case-to-case basis. The Department 
of Atomic Energy has stated that normally a period 'Of 5 years from 
the commencement Of production should be reasonable period to be 
stipUlated. 

6.12. As regards the extension of colla.borati'On agreements the 
Department of Industrial Development and the Department of Heavy 
Industry have stated that theSe may be considered in the following 
circumstances :-

(1) Where the gestation period becomes longer than expected 
the collaborati'On can be extended so that the period of 
effective agreement can run for the duration originally 
allowed i.e. 5 years or more as the case may be. 

(2) If it is found that for genuine reasons the Indi!ln enterpre-
neur requires some more time tQ absorb the technol'Ogy. 
the period can be extended. 

(3) If the Indian entrepreneur proposes to undertake manufac-
ture of certain n'?w items not already covered under the 
2.greement, extension Of the duration of the agreement can 
be allowed for transfer of technology relating to mJch new 
items. 



177 
, , ~ • # r~ ~ '" 

. (-4) Extension of collaboration ~c~n also be allowed wher.e subs­
''fa,ntial exports are inyolved' in order, to ,p.J:om~te .such 
exports. . .. 

. 'tJ 

It may .• e-- added that generally when exi~iisfon is allowed, the 
):ate of royalty pa.yrnent due to the C'Ollaborat6r is reduced . . ~ 

6.13. In reply to the ,question ·as to whet are-the' circumstances 
in which extension of agreements should be considered, the represen: 
tatives of some of the public undertakings in written information 
furnished to the Committee ha.ve stated that extensions of period of 
·collaboration agreements may be necessary on account of: delay in 
production/achievement of expected production which the prbcess 
is complicated there is unavoidable delay in transmission oj know-
how, technology is not fully transferred, essential components/as-sp.m-
blies are not availa.ble indigenously, where the gestation period for 
absorption of technology is usually longer, products have not. been 
manufactured during the operation of the agreement, indigenous 
expertise has not been built up and in a field in which rapid improve-
ments and developments are taking place, like cht::mical industry. 

6.14, 10 a written reply furnished aiter evidence the Ministry of 
Petroleum and Chemicals have stated that extension of agreement 
is considere.d on case to case basis. The relevant points for C'onsidera-
tion are duration of royalty payment, export restriction, confidentiali-
ty of know-how, transfer of ownership etc. 

6.15. The Department of Atomic Energy has stated that since 
the royalty is on a tonnage basis and if the anticipated production in 
the stipulated period is not achieved due to reasons other than design 
faults, extension of the period may be considered at. the proper time 
depending on the merits,.of each case. 

6.16. The Ministry of Defence have stated that the period of 
foreign collaboration agreements would ha.ve to· vary from item to 
item. Generally speaking, a collaboration period ranging from 5 to 
10 years could be considered reasonable: Extension is normally consi-
dered only where indigenous develop'meIit has not made &dequate 
progress during the existing term of collaboration. 

6.17. The Committee note that the policy of Government is that 
col1abor8tio~ agreements should be normaUy for a period of 5 years 
from the date ~f ~ent or 5 years from the date .. of commence-
ment of production ;provided production is not delayed beyond a 
·437 LS-13. 
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period of 3 years from the date of signing of the agreement i.e. a 
maximum of 8 years from the date of signing of the agreement. Dura-
tion can, however, be extended where for the development of manu-
facturing facilities, the gestation period required is longer, or where-
a longer period is considered necessBll'Y to enable the Indian entre-
preneur to absorb the technorogy, a longer duration upto Ift years 
may be allowed.. From the information gathered iQj respect of agree-
ments with public undertakings, the Committee find that the dura-

• tion of agreements has exceeded in fairly .arge number of cases the 
prescribed limit of 8 years. They would like that Government 
should make a critical review of such agreements with Q view to 
find out the specific reasons for such • long du_tion so that suitable 
remedial measures may be taken at least in the future. 

6.18. The Committee find that generally public undertakings are 
in favour of restricting the duration of collaboration although there 
is difference of opinion regarding the period. While some undertak-
ings/Ministries are of the opinion that duration may be decided on 
case-to-case basis, others have sug,gested different periods varying 
from one year after the guarantees are proved or fulfilled, to 15 years 
at the outside. The Committee are convinced that the collaboration 
agreements should be for a definite period which should be fixed on 
a realistic but strict basis even ab initio acCording to the merits of 
each case in close consultation with the undertakings, DGTD, National 
Commission on Science and Technology, Bureau of Public Enterprises 
etc. The Committee feel that there should be built-in mechanism by 
which absorption of technology is facilitated within the period of 
collaboration agreement. The administrative Ministry should take 
steps to monitor the progress of collaboration at different stages right 
from the commencement and also undertake a critical mid-term 
appraisal of the progress of collaboration in dose coordination with 
the Bureau of Public Enterprises. DGTD and NCST etc. with a view 
to taking suitable remedial measures in time so as to obviate the 
necessity of extending the period of agreement. The Committee also 
feel that the periOd of 5 years normally allowed for collaboration 
should not be taken for granted but it should be the endeavour of the 
public sector undertakings to reduce the period of collaboration to 
less than 5 years and attain self-reliance at the earliest by fully absorb-
ing and indigenising the technology and know-how. 

6.19. Since extension of agreements is likely to increase the total 
amount of royalty payments with consequent increase in the outgo 
of foreign exchange the Committee urge that extensions of collabora-
tion agreements may be granted only in exceptional cases where 
called for in the national interest and it should be ensured tbat the-
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objective for which collaboration was entered into are at least fulfilled 
within the extended period. The Committee also stress tlutt' requests 
f<w exteDSion of coftaboradon agreements should be made well in 
time say 12-18 DlGIlths before the expiry of the original agIeeIII.eDt 50 

that the matter can be reviewed in depth in consultation with all 
concerned and final decision communicated before the expiry Of the 
existing agreement to obviate any UDcerlaiDty. 

6.20. The Committee recommend that any extension of agreement 
beyond a period of 8 years should be brought to the notice of Parlia-
ment. 

B. Detailed Project Report 

6.21. In a written note furnished to the Committee the Department 
of Heavy Industry have stated that Government have laid down 
procedures for the clearance of the new projects, although for clear-
ance from Public Investment Board, there is no time limit envisaged. 
The administrative Ministry concerned, however, makes special efforts 
to expedite clearance by holding co'Ordination meetings. 

In addition to the administrative Ministry, various other agencjes 
like the Planning Commission, Construction, Production and Finance 
Divisions of Bureau of Public Enterprises, Ministry 'Of Finance, Plan-
Finance and Economic Affairs Division examine reasonableness and 
accuracy of the Project report is put up to Public Investment Board. 
If the investment is more than five crores, then it goes to the Cabinet 
Ccmmittee on Economic Policy ~nd Coordination. 

It is necessary that the Government as wen as the Undertakings 
should follow the time-bound programmes for getting the project 
report cleared although it will depend in each case Upon the ccmpJe-
xity of the Project. Government gUidelines for the preparation vf 
the Proje~t Report should be adhered to. 

6.22: The Ministry 'Of Petroleum and Chemicals have stated that 
"the DPRs are examined in consultation with the Technical Cells 
of the administrative Ministry, D.G.T.D., Pr"Jject AppraisaL Division 
of the Planning Commission, the BPE and the Ministry Of Finance." 

6.23. The Bureau of Public Enterprises, Ministry of Finance have 
stated that 'r'there is a detailed procedure laid down for the check and 
clearance of DPRs and We expect that there should be no delays in 
future." 

6.24. The Department of Atomic Energy have stated that "a work-
able solution to avoid delays in the clearance of DPR would be to 
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<;Qlls~tUtp > &1 Committee' comprisin:g' "the nominee (experts)' of the 
various, ~istries involved'in the decision ma~ng aria'sit once or 
twice as a Clmmitt2e and :.obtain clarifications from the representa-
~ves of the Public Undertakings. Th!s sh6uldenable them to take 
a final decision., TlUs would avoid delays in referring the DPR to 
various ministries one ,after' the other and then proposals moving 
through various levels in' the ministries:" : 

6.25. In regard to the question whether the DPR prepared by the 
foreign collaborators is got scrutinised by a. competent consultancy 
organisation in India to verify the reasonableness or the accuracy of 
DPR before its final approval, Bharat Coking C031 has stated that 
"detailed project report wiII be prepared by Indian team only, with 
active association of Polish team. The DPR is scrutinised by a techni-
cal committee headed by Director (Techn.) before it is approved and 
sent to the Board for final sanction." 

6.26. BALCO has stated that "the DPR is scrutinised by the techni-
cal officers of the Company and represent~.tives of Indian consultancy 
firms in the first instance and thereafter it is examined by the Gov-
ernment with the assistance of technical officers of the Department 
of Mines, BPE and the DGTD. The opinion of other techni:::al per-
sons/consultants is taken wherever considered necessary." 

6.27. Bharat Ophthalmic Glass has stated that "DPR prepared by 
Mis. Promashexport was not scrutinised by any consultancy in India 
but that was critically examined by a group of technical experts ap-
pOinted by the Government." 

6.28. Bokaro Steel has stated that "the DPR prep!red by the Soviet 
Organisations was examined by a technical Committee consisting of 
experts in steel including both from public sector as well as private 
sector organisations which also included representatives of DASTURO 
(Indian consulting engineers), Railways, DGTD, NMDC, NCDC." 

6.29. Engineers [ndia Ltd. has stated that "in the case of three 
foreign collaboration agreements the arrangements were finalised 
only after taking into account the recommendations of Expert Com-
mittees set up by Ministry of Petroleum and Chemicals." 

6.30. Hindustan Photo Films Mfg. Co. has stated that "the propo-
sals are verified for its reasonableness and accuracy by the Govern-
ment agencies such as, Finance Ministry, Planning Commission and 
the administrative Ministry etc. before the DPR is approved." 
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6.31. Rourkela Steel has stated that the DPR for· one million ton 
stage was prepared by IGKD, West Germany, and the same was 
examined by the then Ministry of Production in consultation with the 
concerned Ministry Railway Board; Tariff Commission and the repre-
sentativ~s of Tata Iron and Steel Company. They had also appointed 
an ad hoc Committee tol study the Report 

6.32. Hindustan Teleprinters and lIT! have stated that in their case 
no DPR was required to be prepared by foreign collaborators. How-
ever, various terms offered by the Foreign Collaborator were examin_ 
ed by a team of technical experts. 

6.33. Hindustan Zinc Ltd., has stated that "the DPR prepa.red is 
scrutinisea by the Technical Officers in the Department of Mines, 
BPE and the DGTD. The opinion of other technical persons/consul-
tants is taken wherever considered necessary." 

6.~4. Indian Oil Corporation has stated that "in the case of detailed 
project report prepared for Gauhati, Bara.uni and Gujarat Refineries, 
the DPRs were scrutinised by a team of experienced laC's engineers 
and scientists from the Indian Institute of Petroleum were also asso-
ciated in the scrutiny. At that time there were no Indian consultancy 
firms experienced in the line whose services could be utilised in the 
scrutiny 'Of DPR. Subsequently in the case of Haldia Refinery and 
other projects, Engineers India Ltd. have always consulted and have 
taken active part in the scrutiny of collaboration agreements and 
DPR." 

6.35. Instrumentation Ltd. has stated that the DPR in the case of 
Russian collaborators was prepared by the collaborators and scrutinis-
ed and verified by NIDC. 

6.36. Machine Tools Corporation of India has stated that in the 
case of grinding machine tool project the DPR prepared by the foreign 
collaborators i.e. Technoexport of Czechoslovakia, was got scrutinised 
by the NIDC/MAMCO has stated that DPR prepared by foreign col-
laborators is scrutinised by the Indian Consultancy Organisation or 
by special technical team appointed by GovernmentlPr.Jject Authori-
ties for the purpose. 

6.37. Richardson and Crudda.s Ltd. and Jessop & Co. have stated 
that whenever the DPRs are prepared by the foreign collaborator:;;, 
these are cross checked with the Proje~t Appraisal Division of the 
undertaking concerned and by the specialised agencies like the Bureau 
of Public Enterprises before these are approved by the Government. 
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6.38. Bharat Heavy Electricals Ltd. has stated that "Government 
has laid down procedures for the clearance of the Proje:t Report 
for schemes. In the process for the clearance from the Public Invest-
ment Board, there is no time limit envisaged. With reg3rd to the pro-
cedure fDr clearance, the Administrative Ministry takes special efforts 
to expedite clearance by holding cDDrdination meetings." 

6.39. LubrizDl (India) Ltd. has also stated that "no time table 
has been laid dDwn for clearance out stages of DPR and as a result it 
becDmes necessary tD vigorously pursue the items with the Depart-
ments concerned." 

6.40. Bharat Earth Movers Ltd. has stated that the reasonableness 
'Of DPR was verified by a Technica.l Committee constituted by the 
Government. 

It has been seen that administz-ative delays in approving the DPR 
also result in increasing the cost of the project with increase in the 
liability on account of foreign collaboration. In this connection, the 
Committee desired to know as to what steps are proposed to be taken 
to safeguard the interests of the Undertaking/Government and keep 
the cost down. 

6.41. BALCe has stated th3t Public Investment Board has been 
set up under the Chairmanship 'Of the Finance Secretary to expedite 
approval of DPRs. 

6.42 BALCe, BEML and Instrumentati·.)n Ltd. have stated that 
time limit should be fixed/evolved for approval of DPR by the diffe-
rent departments/division of Government tD avoid delays. 

6.43 Bharat Coking Coal has stated that once the DPR is approved 
by the CDmpany's Board after due technical scrutiny, pending the 
GDvernment sanction, the scheme ShDUld be initiated. A financial 
sanction being a percentage 'Of total outlay shDuld be allocated and 
the prDject 'Officer appDinted SD that preliminary work etc. cDuld start 
cutting delays. 

6.44 Bharat Heavy Plates and Vessels Ltd. has suggested that 
approval of DPR should be given within a reasonable time so that 
the cost 'Of project can be kept within the limits mentioQed in the 
DPR. They further suggested that in view 'Of the fact that the phenD-
menDn 'Of cost escalatiDn has becDme regular feature there appears 
tD be no solution but to prDvide for certain percentage to meet the 
contingencies of cost e3Calation. 
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6.45. FACT has stated that administrative delays are inevitable 
in so far as DPRs have to be studie~ and analysed by the concerned 
Governmental departments to ensure that all aspects that have 1x> 
be looked into in the DPR have been fully and sathfactorily covered. 
Such a detailed scrutiny is necessary so that the work projects pre-
sented for implementation are in keeping with national goals and 
-objectives and that they are not contrary to the Government pt.)licies 
and directives. Further such a scrutiny is necessary as this ensures 
that national wastages are not incurred in implementing projects 
which aim at producing products for which a sufficient market does 
not exist or for non-essential items. If in spite of such close exami-
nation by the Gt.)vernment delays do occur in the execution of pro-
jects, these delays must be attributed to the incidence of unforesee-
able and unexpected problems cropping up at later stages. 

6.46. Fertilizer Corporation of India Ltd. has stated that there 
are other reasons also than the delays in approval of feasibility re-
port/DPR that contribute to increase in project C'.)sts, such as diffi-
culties in availability of raw materials, delays in delivery of equip-
ment and labour problems etc. 

6.47. Hindustan Machine Tools Ltd. has stated that delay in app-
roval of DPRs by the Government results in increase in the cost 
of project. However, it is stipulated in the collaboratit.)n agreements 
that prices indicated therein in respect of supplies ar~ to be taken 
as firm by the Collaborator at least for one year/two years fmm the 
date of signing of the agreement. However nothing can be done in 
respect of other aspects like price escalation of imported plant and 
-equipment and with respect to construction, raw materials, indigen-
QUS machine/equipment etc. 

6.48. Hindustan Photo Films has suggested that an effective follow 
up must be maintained by the project team at the operating manage-
ment level, highlighting the time factor vis-a_vis the cost of the Pro-
ject. They have further stated that all project costs must be time 
bound, for acceptance within the stipulated; period and promptly 
reported to Government, where there is abnormal delays. 

6.49. Rourkela Steel Plant has suggested that to reduce the ad-
ministrative delays in approving the DPR study by all concerned 
authorities may be simultaneous and time limits for examination by 
various authorities may 'be fixed. 

6.50. Indian Oil Corporation has stated that in their contracts with 
the Rumanian and Soviet Union for rendering technical assistance 
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for preparation of DPR the time limit is invariably provided within 
which the DPR submitted by the collaborators ,has to be considered 
and its acceptance conveyed. 

6.51. Indian Rare Earths naS stated that delays in the administra-
tive approval of detailed project report t.)r of a project most likely, 
contributes in increasing the cost ot'the project. Certain percentage 
of escalation is provided in the cost esti~ates. However, the liability 
on account of foreign consultancy is indicated in the agreement as a 
definite figure not as a percentage t.)f cost of the project, so as to 
avoid additiori~l liability on this account.· I 

6.52. Richardson & Crudelas Ltd. and Jessops & Co. have stated 
that efforts are made to keep the prices of equipment's as far as 
possible for at least a 'period of one year from the date of slgning of 
the agreement. 

6.53. Bharat Heavy Electricals Ltd. has stated that it is neces,ary 
that the G.:>vernment as well as the undertaking should follow the 
time bou"nd programme for getting the project report cleared. 

6.54. Lubrizol (India) Ltd. has stated that it is a fact that delay 
in clearing proposals leads to increased cost-; of the project. 

6.55. Bharat Ophthalmic Glass Ltd. has stated that the DPR 
should be prepared in parts covering transfer of technology, supply 
of equipment, trai~ing of personnel etc. and each part should be 
cleared within a period of three months from submission. 

6.56. HEC has stated that they are in favour of a time limit for 
approval of DPR by the G.JVernment to ensure increases in cost do 
not upset financial feasibility in terms of return of capital of the 
project. 

6.57. The Committee note that Government have laid down pro-
cedures for the clearance of Bew projects although for clearance 
from Public Investment Board there is no time limit envisaged. The 
llliministrative Ministry concerned makes special efforts to expedite 
caarance by holding coordination meetings. The Detailed Project 
Report (DPR) is first got scrutinised by various Government agen-
cies, viz., Planning Commission, Bureau of Public Enterprises, 
Ministry of Finance, D.G.T.D. etc. and also by Public Undertakings 
concerned, and sometimes also by private sector experts and con-
sultancy organisations before the Proj...."'Ct Report is placed before the 
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Public: Investment. Board for, approval. If the investment is more-
than Rs. 5 crores; then it is also submitted to the Cabinet Committee-
on Economic Policy and Coordination. 

6.58. Although according to Policy Gqidelines, it is necessary that 
Government as well as undertaking should follow time-bound pro-
grammes for getting the project report cleared, the Committee-
have, during the course of examination of public undertakings come 
across several rases of abnormal delays in the approval of DPRs 
which had the effect of in"rc3sing the cost of the project as also 
the outgo foreign exchange. It has been stated by FACT that 
administl1ative delays are inevitable as the DPRs have to be criti-
cally studied by the various departments concerned to see that the 
projects are in keep!.llg with natio:J.a! goals and ohjc.dives and are 
not contrary to Government poliCies and directives and will not 
result in national wastages. While there cannot be two opinions 
that the DPRs should, as also recommended by the Committee in 
para 2.27 of their 68th Report on Bokaro Steel Ltd., be effectively 
scrutinised and properly appraised from all angles, the Committee 
do not agree that delays in the approval of DPRs are inevitable. 

6.60. The Committee agree with the suggestion made by the. 
Department of A tomic Energy that a workable solution to avoid 
delay may be to com.iii,ute a Commiaee comprising the nominees 
(experts) of the various Ministries involved in decision making, 
which may meet once or twice alongwith the representatives of the 
Public Undertaking within the stipulated period to resolve difficui-
ties if any, in order to expedite final decision. 

6.61. The Committee suggest that suitable time. limit should be 
fixed/evolved for approval of DPR by different Departments. and 
Divisions of Government within the total time schedule fixed. For 
this purpose the Committee suggest that Government. may evolve a 
procedure by which copies of DPR are made available to the con-
cerned DepartmentsjMinistries in time, so that consideration there-
of is not delayed. Once the DPR is approved there should not be 
any delay in communicating its approval. In case any delay is 
anticipated at least financial sanction to c(;·ver the immediate outlay 
should be communicated to avoid delay in initiating action for 
implementation of the Project. 

6.62. The Committee need hardly stress that any delay in the 
approval of the DPR not only escalates the cost of the construction 
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of the project which may adversely affect its profitability but also 
have far reaching adverse eftecf on the attainment of planned targets. 

6.63. Ttie Committee therefore, stress that an effective follow up 
should be maintained at all levels in the administrative Ministry 
and the undertaking concerned till the DPR is finally cleared by the 
Public Investment Board or the Cabinet Sub-Committee as the case 
may b0. 

6.64. The Committee have in the course of the examination of 
several Public Undertakings come across many shortcomings in the 
preparation of DPRs like non-inclusion of cost of township and other 
ancillary facilities, non stipulation of sequence of delivery of designs, 
drawings and supply of plant and equipment, non-inclusion of dates 
for ("ommenClelllent of commercial \production, not stipUlating the 
staff requirements at different stages, etc. The Committee have 
given their recommendations how these shortcomings have resulted 
in escalation of cost and delays in commissioning, and affected the 
marketability of products and ultimately the profita~lity. 

6.65. The Committee note that the Ministry of Finance have laid 
down a detailed procedure for checking and clearance of DPR. The 
Committee would like that an evaluation should be made of the 
working of this procedure with a view to further streamlining it and 
making the scrutiny more meaningful. 

6.66. The Committee Qre informed that the reasonableness and 
accuracy of DPR are examined either by consultancy organisation~ 
available in India in the field or by group of technical experts con-
stituted for the purpose. 

6.67. The Committee would urge Government that in addition to 
examining whether the Project fits in the broad pattern of economic 
development also consider, the economic aspects particularly the 
demand for the product, whether the cost would give adequate 
return, the installed and the likely additions to the Industry, market-
analysis, imports-exports policy, etc. 

C. Training 

6.68. 1:t will be seen from the statement at page 332 that about 1702 
persons have };>een got trained from abI'Qad by 50 publi: undertakings 
during the period 1969-70 to 1973-74. Persons were sent abroad to the 
nrms of collaborators with a view to get expert training in designing, 
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installation, commissioning and operation of the plants, designing of 
new plants j using the same process know-how/technology, produc-
tion of the licenced products and thus avoiding dependence on foreign 
collaborators with the ultimate object of attaining self-reliance in 
their respective fields of activities. 

6.69. In most agreements, turn-key or other-wise. entered into by 
Public Undertakings it has been provided that Indian personnel! 
engineers should be trained by collaborators and undertakings in 
general are of the view that a clause on training should form an in-
tegral pa.rt of the collaboration agreement. While in some cases of 
-separate provision has been made for making payment to the colla-
borators ~or training Indian personnel and in mo,t cases it is covered 
by the agreement and no separate payment need to be made for the 
purpose. A sum of over Rs. 58 lakhs was paid to the collaborators for 
training Indians abroad; besides an expenditure of over Rs. 109 lakhs 
and had to be incurred in sending 1702 Indian trainees abroad during 
1969-70 to 1973-74. 

6.70. Views of some of the undertakings in regard to arrangements 
for training of Indian personnel are as follows:-

BALCO has stated that the Indian Engineers should be associa .. 
ted with the foreign collaborators during designing stage 
and should be trained for maintenance and operation of the 
plants. The duration of training would depend on require-
ments in each case ?'1d keeping the professional back-
ground of each engineer in mind. 

BHEL has stated this will depend on the expertise that is 
already available within the organisation. In case of BHEL, 
in ea.rlier years, seven engineers were trained for three 
years, but presently BHEL is sending its experts in these 
for a period of few weeks only for appreciation purpose. 
There are certain areas where the expertiSe has not been 
adequately built up and when a new product is taken up, 
then this period varies from few weeks to a year. For every 
product/process the undertaking would have to develop a 
technology plan giving details of the training needs. 

BHPV has stated that the conditions for training of Indian 
Engineers must form part of the agreement for the transfer 
of know-how and not covered by a separate contract, as 
the absorption of know-how can take place at a quicker 
pace in the case of the former arrangement. Suitable claUse 
slrould be incorporated in the main agreement itself or 



188 

training of Indian Engineers at the collaborators works and 
design office. 

FCI has stated that it is provided in the collaboration agree-
ments that the foreign collaborator shall arrange, free of 
cost to FCI, for the training of FCI's operation and main-
tenance personnel in similar plants in their OWn country or 
elsewhere. Similarly, it is also provided that during pre-
paration of the basic design by the foreign col1aborator, he 
would allow FCIts engineers to associate themselves with 
the design work, at no additional cost to FC!. 

If a separate agreement is executed, then the foreign collabo-
rator would like to have additional considerati'On for giving 
training to Indian personnel whereas if it is included in 
t~e know-how agreement itself, then he could be persuaded 
to agree to give training to Indian personnel without any 
additional C'Ost. 

HEC has stated that it is preferable to have technicians trained 
at collaborators works rather than having foreign techni-
cians at the project premises. This is more advantageous 
as work relating to all the equipment in the production 
profile will not be under production during the periOd when 
foreign technicians are at our wOIlks. If our technicians are 
sent to the C':>Uaborators works, there is a greater chance 
of their being trained in manufacture of these equipment 
as the collaborators being established industrial units 
have a wide range of equipment under manufacture at 
any time. 

IRE has stated that it would be best to "impart inplant training" 
in the factory of the collaborators where the C'Ollaborators 
have existing plants in operation using the process, follow-
ed by an orientation in the Indi9.D plant before the com-
mencement of actual producti'On. 

6.71. During evidence, the Managing Director,· Instrumentation 
stated that:-

"I would prefer to send 10 of my engineer, for training there 
at a cost of Rs. 20 lakhs rather than get 4 experts from 
there to Indian and spend Rs. 2 crores on them." 

• At the time o)f factual verification it was stated that the Statement was 
Blade to illustrate the point. 
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6.72. On a point of clarification whether collaborators force on us 
to take so many of their persons ~or ,training, etc. he replied in affir-
mative and added that:-

"At that stage, we have to say, we know better. Unfortuna-
tely, some of us are not obstinate enough to stand up to 
their pressure and til then-ewe know better what we 
should do'." 

6.73. As regards arran~ments in H.S.L., the representative of 
SAIL stated that :-

"Foreign collaboration agreements have been there in 
Bokaro, Rourkela, Bhilai and Durgapur. All these 
were entered into prior to 1969. Simultaneously in HSL 
we had a design organisation named CEDB which has 
now been made into separate company called MECON. 
They entered into contracts for design know-how, one with 
the USSR and other with the United Engineering and 
Foundry Co. of U.S.A. The USSR collaboration was for 
consultancy and design. The contract provides for the. 
deputation of Soviet engineers to ITndia and Indian engi-
neers to the USSR for training. The agreement came 
into effect on 1-5-70 for an initial period of 5 years. Since 
then it has been extended by another 5 years. MECON 
is today in a position to undertake detailed engineering 
work for the setting up of steel plants. In respect of our 
one new steel plants and expansion of Bokaro and Bhilai, 
MECON are the principal consultants. This itself is a 
big step in achievement of self-reliance in design. This 
has been possible through the training of MECON engi-
neers abroad. During 1971-72, 37 Indian engineers were 
sent to USSR, in 1972-73, 43 were sent and in 1973-74, 35 
were sent. At the same time, engineers also came from 
the USSR; in 1970-71:12, 1971-72:18, 1972-73:20 and 
1973-74: 25. The contract provides for payment of 
cost to the USSR for guiding materials they would sup-
ply, salary and insurance of the &;)viet specialists deputed 
to India and air passage, for the specialists and their 
families. " 

6.74. In so far as the experience of Durgapur Steel Plant is con-
cerned, the General manager, I?urgapur Steel plant stated that:-

"In respect of collaboration, I may say that the training part 
in our cases was not good. In Russia in the case of 
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Bhilai, the officers were put actually on the job and they 
had to operate the machinery themselves and produce. 
In the case of Durgapur, these trainees were merely 
observers in the United Kingdom; that is not a right 
thing to do, I feel." 

6.75. Asked to comment if there was any defect in the collabora-
tion agreement in this regard, he added:-

"It was not clearly spelt out in the agreement; it was stated 
that they would be trained. If you send a trained man as 
an observer, he will learn. But a . r~w engineering 
graduate has to be actually on the job to get to know 
things. This was a defect in the agreement." 

6.76. As regards the utility and usefulness of training, the re-
presentative of MECON stated as follows:-

"We send a number of engineers to Soviet Union to absorb 
further training over there and come to strengthen the 
people who are doing the work right now. We have 
certain groups both at Ranchi and Bangalore which 
have specific assignments on the expansion of Bokaro and 
Bhilai. We have other groups which are being trained. 
These groups come and they reinforce the groups whom 
we have at home. So, self-reliance is being built-up in 
the nature of these young men. So far we have got our 
engineers trained abroad and some more are being 
trained." 

6.77. Explaining the fact that MECON had two collaboration 
agreemen~ne with USSR for the detailed engineering and 
planning of steel plants and the other with United Engineering 
Collaboration, U.S.A. for designing MECON'5 mechanical equip-
ments, he added that:-

"Training that our engineers receive is quite substantial and 
we are receiving access to all documents in detail from 
the first principles as is required. We have so far trained 
roughly 40 engineers." 

6.78. The Committee pOinted out that a large number of public 
undertakings had stated that training of Indian personnel by the 
foreign collaborators either in their planislfactories or India should 
form part of the main collaboration agreement but one undertaking 
had stated that it could be either way. The Committee also draw 
the attention of th~ Govemment to Para 7.14 of their 17th Report on 
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Personnel Policies and Labour Relations in Public Undertakings 
(1971-72, 5th Lok Sabha) wherein it was suggested that a number 
of Indians should be attached with non-Indian Personnel for pick-
ing up intricacies of the work and develop capability of handling it. 
In reply, the Department of Industrial Development, have stated 
that:-

"Provision for training of Indian personnel forms a part of 
the .main foreign collaboration agreement. This is so 
because considerable importance is attached to such 
training so that Indian personnel can help the under-
taking in question to absorb the technology. Therefore, 

'it would be advantageous to have a provision in the main 
agreement for training of personnel rather than a sepe-
rate contract." 

6.79. In regard to the suggestion of attracting a number of Indian 
personnel to conditions for picking up the intricacies of work it has 
been stated that the guidelines do not lay down any policy in this 
regard. 

6.80. The Department of Heavy Industry, Ministry of Petroleum 
and Chemicals and Defence have stated that provision for training' 
of Indian Personnel should form part of the main foreign coHabo-
ratron agreement for transfer of know-how, Stipulation of a sepa-
rate contract in regard to training may give rise to demand for 
higher or additional fees. The Ministry of Petroleum and Chemi-
cals, have however, added that:-

"In some cases the party who gives the licence\know-how 
do not own operating plants and a separate contract with 
an operating company needs to be entered into." 

They have further stated that the suggestion to attach Indian 
personnel to non-Indian personnel for picking up intricacies of work 
is already being implemented to the extent feasible and negotiable 
with the know-how given. 

6.81. In this connection, the Department of Atomic Energy stated 
that:-

"IRE has drawn up with Mis. Metplant No. 1 Pty. Ltd., 
Australia, an Agreement for personnel training for the 
Minerals Sands Separation Plant. A separate agreement 
for training· was considered advantageous as it would be 
easier -to identify the areas of responsibility in respect of 
training of Indian personnel, particularly where training 
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'is of specialised nature in terrils of technology or. wh~re 
the outlay of training is comparatively large. It will' be 

: easier :ft>r IRE to operate this agreement independently 
without any reference tQ the operation" of other agree-
ments with Ml s. Metplant concerning construction, 'Super-
vision and commissioning. 

As far as the BCA Agreement is concerned the agreement 
provides for BCA, training a maximum number of four 
(4) engineers from IRE at B<;'!A's plant in U.S. or at any 
other plant under operation licenced by BCA for plant 
operation and production control for a total period of 8 
weeks. The expenditure for travel and training includ-
ing boarding and lodging of these engineers will be 
borne by BCA. 

Necessary provision for attachment of Indian personnel with 
non-Indian personnel for picking up intricacies of the work 
and develop capacity for handling it has also been pro-
vided in IRE's agreement with VB Benett. in regard to 
the design of the dredge." 

E%penditure on training for the period: 1969-70 to 1973-74 

Sector Number Payment Payment 
of People to colla- to Ir,dian 
sent for borators trainees 
trairirg fortrair.- abroad in 

ing foreign 
Indians currency 
abroad 

(Figuresinlakhs) (Firbres in 
la hs) 

Rs. Rs. 
Communicatior s 8 Nil 1'41 
Defence (b) 233 Nil 12'49 
Energy 27 2'06 3'67 
Industry & Civil Supplies (c) 401 2'68 R.s·3O'40 

to'oo7 
Industrial Development 37 4'42 3'42 
Petroleum & Chemicills(d) . 323 0'85 10'15 

Shipping & Transport 13 to-30 0'49 
Steel & Mires . 651 48'40 42'97 
Supply & Rehabilitation 

(e) 
9 AI 0'01 

TOTAL: , 1702 Rs, 58'41 R.s. 109'40 
to'30 to'coo7 

At 0'07 
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G.8Z. TIle ~ Me --RIled'that ... IIMIIt .... ee.eats, ...... ' 
key or odierwilJe, eDtentd.· iIltb ~ I'1IWie UJUlertlllllltlgt, It has W:d; 
proviied that bldIan ~&IIIIel/engineiers should 1te trained by cor.. 
laboratOl'S. They agree with ~ view expreased by the undertakings: 
in general that a clause on training should form an integral part of 
the collaboratioD agreement itself In the interest of absorption of 
know-how at a quicker pace at no extra cost and stress that the ' 
Indian engineers/technicians should be associated with the foreign 
collaborators during the various stages, particulary the design stage 
of the plant, for long enough period to enable them to pick up the 
intricacies of the work and develop the necessary expertise in this 
crucial field. In this connection the Committee would also invite 
attention to recommendation in para 7.14 of their 17th Report (1971-
72) On Personnel Policies and Labour Management Relations in 
Public Undertakings. The Committee suggest .that during the period 
when Indian engineers work with foreign. experts for designing,. 
commissioning, operation etc. of plant, emphasis should also be laid 
on the acquisition o£ knowldge and expertise for reaching full pro-
duction upto the level of installed capacity at the earliest and main-
taining it at that level. The Committee have come aeI"0Ss cases 
where absence of maintenance schedules has resulted in frequp-nt 
breakdowns hampering production. In the opinion of the Committee" 
the maintenance of plants (including drawal of maintenance sche-
dules) should therefore be an important aspect to be taken care of. 
The Committee suggest that arrangements for training should be 
provided at the collaborator's works on machines and equip:ncnts 
which are more or less identical with those which would be supplied 
under the terms of agreement for installation in the country and 
such training should be much before the commissioning o.f !:he 
plant. The Committee recommend that a careful watch on the 
extent of the facilities actually made available to the Indian engi-
neers and personnel should be kept so as to ensure that full advant-
age of training is secured. fte Committee also sug~est tbat suitable 
gnidelines in this regard may be issued for the benefit of the 
Undertakings. 

6.83. The Committee. need hardly stress that there should be 
coordination &mOngst the Public Undertakings working in the same 
sector so as 'to cover amongst themselves the entire gamut of design-
ing, operation, maintenance, etc., of plants and projects. 

6.84. '!be Committee nele that the training in steel technology 
arranged for Bhilai and Durgapur engineers/technicians provide~ a 
comparative picture which can serve as a guide about the tYPe of 
training that should be imparted to achieve the best results, 'nle 
437 LS-14. 
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CoIDDIitte, are iafonaed that intbe earie of BhiIai, the . engineers 
under training lWJe pat actually 0Jl the job in Soviet Union and 
they had to operate the machinery themselves and produce; but in 
the case of ~gapur, the trainees were merely "observers" in the 
United Kingdom and it is stated by management of Durgapur Steel 
Plant that "that is not a right thing to d~. The Committee would 
commend the example of training to Bbilai engineers fOr adoption 
by the Public Undertakings. The Under.takings should also make 
sure that content and duration of training is precisely spelt out in 
consultation with the collaborators before deputing them for training 
abroad and that the technicians actually receive practical training 
in the maintenance and operation so .that the undertaking can derive 
maximum benefit out of their experience abroad. 

ti.85. The Committee note the systematic efforts made by MECON 
to arrange for training of their engineers and their personnel in 
crucial areas in steel technology sO as to attain self-reliance. They 
would stress that the strategy evolved by MECON should be follow-
ed by other Undertakings, as necessary, to expedite attainment of 
self-reliance in fields of crucial importance for development. 

6.86. The Committee suggest that the Indian personnel and 
engineers On return from abroad should be required to submit a 
report giving a precise account of the training that they have received 
and also about the significant developments in technology which 
would be of interest to the Public Undertaking. The Management 
should carefully scrutinise the report with a view to identifying, 
points which should be beneficial to the undertaking and take suit-
able measures as may be necessary in this regard. 

6.87. The Committee also suggest that adequate safeguards and 
stipulations should be made to ensure that, on return the trained 
technicians are obliged to serve the sponsermg undertaking fOl" 
considerably long periods so that the advantages of training are not 
lost to the Undertaking. The sponsering organisation ~ould put the 
services of such trained technicians to .the best possible use not 
only in the sphere of operation and maintenance of the plants, as 
such, but also in making them impart in-plant training to their 
technicians working in the unit so as to produce second generation 
experts in the long range interest of the Undertaking. Besides 
giving training to others, the trained engineers and personnel on 
retrun from abroad should be required to share their experiences 
in "workshopments" with other colleagues in the Undertaking. 

D. Equipment and Spare Part_ 

6.88. From the information received from over 50 undertakings, it 
is seen that most of the collaboration agreemen1:$ specifically include 
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"the supply of equipment, spare parts and components of, undertak-
ings and their sequence of scheme. However, Cochin Shipyard, 
"Hindustan Antibiotics, HMT, mE, Lubrizol, NIDC, have stated that 
-their agreements do not include s!lPply of equipments, spare parts 
~tc. The agreement of Rourkela steel Plant is stated not to include 
provision for compulsory channelising of imports through the foreign 
collaboration. Instrumentation Ltd. have stated that though their 
contract with Mis. Prommash export USSR included the supply of 
equipment, their collaboration with Mis. Yamatake Honeywell, 
Japan, did not. Richard son & Gruddas and Mis. Jessop & C'o. have 
stated that the supply of equipment is not included but wherever it 
is inescapable a separate supplies agreement is drawn which iudi-
'Cates the ,details of equipments, spare parts etc. 

6.89. In written information furnished to 'the Committee most of 
the undertakings have stated that collaboration agreements :for 
transfer of know-how should not include provision for suWly of 
plant and equipment as this will make the country dependent 
totally. Some of the Undertakings (BALCO, BOGL) have stated 
that supply of plant and equipment may be limited to only the sec­
tions which are not available in the country and which are being 
produced in the collaboration country. While some undertakings 
(BHPV, FCI, IDPL, HMT) have stated that !;lrovision for import of 

-proprietory items or core of the plant may be necessary, others 
(BEML, BHEL, Lubrizol and MAMCO) have suggested that the ad-
viceltechnical assistance of the collaborators may be sought in selec-
tion of type of plant and equipment. 

-6.90. BHEL has stated that sufficient knowledge and expertise in 
selecting the plant and equipment from other sources should be de-
veloped !;lrior to collaboration wherever possible. The collaboration 
agreement can include a provision for a technical report giving the 
~llaborator's advice regarding equipment especially when adoption 
·of a process patented!devela.,ed by the collaborator is concerned. 
Where a totally new product is being developed for which no ex-
pertise is existing it may be necessary to include supply oj? plant and 

-,equipments. Such an arrangement should be the exception and 
.not the rule. 

6.91. BHPV has stated that such a provision regarding freedom to 
-the Indian I;)arty to purchase plant and equipment f,rom the best 
J'osSibl~ sources at the cheapest possible prices is not always possible 
~as the collaborator insists that certain items of properietory nature 
:not available in India should be procured from the sources indicated 
by the collaborator in order to ensure that the equipments manufac-
tured under the technical know-how do give desired results. 
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6.92. FCI has stated that it would be in the best interests of tile' 
country to take only the basic Qrocess design package and the equip--
ment of proprietory nature without which these guararttees of the 
collaborator would not be valid and to do the entire detailed engi-
neering indigenously so that the Indian expertise can be developed. 
both for putting up the plant and fabrication of equipment. 

6.93. IPCL .has stated that only in certain very specialised fields -
the Qlant and equipmen't have to be imported. 

6.94. HEC and HPF are in favour of inclusion of clause regarding 
supply of plant and equipment. HEC has also stated that advantages 
of buying equipment from the collaborator are that the process is 
warranted by the Collaborator and output guarantees are in line 
with the techno-economic assessment of the project given by the Col-
laborator if he sUp;llies the equipment also. It is possible that 
where agreements are. entered into with other than East European 
Countries it may be advantageous to buy equipment from other 
sources to the specifications given by the Collaborator. 

6.95. The sequence of delivery, it is stated, has not been provided 
in the agreement of BOGL and Bhilai. The supplies of equipments 
in the case of Bokaro is said to have been sup::>lied in proper sequence-
by the collaborator although there is no mention about it in their 
agreement. CMA's contract with he Russian, is stated, do not pro-
vide for sequence of delivery. Garden Reach Workshop have stated 
that their agreement does not mention about the sequence for 
delivery of equipment but depending upon their production pro-
gramme, the delivery of various equipmentsicom;?onents is mutual-
ly agreed with their collaborators. 

6.96. It has, however, been pointed out by some of the undertak-
ings, that there has normally not been any description of time sche-
dule on account of. late receipt of imported equipment. HPF in their-
post evidence reply has stated that the start-up of production was de-
layed by four years because there had been some delay in the actual 
receipt of equipment due to certain inevitable change in the design 
of building, equipments etc. Based on the level of production en-
visaged in the 'DPR, the production loss is claimed to be Rs. 38.25 
crores whereas based on the targetted product.ion during the period 
June 1967 to 31-3-1971 the production loss is claimed to be Rs. 17.67 
crores. It. has further been pointed out that due to overlapping of 
responsibilities between the -collaboratorsa~d the company, no res-
ponsibility could be fixed on the collaborators on this account. 
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0.97. JOC (Rafineri.es) has stated that though there has been de-
lays in the agreed schedule of supplies by the foreign collaborators, 
.it !Snot possible to conclude that the erection schedule was affected 
solely on account of the delays in the deliveries of equi(Jments and 
.materials by them. Delays in erection has been attributed to 
various factors such as unsettled labour conditions at site, strikes or 
lailure on the part of contractors delays in receipt of, indigenous 
supplies etc. though action is taken against the collaborator in terms 
..of the agreement entered into with them for delays in the supply of 
.equiQment concerned. 

6.98. Tl}.e agreement of most of the Undertakings providing for 
'supply of equipment is said to provide for pre-inspection and testing 
·-of the equipment before despatch. BALCO, Bhilai, IL. Lubrizol, 
Machine Tools Con;>oration, Tungabhadra Steel Products & HTL 
have stated that their agreement do not provide for a pre-inspection 
.and the testing of equipment bef.ore despatch. EP (I) L have stated 
that although no specific clause is stipulated in the agreement, 
DEMAG is responsible for l;,Jerformance of the complete furnace 
-which includes imported equipment from DEMAG. The agreement of 
IDPL with the Government of USSR is said tf) contain stipulations-
to the effect that the materials and equipment supplied will cenform 
to the quality as per certificates or test certificates of the manuf-ac-
turing Plant, but do no Qrovide for pre-inspection and testing by 
the purchaser. 

6.99. While the agreement of some of the undertakings is said to 
'~ontain the procedure for obtaining equipment or spare parts not al-
ready included in the initial agreement, BHPV, BOGL, Hindustan 
<Cables, Bhilai, HZL have stated that their agreements do not indi-
cate the procedure for obtaining equipment or spare parts not al-
-ready indicated. The agreement of BALCO is said to provide for 
additional deliveries of equipment and spa'!."e parts over and above 
the quantities specified in the agreement, if necessary to be effected 
on terms and conditions and within the time limit to be agreed upon 
between the company and the Soviet Party for separate payment. 
The agreement of CMA with Poland is said to contain a clause to the 

·effect that the supply of spare parts would be the subject of a sepa-
rate contract to be concluded later. M~s. Richardson and Cruddas 
.and Jessop and Co., have stated that wheorever it is considered ne-
-cessary to cover such a contingency a supplementary supplies agree-
ment is concluded. HPF in their post evidence t"eply has stated that 
the collaborators have agreed to supply the spares etc., for a period 
-of five years at a reasonable cost. BALCO's 'lgreement with the 
Soviets is said 1:0 envisage supply of spare parts to the extent of 10 

:per cent of the total equipment cost and jn case additional deliveries 
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of equipment, over and above the quantitiesspecitied by the agree-
ment, is necessitated, such a delivery shall be elected on terms and 
conditions and within time limits to be agreed upon. MAMCO has 
stated that spares accessories can be included in the original con-
tract or can be covered under a separate!supplementaory agreement 
and no difficulty is experienced in procurement of spares. !PCL 
has said that the contract includes provision for additional equip--
ment, not listed during the course of construction, alongwith the 
spares fO!" successful operation of the plant for an initial period of 
two years, subsequent imports being through normal channels after 
obtaining necessary import licences therefor from time to time. 
HEC has stated that spares are generally ordered from the colla-
borator initially for a period of two years and that every endeavour 
is made to manufacture these spares in the plant or obtain indigen-
ously and when this is not possible, import is said to be i"esorted to 
and in case the collaborator continues to make the same equipment,. 
he normally supplies the spares when required. 

6.100. Though most of the undertakings have _~greed on the point 
that there should be a sequence in the supply of indigenous equip-
ment and that it should be synchronised with that of imported 
equipment to avoid delays, it has not been indicated in most of the 
agreements. IOC Refineries have stated in their post evidence re-
plies that the procurement of indigenous equipments and materials 
is the responsibility of the Uudertaking and that it will be difficult 
to hold the foreign collaborators responsible for linking the timings 
of the supplies with the procurement of indigenous equipments and 
materials as the collaborators have no control over the procure-
ment of indigenous materials. Though, it has been stated that 
considerable attempts have been made to ensure that indigen-
ous supplies synchromise with imported supplies, it has not always 
been possible to achieve this in some cases, due to various reasons 
such as strikes, lock-outs, and electricity cuts by State Governments 
etc. 

6.101. BALCO & BHEL in their post evidence replies have said 
that it is not necessary to include the supplies of indigenous equip-
ment in the collaboration agreement as it is taken care of in the 
PERT Network which is evolved at the beginning of the netv.·ork. 
IPCL have expressed their opinion in the post evidence replies that 
as supply of indigenous equipment is not the responsibility of the-
foreign Collaborators, the question of laying down the sequence of 
delivery in tht~ agreement does not arise. FCI have expressed their 
feeling that the procurement of indigenous equipment is the responsi-
bility of FCI and it is not possible to include the schedule for de-
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livery of indigep.ous equipment in the collaboration agreement. 
They have stated their experience that one of the majoor reasons for 
delay in the completion of the project is that the supply of indi-
genous equipment is substantially delayed by some of the major 
undertakings. FCI have given the following suggestion to over-
come the difficulties caused due to delay in the supply of the equip-
ment:-

(i) The payment to be made to the foreign party should be 
linked with the supply of equipment and the shipping 
documents, 

(ii) A guarantee should be given by the foreign collaborator 
to supply the equipment in time, failing which penalty 
should be leviable; 

(iii) The penalty should be levied by relating the penalty to 
the cost of not delivered equipment but if the delay is un-
reasonable, may be more than 12 weeks, the levy of the 
penalty should be linked to the value of the contract. 

6.102. The agreement of Instrumentation· Ltd., Hindustan Aero-
nautics, Hindustan Latex, Hindustan Organic Chemicals Ltd., 
MAMCO and Mazagon Dock is said to provide for compulsory chan-
nelising of imports. HZL have stated that under the foreign credit 
terms the supply has to be met from the aid giving country and the 
payments are made out of aid funds. IOC (Pipelines) have stated 
that their agreements with any consultancy organisation do not 
specify any source of raw material but their collaboration agree-
ments tied with foreign credit provides imports through their colla-
borators. IPCL have stated that in cases where foreign exchange 
payments are tied with any Ci'edit arrangements, the supply of equip-
ment or the provision of services will have to be regulated according 
to the provision of these agreements. 

6.103. To a question as to whether compulsory channelising of 
imports through the collaborators implied that the equipments were 
not available indigenously or through other sources of imports, al-
most all the undertakings in their post evidence replies had agreed 
on the above view point that the imports of equipment are gene-

• At the time of factaal verification Instrumentation Ltd. stated that the contract 
with Messn. PROMMASHEXPORT made in r964 for Kota plant provided for 

sUP.pl~ fmill USSR u ther: W1S DO other SOU!ClC Or Government agency for the supp17 
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!'ally c~annelised through foreign collaborators only when incftgell-
ous eqwpments are Dot available. The maehines!equipment clwmeIis-
ed through the collaborators are said to be mostly of a proprietory 
nature and the reasonableness of the prices quoted is ensured by 
comparing it with oth~r international agencies. 

6.104. FC! have also stated that it would not be possible to im-
port equipment from the actual manufacturer when the supplier 
.credit has been offered by a collaborator or in the case of Govern-
ment to government credit, to ensure their overall responsibility. It 
has been further pointed out that it would be advantageous to im-
port the equipment through the collaborators for the following 
reasons:--

(i) The guarantee for the equipment would be available for a 
longer period as compared to the positiun if equipments 
are purchased directly from various supplier!O. 

(ii) In case of lapse of guarantee, it is always easier to discuss 
the matter with one single party rather than to discuss 
with various sub-suppliers, located all over the foreign 
country. 

6.105. Asked to give the experience of th~ undertaking as regards 
compulsory channelising of imports through the collabortars and 

. the effect on outgo of foreign exchange, BHPV have stated that they 
have experienced no difficulty and that there has been no adverse 
effect on the outgo of foreign exchange. FCI have expressed their 
opinion that the equipments supplied bv foreign collaborators are 
costlier as comp8!'ed to global tenders .. Lubrizol have pointed out 
that imports through collaborators leads to additional expemes as 
the collaborators and procurement charges in such cases. 

6.106. Most of the undertakings have stated that the guarantee 
period for impocted equipment performance guarantee is normally 
available for 18 to 24 months from the date of last shipment or 12 
months from the date of completion of erection which ever is earlier. 

Price ., equipments, components etc. quality, variation clause etc. 

6.107. To a question as to how the reasonableness of the price of 
equipmeRt components aI1d stores of requisite quality are ensured, 
the replies' of the undertakings revealed that though difterent met-
hods had been· afiopted,for the purpoSE;. most of the Undertakings 
have stated that the reasonableness of the prices are generally de-
termined by inviting global tenders. 
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6.108. BEL have stated that by comparison with similar other 
items of work manufacturers by market surveys, tenders etc., the 
reasonableness and quality is ensured. The prices of equipment of 
BOGL and Bokaro have been said to be indicated on to~e basis. 
Bakaro have further stated that the reansonab.leness of the price 
()ffered is based on the following points:-

(i) Compaoring the adjusted prices of similar items in case 
of· other steel plants, 

(ii) By referring to the rates offered in the previously con-
cluded contracts for similar items, 

(iii) By comparing the prices wherever global tenders are in-
vited. 

(iv) By comparing in some cases the prices from indigenous 
sources for similar!near similar items. 

6.109. The price of equipment and spare parts quoted in the 
agreements of FC! and GRW is said to have been studieti by them 
in relation to their own estimates based on their previous experi-
ence and informations obtained from the other sources and in the 
case of HMT the reasonableness of the prices by comparing the 
prices quoted by the collaborator with other international agencies. 
Their collaborator is said to guarantee the output of designed quali-
ty in respect of materials supplied by him. 

6.110. Durgapur and Rourkela have stated that the consultants 
are utilised for determining the reasonableness of the price and 
after the consultants are satisfied about quality, the ten<iers axe 
accepted. Machine Tools Corporation have stated that the prices 
are checked with the consultants and their quality is judged from 
various sources of experienced users of these machines. ONGC 
have said that the reasonableness of the prices are said to be as-
certained on the basis of tendered prices and prevailing world 
market prices. The quality is stated to be determined. through 
various measures like obtaining test certificates d the manufac-
turers anti warranty. 

6.111. Most of the undertakings in their post evidence replies 
have agreed on the point that the price to be charged to equipment, 
~omponents and stores should be determined and stipulated in the 
agreement itself and that it should not be left to the collaborators. 

6.112. To another question as to whether the agreements pro-
vides for any variation clause in 'regard to weight, prices, freight, 
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handlings and other charges, the reply of most of the Undertakings-' 
is in the affinnative. The agreement of Undertakings like Hindus-
tan Cables, Hindustan Latex, HOCL, Machine Tools Corporation, 
CMA, IPCL (Low Density Polythylene, Polypropylene and Aorylic· 
Fibre Projects) do not provide for such a clause. 

6.113. To a further query as to what should generally be the basis 
for escalation in the opinion of the Undertaking, IPCL have stated 
that an appropriate escalation clause or formula should be evolved 
linking the price increase with publiShed indices which show 
variation in price levels both in respect of materials and wages, 
HMT are in favour of the formulas accepted by International 
Chamber of Commerce*. In the opinion of Instrumentation Ltd., 
the prices ane'!. charges mentioned in the coIlaboration agreement 
for supply of items by the collaborator should be firm during the 
contract period and in case escalation is insisted upon by the foreign 
collaboration, this should be based on factors which can be verified 
by the Undertaking with respect to general price rise of the basic 
material and labour. HPF have expressed their opinion that the 
escalation clause should normally provide a formula based on the 
raw material prices and labour indices in the country of origin at 
the time of entering into agreement. The variation in prices should 
be linked with variation in the raw material prices and labour 
inmces. 

6.114. The Committee note that from the information supplied by 
about 50 undertakings that except in the case of HMT, IRE, Lubrizol,_ 
Richardson and Cruddas, Jessop and Co., the agreements with colla-
borators generally provide for supply of equipments and the sequ-
ence of delivery is also mentioned therein, though in some agree-
ments the sequence of delivery has not been provided as in the case 
of Bokaro, Bhilai, CMA, CRW and BOGL. It has bowe,·er been stated 
that in 'the case of Bokaro, CRW, the .absence of such a provision has 
not affected the programme of supply. The Committee have in this 
connection given their recommendation in paragraph 4.34 of their 
68th Report (4th Lok Sabha) on Bokaro Steel Ltd. 

6.11.5. In some cases it has been contended that the absence of a 
schedule of delivery has not affected the programme of the project. 
The Committee have also given their comments in the case of Indian 
Telephone Industries where the absence of a detailed catalogue of-
spares delivery of equipments and parts has affected the schedule of 

·BHEL is of the opinion that any of tee various internationally-
accepted variation clauses in regard to weight, price, freight hand-
ling, it could be considered suitable. 
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completion of project vide their Report on m (34th Report of CPU;. 
5th Lok Sabha).' The Committee have also given their comments in-
regard to th~ delay in start-up of ,production in the H.P.F. due to-
delay in receipt of the equipment on account of change of design and· 
the consequent loss of production and also how because of over-
lapping of responsibilities between HPF and the collaborators no.-
responsibility could be fixed on the collaborators. The Committee-
would therefore like that wherever collaboration agreements pro-
vide for supply of plant and equipments the sequence of delivery of 
these equipments should be specifically indicated in the agreements 
and the schedule of delivery should be fixed -after taking into account 
the time fixed for erection and commissioning of the plant. There 
should also be suitable clauses providing for penalties for late deli-· 
veries short andlor defective supplies. 

6.116. The Committee note that there is no uniformity of practice 
is regard to the pre-inspection and testing of equipment before des-
patch. The agreements signed by most of the undertakings are stated 
to have provided for such a pre-inspection while the agreements. 
signed by BALCO, Bhilai, IL, Lubrizol Ltd., Machine Tools Corpora-
tion, Tungabhadra Steel Products and HTL do not con-· 
tain any such provision. In certain cases where no such provisionl 
was made, the quality of material was assured by the collaborators. 
The Committee feel that though in cases where the collaborator is 
ultimately responsible for the performance of the system as a whole 
or where the contract is for turn-key project, the pre-inspection and 
tbe testing of the equipment may not appear to be absolutely essen-
tial, it will not only be desirable in the interest of timely detection of 
any manufacturing or other defect but it will be of edvantage to the-
undertaking if the plant and equipments are inspected and tested 
before despatch at the works of the suppliers. They would therefore, 
suggest that a provision for pre-inspection and testing of the equip-
ment before despatch should be included in all collaboration agree-
ments which include supply of equipment. 

6.117. The Committee also rec:oDllDA!'JDd that it should be ensured 
that the Provision for supply of plant and machinery through the 
collaboration agreements should also include provision for supply of 
spares initially at least for a period of two years to assist the under-
taking to overcome its difficulties in regard to to maintenance in the 
initial stages. The undertakings should carefully scrutinise the list of 
spares with a view to ensure that the spares are absolutely essential 
It should however be the endeavour of the undertakings to develop 
the spares through their R&D Wings on the basis of indigenously 
developed designs and drawings concurrently with the subsistence of 



· coHaboratiea lICI'eBlQellt so that the u.adertakiags may not be put t. 
the Beeeuity ef importiag these SpBl'es at a later stage for pupeses 
of maiateaance. 

S.ilS. Since supplies of plant and maehinery and spares provided 
for in the eollaboration agreements are expeeied to take into account 
the availability of indigenous plant and machinery and spares, Go-
vernment/Undertakings should ensure that the !ilchedule of dt'livery 
of such indigenous equipments synchronises with that of the imported 
equipments to avoid delays in erection and commissioning of plants 
due to non-supply of indigenous equipments in time. The Committee 
have during the course of examination of several undertakings, come 
across cases where delays in supplies of indigenous equipments have 
affected the programme of erection and commissioning of plants with 
the result that not only expenses on accounts of collaborators have in-
creased with consequent increase in the outgo of foreign .-xchange 
but the collaborators also could not be held responsible for delays in 
erectionlcommissioning and lor for guaranteed produc'tio11. as gene-
rally the collaboration agreements provide that normally guarantees 
are available for a period of 12 months from the date of compl~tion of 
erection or 18/24 months from the date of last shipment whichever is 
earlier. 

6.119. The Committee are informed that certain collaboration 
agreements (Instrumentation Ltd. Hindustan Aeronautics, Hindus-
tan Latex, Hindustan Organic Chemicals Ltd. MAMCO and Mazagon 
Docks) provided for compulsory channelisation of imports. They are 
also informed that certain foreign collaboration agreements tied with 
foreign or Government to Government credits provide for imports 
through collaborators. Certain undertakings (BHIPV, FCI, HEC, 
HPF) have expressed an opinion that procurement of equipment, par-
ticularly equipment of proprietary nature from or through the colla-
borators has an advantage as in such cases, the guarantee given by 
the collaborators are valid for longer period and in case of lapse of 
guarantee. it is easier to discuss the matter with one single party 
rather than with various sub-suppliers. Almost all the undertakings 
have howev,er stated that imports of equipments are generally chan-
nelised through foreign collaborators only when indigenous equip-
ments are not available and such equipllll!mts are mostly of a proprie-
tary nature. The Committee feel that compulsory channelisation of 
imports through collaborators are only a means ef imposing restric-
tions on pur('hases and involve not only additional expenditure on 
foreign exchange but is also likely to lead te inttease in the import 
eon tent of the product. 



205 

6.120. Tile Committee learn that the reasonableness of prices m. 
such cases is ensured by invitiug global tenders, comparing prices 
with those quotfd in previous contracts of similu nature in India 
or abroad or with those of indigenous equipmentslof similu or 
'D~ sbnilar ftlems, obtaining cer~ficatdsl of manufacturers or 
through consultants. The Committee are informed that the equip-
ments suppiied by foreign collaborators by purchasing from their 
sub-suppliers ue in some cases costlier by 25 to 30 per cent than 
global tenders ,and imports through collaborators lead to additional 
expenses as the collaborators add procurement charges in such cases. 

6.121. The Committee Ue not sure whether it is always possible 
to retain freedom to procure equipments from the sources of one's 
own choice where either the .agreement is tied to foreign credit or 
the equipment is of properitary nature. But they see no 'reason why 
the Indian party should be made to buy equipment through the-
col.aborator where either the Il"equired equipment of good enough 
quality is avaHable from indigenous sources or whfre the collabo-
rator does not himself manufacture the equipment in question but 
merely procures it [from a sU!Huppliers. The Committee would 
like the Government/Undertaking to examine this aspect and to re-
sist any such attempt by the foreign collaborator. In view of the, 
experience that the equipments supplied by the collaborators by 
'Purchasing them from their sub-suppliers are costlier by 25 to 30· 
per cent than th.eo global tenders it is all the more necessary that 
the "Government!Undertaking do some hud bargaining with the 
foreign collaborators and do not agree, as far as possible, to have 
eqnipment through them when they themselves are not the manufac-
turers of such equipment. Where, however, it is un-avoidable to agree 
to channelise, procurement of equipments through the collaborators, 
GovernmentlUndertaking soould not agree to pay prices which ue' 
higher than the world m81'ket prices as tested through global tenders 
or through 'cOlllsultants or otherwise by comparison with the prices 
of similar or near sDnilar items supplied by the same collaborator-
to other parties in India and abroad, as far as possible. 

6.122. Tbil Committee would like that the prices to be charged 
for the equipment, ('omponents and stores should not be ldt to the 
collaborators, as was seen in the case of Hindustan Cables Ltd. but 
should be determined in advance 9.nd provided in the agreement. 

E. Spedfication for raw Mderials 

6.123. The Ministry of Industrial Development have stated that 
as a general policy Government are averse to any conditions which-
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~'Provide for compulsory channelising of imports through the colla-
borators or through sources specified 'by them and payment of fees 

·'Or commission thereon. While taking the collaboration agreements on 
record, the administrative Ministries are required to ensure that 

.there is no restrictive clause in the agreement in regard to purchase 
,of machinery or raw material. 

6.124. A large number of public undertakings have stated that 
. the agreements provide for relevant clauses regarding specifications 
·of raw materials, the quality of the materials and alternative pro-
·-cesses instead of a more documentation. 

6.125. Cochin Shipyard, MECON and Hindustan Zinc Ltd. have 
,stated that this clause is not applicable to them as in their case the 
agreement was only for technical consultancy. Similarly, Engineers 
India Ltd. FACT and NIDC have stated that their agreements were 

·only for import of know-how. 

6.126. BALCO has stated that though their agreements provide 
for specifications of raw materials and quality of materials, no alter-
native process is indicated. The procurement of materials of the 
right type and quality conforming to the specifications is ensured 
through their quality control personnel. Bharat Pumps and Com-
pressors Ltd. has stated tha,t the question of alternative process does 
not arise in the manufacture of Pumps and Compressors. Bokaro 

. Steel has stated that the Inter-Governmental agreement provided 
that the equipment and materials supplied shall be in conformity 
with the specifications of the Detailed Project Report of the Plant 
and in conformity with the standards in force in USSR as well as 
with the climatic conditions of the Bokaro site. Cochin Refinery 

'has stated that the list of sources of supply of imported crude oil 
'could be altered or amended from time to time with the mutual 
written agreement of the Government and Phillips Petroleum Com-

, pany. Fertilizer Corporation of India has stated that specifications 
of raw materials and the utilities are also in the agreement on the 
basis of which process guaranteed to be proved by the collabora-
tor are also given. 'l"he specifications are widely flexible to cover 

. contingencies. Further, in the case of contract with MIs. Nissan of 
-Japan for use of their process for production of phosphoric acid, 
-the alternative sources of supply of rock phosphate were also indi-
~ated. Garden Reach Workshop has stated that the proper material 
:-specifications furnished by the collaborators normally need to be 
substituted by materials of equivalent specifications to suit Indian 
conditions. 
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6.127. Heavy Engineering Corporations have stated that in the 

-case of Heavy Machine Building Plant, as per the agre.ements they 
..get certain reference documentations wherein specifications of mate-
rials are given. But they have developed sufficient know...how to 
.substitute them with available Indian raw materials and alternative 
process where required. 

In the case of Heavy Machine Thols Plant the specificationsi 
quality of the materials is indicated on the collaborators documenta-
tion according to the Czechoslovak National Standards. As a part 
-of the indigenisation programme, the Design Department of HMTP 
selects alternative indigenous materials of the right type and quality. 
In the ca'se of collaboration agreements with the West Germany, 
·specificati'.)nsiquality of the raw materials are indicated on the docu-
ments. These are substituted by the equivalent indigenous mate-
rials by the Design Department. 

6.128. HMT has stated that in the case· of non-availability of 
raw materia13 and their quality provided for in the agreements 
from indigenous sources Government's approval is sought for the 
import of such materials. Hindustan Photo Films Mfg. Co. Ltd. 
have stated that the agreements provide' ror the collaborator to 
furnish technological operation documentation which include, 
·among others, specifications of raw materials and products and ana-
1ytical techniques for checking the raw materials required for 
production. 

6.129. IOC (Pipelines) has stated that the foreign colla.boraoors 
'are not only concerned with the documentation but are sometimes 
-also associated in selection of right type and quality of material and 
equipment conforming to the specifications. IPeL has stated that 
"though their agreements provide for specification of raw materials 
.and the quality of finished products they do not provide for alter-
native processes. However, prior to finalisation of these agree-
ments the availability and specifications of raw materials are as-
certained. Instrumentation Ltd. has stated that during the period 
'Of the agreement the availability and use of right type and quality 
of raw materials and process are ensured through discussions with 
the foreign specialists and the collaborators. Lubrizol (India) Ltd. 
has stated that periodical dialogues a're held with potential suppliers 
and ancillary industries to improve on the products quality to come 
close to the raw material specification provided by the collaborator. 
Machine Tools Corporation has stated that in case the exact type 
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of materiels are not available, materials Whicm are -technically 
suitable aDd closely resemble the properties i)f the designed mate-
rials, are procured or eftorts are also made to imp.:>rt them. 

6.130. Mazagon Dock Ltd. have stated that the agreement provi-
sions are comprehensive in this regard and only materials tested 
and approved by the relevant classification Society e.g. IJ.oyds Re-
gister of Shipping, are procured. 

6.131. Regarding sources of supply of raw materials most of the 
undertakings have stated that it is not indicated in the collabora-
tion agreement. Large number of Undertakings have stated that 
there is no provision for compulsory channelising of imports, 
through coHaborator:; and payment of fees and commission there-
on. Bharat Heavy Electricals has stated that as a continuing assis-
tance, the sources of supply of quality materials are indicated by 
the collaborators. Bharat Opthalmic Glass Ltd. has stated that the 
agreement provides the sources of raw materials in India. IPCL 
has stated that except in the case of their agreement with Univer-
sal Oil Products Company of USA, no other agreement specifies the 
source of supplies of raw materials. 

6.132. BALCO has stated that the sources of supply of raw mate-
rials are ascertained if necessary at the Technical Conferences. 

6.133. Bharat Pumps and Compressors Ltd. has stated that the 
purchase of fully assembled end tested pumps & compressors and 
progressively of assembliesisub-assemblies or comp.:ment was made 
through a supply agreement with Collaborators. This involves 
straight purchase 'and no payment of fees or commission. Hindus-
tan Antibiotics Ltd. has stated that according to its agreement with 
American Home Products, the C'.:>llaborator has insisted upon speCific 
raw materials from the sources approved Py him. Hindustan 

I 

Cables has stated that for a few particular machines imports have 
been made through Collaborators but no extra fees have been paid 
for these imports to the collaborators. IDndustan Phot>.) Films Mfg. 
Co. Ltd. has stated that this can only be recommendatory, for gene-
ral guidance. This cannot be binding on the enterprise, if similar 
materials are available from other sources to accepted quality 
standards, at competitive prices. I. O. C. (Pipelines) has stated 
tbat pI'.)vision in the foreign collaboratioQ. agreements tied with 
the foreign credits provided imports through the collaborators at a 
payment of fixed charges towards freight handling, expediting, 
procuremen~ and instrance etc. IPCL has stated that imports of 
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catalysts and certain chemicals through collaborators are provided 
for. Machine Tools Corporation has stated that in their agreement 
for manufacture of precision grinding machine tools, it has been 
provided to import group assemblies & components of the machines 
to be manufactured from the collaborators w.)rks. These were im-
ported in the initial years. Prices of these components and group 
assemblies are mutually decided between parties concerned. Madras 
Refineries has stated that the agreement provides for channelising 
imports through their nominated delivery Agents viz. Mis Iran Pan 
American Oil Company. 

6.134 ~he Committee note that as a general polity Government 
are stated to be averse to any conditions which provide for com-
pulsory channelising of imports through the collaborators or 
through sources specified by them and payment of fees or com-
mission thereon. The administrative Ministries are required to 
ensure that there is no restrictive clause in the agreement in re-
gard to the purchase of machinery or raw materials. The Commit-
tee, however, find that these guidelines have not been observed in 
aetnal practice in a number of cases. While a large number of 
public undertakings have stated. that the agreements lay down spe-
cifications of raw. materials, quality of the material and altemame 
processes instead of mere documentation, alternative processes 
were not indicated in the agreements in BALCO & IPeL. They 
also find certain undertakings e.g. IPCL, Hindustan Antibiotics 
Ltd. Hindustan Cables Ltd., Hindustan Machine Tools Limited and 
Madras Refineries were obliged to buy materials from. sources of 
supply indicated by the collaborators. JOC (Pipelines) has stated 
that provisions in the foreign collaboration agreements tied with 
the foreign credits provided imports through the colla'boraters at a 
payment of fixed charges towards freight handling, expediting, pro-
curement and insurance etc. 

6.135. The Committee feel that the guidelines laid down by Gov ... 
emment in this regard should be followed in all cases and no con-
ditions or restrictive clauses which seek to deny freedom to the In-
dian parties in the matter of purchase of materials or machinery at 
inteJ'!Ultionally most competitive pric~ may be accepted. If anY' 
deviation from such guidelines is deemed necssary in public interest 
such deviations should be specifically got approved at the highest 
leveL 

6.136 The Committee also suggest that Govemment and public 
undertakings should ensure that detailed specifications and quality 
437 LS-5. 
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(»f materials and alternate processes and sources are invariably 
speU out in all the agreements so that the public undertakings are 
not tied down to one source or one type of raw materials and can 
choose the right type of raw materials from a wider fieid in the in-
terest of expeditious and economic implementation of the project. 
As research and development wings attached to different public 
undertakings are required to concentrate on import substitution it 
should be possible to evolve standard specifications for the different 
kinds of raw materials used or usable as also speed up the process 
of indigenisation so as to reduce to the minimum the outgo of 
foreign exchange. Thl'lre should also be greater coordination be-
tween the related undertakings working in the same sector of in-
dustry administrative Ministry and the DGTD so that information 
about such standards and specifications' are readily available and 
~oubl be put to best use of while finalising collaboration agreements. 

F. Performance Guarantee 

6.137. According to the instructions iS$Ued by the Government 
performance guarantee clauses should clearly indicate the liability 
of the Collaborator/Consultant for satisfactory performance and 
due fulfilment of the contract in respect of quality, faultless opera-
tion, and level of productoin etc. 

6.138. From the information furnished to the Committee it is 
stated that the period of guarantee provided in the collaboration 
agreements varied from six months to 24 months depending upon 
the nature of industry. In the cases where collaboration agreement 
is only for transfer of· know-how or technical assistance or financial 
assistance, such performance guarantee did not exist. 

6.139. In some cases, provision has been made in the agreemeBt 
for extension of period of guarantee for delays in receipt of designs, 
drawings, equipments, and other materials. In the case of IT! and 
H.T.L. there was no specific clause in the agreement for extension 
of period of guarantee on account of delays in supplies etc. 

6.140. In case of Fertilizer Corporation of India, the contracts 
clearly spell out the quality and quantity of the product to be pro-
duced by use of a particular process for which agreement is execut-
ed with the foreign collaborator. In case of supply of equipment 
also, the contracts do provide that, in case of any defect in the 
material, workmanship or performance of the equipment within a 
particular period from the date of last shipment or within a parti-
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~ular priod from the date of erection whichever is earlier, the foreign 
collaborator shall replace/modify or repaiJ." the equipment as may 
be necessary to achieve the guaranteed performance. 

6.141. However, Civil works, erection of plant, procurement of 
indigenous equipment and in most cases detailed engineering is the 
responsibility of FC! and as such foreign collaboratms do not take 
the obligation of completoin of the project in time since they have 
no control over these activities. The contracts also provide for the 
extension of· the period of guarantee if the same are not conducted 
for reasons exclusively attributable to contractor including delay 
in supply' of dra.wing, design data and equipme'nt. In case of lapse 
of gUa~antees stipulated in the contracts for reasons for which 
collaborator is not liable, some via media is found out to solve the 
problem. 

6.142. Bokaro Steel has stated that the inter-governmental agree-
ment provides that the Soviet Organisation shall guarantee that-

(i) the detailed Project Report shall conform to the stipu-
lated production capacity. 

(ii) the equipment delivered by the Soviet Organisation shall 
be in conformity with the said detailed Project Report; 
and 

(iii) the performance of the equipment shall be in accordance 
with their stated capacities. 

6.143. The Soviet suppliers are responsible to guarantee the 
quality of the delivered equipments for 12 months from the date 
of Pl~tting the equipment into operation C1r 18 months from the date 
of delivery of the last part of any unit oi the machine without 
which it could not be operated whichever is earlier. 

6.144. In respect of equpiment for ,Rolling Mills the guarantee 
period extends upto 24 months from the date of delivery. The 
suppliers have to rectify the defects or replace the defective equip-
ment or parts thereof, if 'the equipment proves to be defective dur-
ing the period of guarantee. In such cases, the guarantee period 
for the corresponding part of the equipment is increased by period 
necessary for repair or replacement. 

G.145. Bharat Ophthalmic Glass Ltd. and Cochin Shipyard Ltd. 
have stated that their contracts with collaborators did not clearly 
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spell out the liability of, the collaborators in regard to the fulfilment 
of the contract in respect of quality, timely and trouble-free opera-
tion and guaranteed level of production at an economio cost. Their 
contracts did not also provide for extension of the period of guaran-
tee on account of delays in supply of drawings, designs, data, equip-
ment, etc. 

6.146. Collaboration contracts of CMA (including NCDC) provide 
for preparation of feasibilityldetailed project reports and working 
Drawings, supply of machinery and technical collaboration for 
development of mining projects. The project reports are bac;ed on 
geological and other data available at the time and stipulate the 
targetted production to be achieved and the peri,od during whicn 
this would be achieved. In actual practice, the geological and other 
conditions actually met are not as envisaged and this naturally 
results in delay in achieving the targetted production. It is stated 
that from the very nature of· work it is not possible to make a pro- . 
vision in the contracts for development 0:£ collieries for giving of 
guarantee about quality, timely and trouble-free operation and 
guaranteed level of production. 

6.147. The contracts of CMA, however. contain a guarantee in 
regard to the quality and operation of the equipment for a specified 
period. 

6.148. In the case of IOC (Pipelines), the guarantee period starts 
kom the date of final acceptance of the system. In their consult-
ancy agreements, the guarantee period. is linked with the commis-
sioning of the pipeline system. Even though individual equipment 
performance may be tested. at shop, it is not possible to judge the 
performance of the entire system including equipment and plant 
before the commissioning. 

6.149. In so far as IOC (Refineries) are concerned, performance 
guarantee covers a specific period. after commissioning or from the 
date of delivery which varies from 18 to 24 months in various con-
tracts. In the case of technology since the performance guarantees 
are related to the period. after start-up, if there are delays in supply 
of m-awings, design data or equipment and materials, or even in 
construction, the guarantees are automatically extended. In the 
case of equipment, the guarantees are for specific preiod. after 
delivery. 

They have further stated that there are two types of guarantees. 
One specifically for equipments and materials and other for the 
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-complete system. The performance of the complete system has to 
be demonstrated after the erection is completed and usually in 
contracts, there is a provision for ensuring that the plant shall 
perform in conformity with the guaranteed standards. In the case 
.of contracts .other than with USSR, there is a fiurther provision for 
penalties in case there are any acceptable short-falls in the perlor-
mance. In the case of contract~ with USSR, provision exists for 
trial runs for testing the guaranteed perfarmance of the plant and 
also remedial. action at the cost of USSR organisation to be taken 
for bringing up the plant to the guaranteed standard. 

6.150. In case of eontracts of Indian Rare Earths Ltd. with V. G. 
Bennet &. Associates it,has been provided that if,anymachinery or 
equipment manufactured according to Bennets design, fail to per-
form its specified function for reasons of fiaulty designs, the con-
sultants will be liable fqr the expenses .of rectifying the defects in 
such" machinery and equipment. 

6.151. This guarantee shall be applicable even if the execution 
of the project' is' delaye'd. A separate clause is, however, incorpo-
rated that if the Designs & Detail work is delayed beyond 52 weeks 
for' no fault bf Bennett, IRE shall be 'liable to pay an increas~ in 
fees of 0.25 per cent of balance payable per week for every week 
it is delayed. But if the delay is caused tor no fault of IRE, then 
without prejudice to IRE's right to claim all losses and damages, 
Bennett shall complete the work as expeditioUSly as possible with-
oOui!extra cost. . . 

6.152. HEe has stated that performance guarantees' are given for 
integrated plant supply from the same source. These are also called 
output guarantees: spread over a periocl of time within the warranty 
period of equipment. 

6.153. In the case of Hindustan Photo Films guarantee started 
only after thE' completion of performance tests, and as such it was 
considered not necessary. to provide for extension of the peripd of 
guarantee bn account of delays. 

:"-f; '; • " . 

;;ltl54: In sdi'ar as 'AllOy Steels piant: ;fs 'concerned the guarantee 
period for the equipmehls: supplied by the foreign collaborators 
was usually for a period of 12 calendar months reliabl~ regular 
working of 'the plant eommencittgfrOm the. date of unit going into 
o~tio'ft'Or:SO montits"Mter thelutconsignm~t n~ry to co~­
plete 'the!Uniti'reporte"dby 'thecontraetor t6be' ready for despatch, 
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whichever was earlier. When the guarantee period was reckoned 
from the date of the unit going into operation the extension of 
delivery schedule did in no way affect the guaranteed. period of 
12 months of reliable regular working. However, when the delivery 
of supplies were delayed even after the contractors' reporting that 
the last consignment of supplies was ready for despatch, the Agree-
ment did not provide far any clause that any extension of delivery 
period would automatically extend the guarantee period also. But 
in case of foreign collaboration the guarantee period had to be 
curtailed owing to the delayed supplies of the equipment. 

6.155. In the contracts of Rourkela Steel Plant, the guarantee 
period is reckoned from the date of commissioning. Hence there 
was no question of. extension of the guarantee period. 

6.156. In the case of IPCL the total systems are guaranteed by 
the foreign collaborator. If the imported. equipment is obtained 
through the collaborator and if any such equipment is responsible 
fOIl any shortfall in meeting the overall gus-antees the collaborator 
has to replace that particular equipment free of charge. In the 
case of indigenous equipment obtained by owner if the below-par 
performance of the equipment could be traced to basic design 
defects, the foreign collaborator is responsible for corrective engi-
neering and replacement, if necessary. 

6.157. In written replies. after evidence regarding the period 
which the undertakings considered to be reasonable, BOGL has, 
stated that 12-24 months period is Ireasonable depending on pro-
duction cycle. Performance guarantee regarding rated capacity 
should be valid for at least six months dter the first production 
starts. BHPV has stated that a minimum guarantee period of one 
yeaI' from the date of completion or 24 months from the date of 
shipment should be insisted. 

6.158. IPCL has stated that the reasonable period of guarantee 
should be 12 months from the date of start up or 24 months from 
the completion of FOB deliveries or 48 snooths from. the eftectl~ 
date of the agreement, whichever is earlier. 

6.159. While BHEL has stated that reasonable period of guaran~ 
tee will depend on nature of equipment, BEe, HMT. IRE and Lubri~ 
zol have stated that guarantee period will vary from Industry ta 
Industry. ' ! yc .... 
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6.160. Lubrizol(I) Ltd. has stated that most new undertakings 
would have initial teething troubles beFore production/process has 
stabilised. The period of gu8'rantee should cover such period fully. 
The period in all cases should start from the date of commissioning 
of the Plant and not the date of delivery of equipment. 

1.161. HPF has added that the Collaborator should guarantee 
against defective materials or faulty construction or operation to 
replace the same free of charge at site. 

6.162. The Committee in their 55th Report (5th Lok Sabha) on 
Hindusta~ Photofilms Mfg. Co. Ltd. had pointed out about the 
failure of the management to provide for suitable acceptance testa 
80 as to ensure input-output relationship at early stage of produc-
tioD. 

6.163. In their action taken reply. Government have conceded 
that the original collaboration agreement did not provide for suita· 
ble acceptance tests. Accordingly when the agreement was modi-
fied in 1966 it was suitably amplified so as to spell out acceptance 
and performance tests. 

6.164. The Committee in their 56th Report (5th Lok Sabha) on 
IDPL found that the contract was silent as to the collaborator's 
responsibiliy f.or loss of production due to mal-functioning of plant 
aDd equipment. 

6.165. In their action taken reply, Government have stated that 
the Bureau of Public Enterprises have issued a standard check list 
on foreign consultancy/foreign eollaboration agreements and it is 
expected that these check lists would adequately meet all the short· 
comings of such agreements in future. 

6.166. The Committee note that aceordinl' to the Instructions 
issued by the Government, performance guarantee clauses should 
clearly indieate the liahility of the c.tlaboratorlconsultant for satis-
factory performance and due fulftlmeat of the contract in respect 
of quality, faultless operation, and level of production. etc. From 
the material plaeecl before them. the Committee find that period of 
gaaraatees varied from six IDODtJas to 24 months depeadinl' on the 
nature of agreemeat aad ia some cases extension of period of guaran-
tee ,. delay" reeeIttt eI ' ..... drawiap, equlpmeat aad other 
materials .... also hell JII'OftW. 
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6.167. The Committee, however, find that the contracts entered 

into by some public undertakings did neither clearly spell out the 
IiabUlty of the collaborators in respect of quality timely and trouble 
free operation and guaranteed level of production nor for extension 
of the perold of guarantee on account of delays in supply of draw-
ings, designs data, equipments etc. The Committee are surprised 
that omission of such important provisions was not detected by 
Government before approval to these foreign collaboration agree-
ments was accorded. The Committee stress that clear responsibility 
and liability of the foreign collaborator for proving performance 
of ~ equipment/system at his own c~t before final payments 
are released should invariably·be p;revided in each, foreign colla-
boration ap-eemflllt. The admjnistrative MInistry concerned and 
the, ;F~ should in particular ensure that adeq1:18te ,Provisions in t~ 
regard is Included in the agreement before it is approved an' 
signed. 

JU68. From the information regardin, the contraets signed ~l 
various Undertakings for supply of equipment etc. (other thaD. th~ 
~ consultancy agreements or· fOl'; .complote Systems) the Comuait-
tee find that there is no uniforMity in regard to the "oint of tiDJe 
from which the period of validity of the perionnance guarant~ 
given by the Collaborator is counted. In the case of FCI,. the 
guarantee is valid for a particular perio.d from the date of last 
shipment or within a particular period from, the date . of erection, 
whichever is earlier. The inter-governmental agreement with the 
Soviet Union in the case of Bokaro Steel Ltd. provided for perform-
anCe guarantee for 12 months fl'Olll t~ date of putting-the equip-
ment into operation or 18 months ·(apain some ~es 24 months) 
from the date of delivery of the last pari of machinery, whicpev~ 
is earlier. Similar was the 'poSitioa. in agreements sigDed b)'l IOC 
(Refineries). In the case of AlIoJ;st.,tel$mant the guarantee per.iqd 
extended to 12 months' reliable regular working of the plant from 
the da'te or. uolt go'fng into operation or 30 Dlontilsafter the con-
signment necessary to complete the ·1IIIlt wasrepcded by tile con-
tractor to be reattyfor despatch, whichever was' earBer. . In the 
case of ltourkelaSteel Plant, the; parMltee period was reckoa.ed 
from the date of commissiOning. The'()ommittee aft iDformed 
that in tb~ ~as~· of delay In the commIsSIoning of the; preject for 
whicH th~ foreIgn .coUaborator may'1lot he respenSIWe, the pann-
tee',period pro'viilect in' the. agr~ ~ net . automatiealtr' esteudecl 
in' all eaSes thotitti'the FCI'h&$'stD!l,': __ e'.·lIIet1a .. I .... GIlt 
to solve the problem!. In the foreiglt·~atiob ••• 1at· .... · 
by the I:JuUaD Rare Earths Ltd., the pa.rantee clause was mlU1e 
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;applicable even if the execution of the project was delayed for no 
fault of the foreign collaborator, but on payment of an increase in 
fee at a pre-determined rate payable for each week of delay. 

, 

6.169. The Committee have come across cases where because of 
delays in the supply/erection of indigenous equipment (IPCL-
.Propane compressor), lack of power supply (FACT-3rd stage ex-
pansion) etc. for which the foreign collaborators eould not be held 
responsible. the period of guarantee expired before the project was 
ready fw comm.i8si-.ing ad i1l' such cases the perfonnanee guaran-
tee lost all relewnce and 'as happened in the ease of FACT (3rd 
stage. expansion) tlie'illldertalGinl" had to get Ute equiPlllent recti· 
fied on its e.wn.. . They feePthat the point'of time from wllidl the 
garanteeperiod'iIaoulcl beoounted is of primaryimpertaDte, the 
~me of penonn8bCe guarantee· would--bee iIIusoiyif the period is 
fixed. witbcMP';aD~, relati .. ·to' reaaonabte period/ .verwhiCh the 
perioim8Ilee ~8D tie·tI!sted. _ The ilgreement should clebrly stipulate 
tllat ihe.Uabillty of·thef~ c~borator" pr'Ovmgperionnaace 
shall stand fop a:.JiIdtJDiIHy apeed period which. may start ,from the 
date when the plant is commissioned and not when the plant/equip-
mebt--is c1eS)atehed 'briome!iDrt&' of it are . erected. ','. T;he,.eriod 
should be long enough to test the quality, capacity and endurance of 
the- plant and efluiPmelit r under full pressure and the plantautho-
"fly should physically'operate the plant under full pressure on a 
-sustained basis for the stipulated period before accepting the equip-
ment and rellmsing moneys on account of final . payment. 

·6..1:70. The performance gual'antee should cover not. only the per-
formance of individual pl~ts and machinery, quantitylquality 'of 
products but also the performance of the system as a w.!a..o>le for a 
fairly long period depending upon the nature of collaboration. 

6.171 .. The Committee also suggest, that, ill case there is some 
deJay'in prttVing performanceaffer the stipul:ated date aue . ~ 
factors for whieb the ceUaOOrator may be responsible, • the period~ of 
g1IaI'Bnteesbould autelQatiCLUy' stand extended by correspondillg 
-period Of delays'.and a provision to this dect ,shoull ,be ·made in 
the agreement i1!self;; 

6.112. The Committee feel ihat it should also be made, categori-
cally' ele8r in' the ~eat that rectification of defect/deficiency 
1ft .' qUlHy'l,,'ea~of an equipment or plant· detected in 
-pedot'lllallee' test ... eveR replacement III equipment, if fou~ui 
fteeessary, would be done at'tIIe east of tile collaborator and all 
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the additional expenditure on stay of foreign expera.;, freight etc ... 
would be borne by the foreign collaborator. 

6.173. The Committee also feel that the liability of the foreign 
collaborator should not end with proving the perfonnance of the-
plant and equipment within the guarantee period. Apart from per-
formance, the quality of equipment is equally important and can, 
be proved only after it runs for a sufticiently long period. They 
are of the opinion tJiat if after the expiry of the guarantee period, 
but within a period to be stipulated thereafter there is a break-
down of equipment due to any manufacturing defect or if it is dis-
covered that the material used in the fabrication or assembly of' 
efluipment or plant is below specifications, the collaborator shou" 
be held aeeountable for supplying equipment/plant made of saeh 
efective material and thus violating the terms of apeement. 'l'b~ 
Committee would like Government to examine this aspect In depth 
and explore the possibility of inclUdhag a suitable pl"OvisiOD ill tile-
agreement In this repm to part against equipment of sub-staDtl-
am quality being foisted on the pubUe untlertaldnp. 

G. P .. sing on improvements in lmow-how by I'ondga Collaborat.., 

8.174. According to the Ministry of Industrial Development Gov-
ernment do not specially lay down a condition to ensure that the 
collaborators pass on the benefits of improvements in the know-
how effected by them from time to time to the Indian parties. 
It is largely left to the initiative of the Indian parties to secure 
the most advantageous terms including the benefits of improvemenl. 
in the know-how effected by the foreign collaborator from time to 
time. 

6.175. Where the Indian entrepreneur is able to negotiate with 
a foreign collaborator and make the latter agree to the incorpora-
tion of a condition that future improvements in design and tech-· 
nology during the currency of the agreement would be passed on' 
to the Indian entrepreneur free of cost, such a stipulation is made· 
in the Foreign Collaboration agreement However, generally there-
is no such condition in Foreign Collaboration agreements as the-
transferee is not able to persuade the transfer to accept such a 
condition. It may also be added that in some cases where a con-
dition of this nature is included in the agreement it is based on 
ree1proelty i.e. both parties to the agreement commit themaefves-
to pass on each other the fruits of further researeh' and develop.. 
ment tn terms . ef improved ~echnol&gy. . . 
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6.176. As many as 46 public undertakings have stated that suit-
able arrangements exist for passing on information concerning 
improvements in the technical know-how effected by the collabo-
rator during the currency of the agreements. In most cases this 
is done by incorporating suitable provisions in the agreements. In 
some cases this is ensured by obtaining periodic reports as well as 
by associating Indian Engineerslpersonnel with the collaborator at 
the various stages of work right from the designing to the stage 
of production. Indian engineers are sent for training abroad in 
the firms of caUaboratorldesign Institute of collaborating country 
and then they are made to work with the exports of collaborators .. 
In case of Hokaro Steel Plant, the detailed projeC't report incorpo-· 
'rates the m,ost progressive, technology and recent development of 
soviet practice, high capacity units comprehensive mechanisation. 
and automation of technological processes and transport systems_ 
The DPR envisages the most recent and reliable equipment,. 
economic and standardised building and structures, and adequate 
general work facilities. 

6.177. Engineers India Ltd.. stated. that it is in the interest or 
collaborators that ElL sell the equipment because then only can 
the collaborators expect to get royalties. Collaborators are obliged 
to provide ElL latest and upto date technical know-how. Besides, 
ElL deputes its engineers to collaborator's overseas offices from 
time to time where they work along with the co1lla;borations" 
engineers and pick up the latest technologylinformation available· 
with them. 

6.178. It is provided in the agreements of FCI that any improve-
ments made in the process shall be passed on to FCI free of cost for-
incorporation in the plants for which the licence to operate the 
process has been obtained. However, in case of patentable inven-· 
lions, the terms arui con.ditiOns have to be mutually agreed for 
making use of such inventions in FCI's plants. 

IPCL has stated that all their collaboration agreements for 
supply of technical know-how excepting those in. respect of Gujarat 
Aromatics Project and Gujarat Olefins Project provide for ex-· 
change of improvements effected by the collaborators from time to-
time in the know-how for a specified number of years either from 
the date of start-up of the plant or effective from date of the agree-

. ment. 

6.179. In the case of JOC (Refineries) the technical know-how for 
the design, construction and Operation of the . three existing 
refineries, namely, Gauhati, Barauni and Gujarat, was obtained 
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from Romanians and Soviet Union. The offers were linked with 
the credit advanced by the countries. Therefore whatever techno-, 
logy was offered by these two countries which conformed to the 
approved detail project reports, has to be accepted as such. 

6.180. However, in case of the Haldia Refinery, there are two 
(!otlaborators, namely, Rumanian and French company Technip 
For the first time various licenced processes like catelytic reform-
ing., hydro-desalphurication, hydro-finishing etc. failing under the 
Technip scope of work have been evaluated on the basis of inter-
national bids. The Rumanian part of the refinery technology 
offered by them has. been-ac.eepted without any co~petitive bids. 
Due to ~e very nature of the government to government agree-
ments linked with long range rupee credit facilities, there is hardly 
any choice to obtain competitive technology. Wherever such an 
opportunity exisW4, (as in the case of the French part of tile 
Haldia Refinery) modern process evaluation methods, codes and 
standards were utilized to obtain the best te<!hnology available. 

6.181. In the case of process know-how obtained froin licensors 
by payment of kn~-how fees, generally if inajor improvements 
are effected on the patented process, invariably the licensO'rs get 
in. touch with us to know whether we w.ould be interested in pur-
-chasing . such impl'(jved pl't)cess; in which case a fresh agreement 
would be' requited. iRegarding other normal improvements in 
operational efficienCy, the:' Ucensors can be, as the good business 
practice, expected to inform us of such improvements whi-ah might 
have come to their notice as a result of some problems faced in other 
units. However, there is no specific provision in the contracts on 
tn~s aspect. ' 

6.182. The .collaboration agreements for Co chin Refineries pro-
vides for paying the collaborator a technical service fee for techni-
cal services including techlucal achievements and rejearch during 
the term of the a~ment' conducted outside India releasing to 
refinery operations.. ' 

. ~ - . ! ( ~ 

6.183. ~CCL ~ ~1i&ted- that:-

"Indian'engineets are sent ,fOr regular training in Polish design 
inStitute ''When' they have' an.ceess to know the lat!,!st in 
the field of mine designing etc. On their return they are 
,associa~· w,ith .polish .~ts"in .preparation ~f mine 
designs,. . ~PUS eIone ens1,lre' that la~~t in mihe 'design is 
-ftftft"~.:On .. ,'W. ..us.. ,It .' .. J ',) ~ -,f",." 



6.184. In the case of six undertakings neither any provision was 
made in the collaboration agree'lllents nor suitable arrangements 
exist for passing on information concetning improvements in the 
technical know-how effected by the collaborator during the currency 
of the agreement. Out of this, agreements of three undertakings, 
i.e., BOGL, CMA and HSL (Bhilai) were based on Inter-Govern-
mental arrangements. 

6.185. In the case of Alloy-Steel Plant, although the agreement 
provided that the benefits of improvements of know-how effeeted 
by the Prodll;.ction Adviser from time to time should be passed on to 
the company, there was no specific provision in the agreement to 
ensure it. 

6.186. Indian Rare Earths Ltd. has stated that: 

"No sooner the construction is completed and the fees paid to 
the consultants, then the validity of the agreement shall 
expire. The consultants are therefore not liable to .pass 
on to IRE any improvements in the technology that may 
be developed in future." 

6.187. During evidence the representatives of some of the Public 
Undertakings stated as under:-

6.188. The representatives of IOC stated': 

"If any advancement takes place in a partiCular· 'technology 
which is a patented. process we have got. an agreement 
with the collaborators from whom we have taken the 
process, that the advanced techniques will be passed on 
~ us. We have· a similar agreement With the institution of 
France which is in collaboration with Indian Institute of 
Petroleum that it will pass on to us any advancement 
made in the technology, without any cost-though, if any 
research is to be done, they will charge a fee. So, we 
have made it clear that any advancement in technology 
should be passed on to us, and they are doing it." 

6.189. The representative of Hindustan Photo Films Manufacturing 
Co. Ltd. stated:-

"Our collaborators have placed no limitations on the transfer 
of this technology." 
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6.190. The representative of Bharat Aluminum Company Limited 
.stated: 

• 

"In so far as Korba alumina plant is concerned, the technology 
is not transferred to us for use elsewhere. In so far as 
Ratnagiri alumina plant and Smelter is concerned, the 
technical know-how stands transferred to us or to any 
other unit in public sector, if they want to set up a plant 
in India." 

In so far as Tsvetpromexport is concerned, the technology 
Stands transferred to us . 

• * • 
I feel, these were the reasons why we did not insist on the 

technology in respect of Korba plant to be transferred to 
us. For that they wanted additional money to be given 
to them." 

6.191. The representative of IPCL stated:-

"In all our agreements, we have a provision, excepting in one 
case for passing on improvements to us for a specific 
period of time which is again a very important thing in 
any industry where technological developments takes 
place very very fast indeed." 

6.192. In written information furnished to the Committee, some 
of the Public Undertakings have stated that a provision is made in 
"the collaboration agreements for passing on to the Indian units such 
changes/improvements, as may become available as a result of 
further research made or work done by ioreign collaborators, auto-
matically without any agreements and/or paym~ts. MHEL has 
"however stated that unusaJ. developments are not included in this 
category. HPF has stated that in the case of their collaboration with 
Mis Bauchet & Co. it provided for passing of any improvements made 
by the Collaborators during the period of five years after start of 
production. BOGL has stated that this was not ensured. 

6.193. IDPL has stated that although in the agreement transfer 
of subsequent improvement in technology etc. is not provided, the 
Soviet side has from time to time been making available the latest 
improvements, new strains and the technological information and 
details. In the new agreements for foreign collaboration, this clause 
is proposed to be provided. 
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6.194. IRE has stated that in the BCA agreement such a provision 
has been made but in their agreements with VGB, this contingency is 
not expected to arise because they- are for "Design and Detail 
Drawings", Construction Supervision, Commissioning and Personnel 
training." 

6.195. MAMCO has stated that the latest technological develop-
ments resulting from research done by the Collaborator are not 
automatically passed on free of cost excepting in the case of their 
agreement with M/s. Dowty, U.K. 

6.196. SolVe of the undertakings have stated that they have not 
come across any case where changes/improvements have not been 
passed on to them by their collaborators. Some Qf the undertakings 
have stated that this does not apply to them. 

6.197. The Department of Heavy Industry have stated that 
generally in all the agreements such provision exists. However, 
'unusual, developments are not included in this category. 

6.198. The Ministry of Petroleum and Chemical and Defence have 
Btated that generally such a provisron is made in the agreements. 

6.199. The Bureau of Public Enterprises, Ministry of Finance have 
stated that their guidelines to public enterprises specifically provide 
for incorporation of any changes, improvements during the cUITency 
of the contract, and such alternations would be negotiable as far as 
.payments are concerned. 

6.200. The Departmeilt of Atomic Energy have stated that in the 
case of IRE's agreement with MIs. Benilite Corporation of America 
for the production of synthetiC rutile, provision exists in the 

.Agreement for the foreign collaborator making available to IRE 
any improvement in the processes which have to be licenced to IRE, 
. whether patented or not, for which no additional royalty payment is 
·to be made. However, for any new processes, technology, and de-
Velopments which are not extension to or a part of the process (that 
is being transferred to IRE under the present agreement), BCA may 
8epal'ately licence upon payment of royalty or fee as may be agreed 
'Upon between the BCA and IRE. 

6201. To an enquiry by the Committee whether there have been 
any cases in which changes/improvements in the technology deve-
loped by the foreign collaborators have not been passed.on to Indian 
Units, the Department of Industrial Development, Department of 
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Heavy Industry and the Ministry ·.)f Petroleum and Chemical have· 
stated that no such cases have come to their notice. 

6.202. Th~ Ministry of Defence have however stated that in one 
or two cases the foreign collaborator did not agree to furnish the 
know-how concerning the latest types of pl"'.)ducts developed by 
them. 

6.203. The Committee pointed out that some agreements provided 
for additional payment for design documents and drawings for im-
proved know-how while others do D'.Jt provide for any additional 
payment. In this connection the Department of Industrial Develop--
ment stated that the Foreign Investment Board has been following 
a consistent poJicy in this regard and additional payments for design, 
documents and. drawings for impl"'.)ved know-how have not been 
allowed. 

6.204. The Committee note that the Government do not specially 
lay down a condition to ensure that 4:o11aborators pass on the . 
benefits of improve.aents in the know-how eftected. by them from 
time to tUne to the Indian parties. It is largely left to the initiati-ve-
of the Indian partie5to ~ure the mmt aivntageous terms iBdml-· 
ing the benefits of improvement in the know-how etleeted by' the· 
foreign coUaborator from time to time. The Committee ftDd that 
there has not been a uniformity in the practice followed in making 
or n~t includ~ a provision in the collaboration agreement to _sure t-. collaborators pass on the beDefits oflimprovements in :the' 
know-how effected by them from time to time to Indian parties, 
although except in certain cases of defence uaderta1dngs, or paten-· 
ted processes III in IOC or in case of agreements with MAMCO" 
passing on of such improvements in technical know-how were to 
be on the basis of additional payment. In this· eoDDeetion the Com-
mittee have commented in their 80th report on the Hindustan ADti-
motics Limited. 5th Lok Sabha (1975-76) that in spite of inclusion-
of provision for passing on improvements in strains for manufacture" 
of Streptomycin this was not implemented and it resulted in pro-. 
duction loss. The Committee would, therefore, suggest that it is 
desirable to include a provision in all collaboration agreements that 
a collaborator would be responsible to pass on the benefits of im-· 
provement in the know-how effected by tbem to the Indian parties 
during the currency of the agreement. 
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H. Foreclosure of Contract 

6.205. According to the instructions issued by Government for 
.:finalisation of collaborati·;m agreemenJs there should be a clause for 
llremature termination of a consultancy. 

6.206. Agreements in case the work is found unsatisfactory or 
not suitable. There should also be an indication regarding the 
-manner of settling the account in case such a contigency arises. 

6.207. It has been stated by as many as 23 public undertakings 
-:that in their collabt.Jration agreements specific provisions have been 
-made for premature termination of agreement in caSe of unsatis-
-factory performance. Seven Undertakings have stated that while 
provision for premature termination of agreement has been made in 
.some of their contracts with some collaborators, such a pX'.)vision 
·does not exist in case of other contracts. 

6:208. Two agreements concluded between BHPV and Mis. Air 
liquide of Forance provide for premature termination of contracts 
in case either party fails to perform or fulfil any obligation it is 
-required to peI'form or fulfil under the agreement. In other cases 
no such provision for termination exists. 

6.209. Bokaro Steel Ltd. has stated that their agreement with 
USSR pr.oceeded from the relations of friendship and close coopera-
tion existing between India and USSR and guided by mutual 
'<iesire for further developing and strengthening economic and 
-technical· cooperation. Viewed in this context, it was not desirable. 
to provideJor premature terminiation of agreement in case of un-
.satisfactory performance although all safeguards were provided 
-under the guarantee clauses. However, a force major clause was 
included in the agreement. In case of any disagreement between 
-the Indian' and Soviet organisations on any matters arising from or 
'Connected with the implementation of the present agreement, it 
-provided that the representatives of the two Governments shall 
-immediately consult each other and endeavour to each a mutual set-
tlement of such disagreement. 

6.210. In the case of Fertilizer Corporation of India, premature 
.termination of agreement in case of unsatisfactory performance is 
not generally provided. FeI keeps to itself the option of carrying 
<lut of the mollifications in the plant or completion of the work 
which has not been perlormed by the foreign collaborator, at the 
·437 LS-I6 
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risk and expense of the foreign collaborator. The CorporatioI» 
have, however, started providing in the contracts that FOI shall 
have the right to request in writing for additionsldeletions in the 
scope of the work of the contractor within the general scope of the-
contract. 

6.211. In the IOC (Refineries) Collaboration agreements so far 
entered into by IOC no specific clause has been included for termi-
nation of the contract for unsatisfactory performance. However,. 
good performance has been assured by relevant performance-
guarantees while no terms and conditions of terminations have spe-
cifically been included in the contracts, these are always settled 
by mutual agreement. 

6.212. MECON's agreement with Tiajpromexprot makes no 
provision for premature termination of agreement; while in their 
agreement with United Engineering of U.S.A. there is a provision 
for premature termination of the Agreements; 

6.213. Undertakings are however of the view that a clause should 
be provided in the agreement by which premature termination of 
an agreement, in case of unsatisfactory performance of the coll-
aborator, should be possible. 

6.214. As regards 1:he mode of payment to collaborator, in case-
of premature termination of the contract, the procedure varied 
from undertaking to undertaking provisions- made in this regard in 
some undertakings are enumerated in the' succeeding paragraphs. 

6.21~. So far as the question of payment of royalty, etc. i'n case-
of premature termination of agreement is concerned, FCI is of tbe-
view that if the collaborator has parted with the basic design pack-
age, then he would be entitled to the-technical know-how fee only, 
provided the basic design package is not used i'n setting up of the' 
plant. If, however, the basic design package given by the coll-
aborator is used for setting up of the plant, then he would be enti-
tled to both the know-how fee and the licence fee. If, however .. 
the contract is terminated even before the collaborator has parted 
with the basic design package, then the question of payment of basic 
design fee and licence fee should not normally arise. 

6.216. Under the consultancy agreement of Ratnagiri Aluminiu~ 
Project, BALCO could terminate the agreement after study and' 
sC'I'Utiny of the DPR and before starting of worK of the detailed' 
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engineering. In that event payment of Rs. 26 lakhs has to be 1.4i; 
(less the amounts already paid to that date to collaborators) as 
against the total fees of Rs. 85 lakhs under the agreement. 

6.217. Under Soviet agreement for supply of equipment, the 
collaboration agreement could be terminated due to any reason 
beyond the control of Soviets and DALCO shall reimburse to the 
Soviets the expenses connected with the execution of the works 
which were actually incurred by the Soviets. 

6.218. In Hindustan Aeroruautic Ltd. techni~l assistance fees 
for technical' know-how, design data and drawings are made as per 
provisions of contract. There is no provision for refund of techni-
cal Assistance fees if the contract is foreclosed. Payment of roy-
alties is related to actual production. However, the provision of 
arbitration clause can be invoked to claim dues, if any, on ceasation 
of agreements. 

6.219. The agreements of ElL provide for payment of costs and 
fees for services rendered as well as Royalties. The Royalties are 
payable only for the equipment manufactured/sold on the basis of 
Design provided by ElL. As such in case of premature termina-
tion the collaborators would receive in addition to costs and fees 
for services rende!'ed, royalties for equipment already manu-
factured/sold before the date of termination. No Royalty would 
become payable for equipment whose manufacture/sale has not 
been completed before termination. 

6.220. In HSL (Rourkela), the equipment supply contract provide 
for foreclosure of the contract. But suitable financial adjustments 
have to be made between RSP and the foreign firms. In respect 
of contracts for licence and know-how fees full payment has to be 
effected under the terms of the contracts. 

6.221. In HSL (Durgapur), the general clause on "Negligence" 
under general cOnditions of contract provides for action against 
the contractor for unsatisfactory performance in the execution of 
the contract. In case of foreclosure of the contract the payments 
would be governed after considering the action taken under the 
clame "Negligence". After determining the recoveries due from 
the contractors, the payments due to them are to be settled. 

6.222. The termination clause was operated in the case of the 
contract of HSL (Alloy Steels) with M/s. AMCO Furnace Con-
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tractors Ltd., Canada for unsatisfactory performance of the con-
tractors. 

6.223. In the case of agreement of HSL (Alloy Steels Plant) 
with Mis. Atlas Steels Ltd., Canada, (the production Advisers), it 
.was provided that in case of termination of the- contract for negli-
gence O!" unsatisfactory performance of the Production Advisers, the 
technical fees payable to them under the agreement after the date 
such termination would not be paid to them. Alloy Steels Plant 
have no foreign collaboration agreement under which payments 
for royalties were made to them. 

6.224. In the case of Hindustan Zinc, there is no Royalty involv-
ed in any of the contracts. All the same time there is no provi-
sion for technical fees being stopped and/or recovered in case of 
termination of the contract. 

6.225. In the case of IIOC (Pipe-lines), in case of premature ter~ 
mination of consultancy agreements, the company was bound to 
complete the payment of technical fees plus actual costs incurred 
upto that time. In regard to .construction contracts the propor-
tionate remuneration as specified in the contract was payable to 
the foreign collaborator. In the existing consultancy argeements. 
the remuneration is linked with the time spent by the consultants; 
as such there is no such clause. 

6.226. In IPCL out of foreign collaboration agreements 7 pro-
jects produce for premature termination of agreement in case of 
unsatisfactory performance. Out of these contracts 3 projects do 
not make any specific provision for payment of royalities and 
technical fees. As per terms of remaining contracts, IPCL has to 
pay to the collaborators all sums of money due immediately prior 
to such termination. 

6.227. The agreement entered into by FACT are for technical 
know~how. Agreements with DPG-UK, Societe de Prayon and 
Davy Power-Gas Gmbh of W. Germany do not provide for pre-
mature termination in case of unsatisfactory perfO!"mance. The 
agreement with Davy Power-Gas Inc; USA for NPK plants is ini-
tially for in Cochin Phase II Project. This agreement provides 
that if there is any material breach of any of the obligations or pro-
visions of the agreement by Davy-Power Gas, FACT may termin-
ate the work under the agreement. In case of this agreement with 
Davy Power-Gas, USA, if the wor~: is terminated as mentioned 
above, FACT is liable to pay proportinately for the work actually 
performed. 
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6.228. As regard the 'l'easons for not following a uniform proce-
dure in regard to -inclusion of a suitable clause in the agreement 
for termination of contract, most updertakings are of this view. 
that uniform procedure cannot be followed because of varied nat-
ure of collaboration agreements and varieties of countries to which 
the collaborators belong. 

6.229. According to IRE, it is very difficult to set forth a uni-
form procedure for termination of contracts, because a number of 
factors are involved in individual cases and the individual cases 
are so varied in number and nature. IRE is however of the view 
that it wouJ.d be advisable to ensure that in any termination, the 
attempt is to evaluate the work done and calculate the damage of 
payment on "quantum merits" basis. 

6.230. MAMCO has stated that it is difficult to enforce unifor-
mity in regard to inclusion of a suitable clause in the collaboration 
agreement as uniform clause may not be acceptable to different 
collaborators of different countries. 

6.231. In BHEL the termination clause is generally included in 
the collaboration agreements. According to BHEL, the reasons for 
the -termination can be made uniform but the procedure for termi-
nation cannot be uniform as it will depend on collaborator's practi-
ces. In cases of CSSR and USSR the collaboration agreements do not 
prescribe any time duration and as such this termination clause was 
not considered. 

6.232. The Committee note that although the general instruct-
ions issued by Govemment for finalisation of collaboration agree-
ments only provide for inclusion of a clause for premature termin-
ation of consultwtcy 'agreements in case of unsatisfactory work, 
collaboration agreements entered into by 23 out of 53 Public Under-
takings, provided for permature termination of the agreement in 
case of unsatisfactory performance. In the case of 1 UJldertakings 
where more than one contract has been entered into, Provision ex-
isted only in some agreements. When collaboration was based on 
Government to Government agreements it is stated that it was not 
desirable to include such a clause. In some cases only an enabling 
provision for getting the work done departmentally at the risk and ex-
penses of the contractor existed in the agreements. Some other 
undertakings have stated that recourSe is taken to the provision 
under "force majeure" in their agreements. 

6.233. The Committee also find that in regard to settlement of 
payments in the event of termination of contracts, the procedure 
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followed by the undertaking has not been uniform.. While most of 
the undertakings settle dleir accounts with reference to the pay-
ment of technical fees, some undertakings settle the contract by 
making payment with reference to the work actually done immedi-
ately before termination, some undertakings invoke the aid of arbi-
tration clause for settlement of dues. It has been conceded by moSt 
of the undertakings that a uniform procedure cannot be followed 
in this behalf because of the varied nature of agreements and vari-
eties of countries of collaboration. 

6.2M. The Committee feel that it is in the interest of the under-
takings that a clause regarding foreclosure of the contract in the 
event of the unsatisfactory performance by the collaborator may 
be suitably included in the collaboration agreements un4er specific 
conditions. The agreement may also include definite terms of settle-
ment with the collaborator in cases of such premature termina-
tion so as to avoid any ambiguity in such an important matter. 
The Committee suggest that a standard clause as far as possible in' 
this regard may be evolved and suitable guidelines issued to the 
undertakings. 

I. Liquidated Damages 

6.235. The policy of Government is that there should normally 
be a provision for liquidated damages in the agreements for foreign 
collaboration. The provision for liquidated damages should gener-
ally cover (i) delay in supply and (ii) performance guarantee. This 
may be linked as a percentage of material or the fees received. by 
the supplier. 

6.236. In the absence of such a clause it has been stated that one 
has 1:0 fall back upon other clauses especially relating to perfor-
mance guarantee. The last instalments are generally made after 
the satisfactory performance. 

6.237. Some undertakings have stated that provision for liquid-
ated damages have been included in the collaboration agreements. 
12 public undertakings have stated. that they did not have any pro-
vision for recovery of liquidated damages in the contracts/agree-
ments with foreign collaborators in case of delays in supplies' of 
drawings and designs, equipment and other materials and 6 under-
takings have stated that this question has not arisen in their cases. 

6.238. 1ln the Government to Government agreements, it has 
been stated that (CMA, BALCO, Bokaro, Bhilai, IDPL, IOC) there 
~ no provision for recovery of liquidated damages. 
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6.239. Bharat Heavy Electricals Ltd. have stated that foreign 
'Collaborators geneorally do not agree for inclusion for a clause reg-
:arding liquiated damages. However, they try to link the payment 
with the activities so that the chances of the delayed delivery for 
technical documentation are minimised. 

6.240. Engineers India Ltd have felt that sucb a provision is not 
.necessary in the case of .a~reements for basic know-how only. 
FACT has stated that liquidated damages are provided ror perfor-
mance of the pm cess and not for delivery of documents. 

6.241. In regard to the manner of the provision for recovery of 
liquidated damages in contracts most of the Undertakings have stat-
ed that there could be provision for liquidated damages and this 
should be subject to a ceiling which may vary from 4 to 10 per cent 
of the cost of supplies. HZL have stated that though ,there is no 
..specific provision for liquidated damages in their collaboratit.:>n agree-
ments provision exists for penalty in the case of delay in supply of 
drawings etc. and the penalties have a ceiling. Hindustan Photo 
Films Mfg. Co. ltd. have similarly stated that though there is no 
clause for liquidated damage::-the collaboration agreement pmvid-
<ed for compensation for delay in start up of production due to late 
-delivery of machinery and equipments. They have further suggest-
ed that there should be a suitable provision for recovery of liquidat-
ed damages and the amount can be recovered by withholding certain 
portion of amount payable to collaborators. HMT have also stated 
that though there is no specific provision for liquidated damages pay-
ments of licence fee to collaborators are linked 10 supply of designs, 
-drawings and other technical documents and delays in supply of 
<equipment and other materials are compensated by the collaborators. 
Indian Petro-Chemicals Corporation Ltd. have stated that the liqui-
dated damages are linked to a percentage on either the C'.)st of mate-
rial or the fees received by the supplier. This can be recovered 
from the final payments due to the supplier after supply and testing 
of materials and equipment. In respect of process know-how the 
question of recovery of damages could be linked with the last pay-
ment due on account of 1icen~ Qr engineering fees. Fertilizer Cor-
-poration of India have suggested that recovery of liquidated dam-
ages should be made either in the last instalment of fee, if due to 
Collaborater or by enforcing the bank guarantee that might have 
been given by the Foreign Collaboratm'. 
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6.242. Indian Rare Earths Ltd. have stated that liquidated dam-
ages would depend on the nature of the contract, price quoted and 
generally no hard and fast norms can be laid down which can be 
universally applied. Lubrizol India Ltd. have however stated that 
the liquidated damage:; should be reasonable and no ceiling seems 
necessary. MAMCO have suggested that the basis of ceiling can be 
determined depending on the nature of the equipmentlcomponents/ 
services etc. IDPL have stated that the normal commercial practice 
regarding liquidated damages is to specify a rate for every month's 
delay and also a ceiling which is ad hoc percentage or 5 per cent of 
the value of the delayed portion of the supplies. IOC have stated 
that invariably the collaborators insist on a ceiling. This is in ron-
formity with most of the commercial contracts throughout the world 
where generally no firm insists for complete compensation of conse-
quential damages without any limit. The ceiling is usually a per-
centage of the total contract value. In the case of proce3s licences 
this is generally of the order of 50 per cent of the royalty and in the 
case of supply contract 3 to 5 per cent of the value of contract. 

6.243. The Bureau of Public Enterprises, Ministry of Finance 
have stated that according tQ the guidelines issued by them there is 
a provision for inclusion of clause for penalty/liquidated damages, 
although no ceiling has been fixed. They are, however of the view 
that ceiling would be desirable which will have to be negotiated. 
The recovery of liquidated damages would normally be from the sup-
pliers pending bills. The Department of Heavy Industry have stat-
ed that there may be a provision for liquidated damages where there 
is contract for supply, subject of a ceiling say upto 5 per cent. The 
Ministry of Petroleum and Chemicals have stated that no general 
policy can be laid down in this regard and decision may have to be' 
taken on merits of each case. They have further added that no com-
mercial organisation may agree to liquidated damages without any 
ceiling. The ceiling in each caSe is a matter of negotiation. It haS' 
also been stated by them that diplomatic channels are sometimeS' 
utilised ill cases of undue delays. 

6.244. The Department of Atomic Energy have stated that a suit-
able clause for liquidated damages and also for termination of agree-
ments for breach of contract have been incorpt.Jrated in their agree-
ments with a foreign collaborator. As regards delayed deliveries 
they have suggested that a periodical review and systematic follow 
up of purchases would ensure timely delivery or at least avoid undue 
delays. The Ministry of Defence have added that provision for 
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liquidated dam~ges should be there for supply agreements relating: 
to components/materials. 

6.245. The Committee note that even though the policy of the-
Government is to incorporate provision of recovery of liquidated' 
damages in the coldiboration agreements to cover delays in supplies-
and performance guarantees as may as 12 undertakings did not 
make this provision in their collaboration agreements while 6 others 
have stated that this question has not arisen in their cases. It has 
also been stated that there was no provision for recovery of liquidat-
ed damages in case of Government to Government agreements. The-
Committee further find that provision for recove.ry of liquidated 
damages varies widely from undertaking to undertaking. While 
Engineers India, Ltd. does not consider such a provision necessary 
in the case of agreements for basic know-how FACT has not pro-
vided for liquidated damages in case of delay or non-delivery of-
documents. Certain other undertakings like Hindi.,stan Zinc, Hindu-
stan Photo Films, HMT have instead of making a provision for liqui-
dated damages, provided for penalty or compensation to cover cases 
of delay in the commencement of production or successful perfor-
mance of other parts of contracts. In certain other undertakings, the' 
payments have been linked with the progress made in the execution 
of the agreements to minimise the delays. 

6.246. The Committee note the diversity of the practices followed 
by the undertakings in regard to the aspects for which provision for 
recovery of liquidated damages is made in the agreements. The 
Committee are also not sure of the comparative effectiveness of the 
legal implications of each one of the methods, namely, compensa-
tion, penalty, linking of payments with perform,ance and termination 
of contract etc. and the extent to which they have proVl'd useful in' 
actual practice. They would like Government to examine the pros 
and cons both from the legal and functional angles of the different 
aspects and the methods of provision of recovery of liquidated dam-
ages and spell out the comparative advantages and dis-advantages 
in different situations for the guidance of the undertakings. 

6.247. The Committee also feel that absence of provision for liqui-
dated damages in the agreements is likely to erode the sense of ur-
gency and lead to casualness in approach on the part of the foreign 
collaborator .. which might not be in the overall interest of the under-
takings. The Committee would like Government to examin~ whe-
ther it would be desirable that in Government to Government agree-
ments a provision for liquidated damages etc. could be included in 
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1he agreement itself or some other mechanism should be provided 
to ensure that the foreien collaborators do not escape responsibiliq 
for delays in the dischaqe of their obligations under the agreements. 

6.248. The Committee note that while most of the undertakings 
.are in favour of a provision for ceiling for the BmOUJlt of liquidated 
damages in the collaboration agreements, the ceiling varying from 4 
per cent to 10 per cent of the value of the supplies etc., involved 
Lubrizol India Ltd. has stated that the liquidated. damages should 
be reasonable but no ceiling was necessary. According to MAMCO 
ceiling should depend on the nature of equipment and services. IOC 
has informed that the coaaborators insist on ceiling in conformity 
with commercial practice throughout the world. In. the case of 
process licences the ceiling is stated to be of the order of 50 per cent 
-of the royalty and in the case of supply contract, 3 per cent to 5 per 
cent of the value of contract. 

6.249. The Committee are informed by the BPE that guidelines 
do not provide for any ceiling but the ceiling would be desirable and 
will have to be l1legotiated. While the Department of Heavy Indus-
try suggests a ceiiing of 5 per cent in the case of contr*t for sUP-
ply, the Ministry of Petroleum and Chemicals feels that no general 
policy can be laid down in this regard and decision may have to be 
taken on merits of each case after negotiations. 

6.250. The Committee feel that the question of fixing a ceiling for 
liquidate damages cannot be determined in isolation but it should 
have a relationship to tbe loss in terms of value to which the under-
-taking may be put to, on account of delays in the d~harge of the 
responsibility envisaged in the agreement in regard to the supplies 
'and other aspects like delay in commissioning of the plant, commen-
cement of production etc. The Committee would lQte the Govern-
ment to study this matter in depth in the context of the commercial 
practices obtainiag in India and abroad and suggest specific and en-
forceable provisions in regard to the quantwB of liquidated damages 
for the beneftt of the undertakings. The Foreign Investment Board 
and the admmistralive M'mistries should also make sure that the 
suggested provisions are actuaUy incorporated in the coltaboration 
agreements before they are finalised. 

6.151. The Committee also recommend that once t)le amount of 
liquidated damages is determined, it should be recovered from the 
amounts payable to the collaborators as and when due and may not 
'be postponed till the final payments become due to the collaborators. 
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6.252. The Committee have in the oeurse of examination of Public 
Undertakings found that due to the absence of ~itab~ provision for 
levy of penalty/liquidated damages, the undertakings were not able 
to take action on the collaborators for delayed supplies which had 
resulted in delays in the commissioning of the plants, with conse-

.quell.tial effects on enforcement of perfonnance guarantee clauses. 

6.253. From the examination of Public UndertaWngs the Commit-
tee have found that recovery of liquidated damages arises mostly on 
account of delay in supplies or non-supply of drawing designs equip-
ment etc., delays in erection/commissioning of plants and non-
achievement of rated level of production. The Committee would 
like that the Undertakings Administrative Ministries shonld keep a 
careful watch on the performance of the collaborators in these criti-
cal areas with a view to pinpointing responsibilities at the appro-
priate time and take action by way of recovery of liquidated dam-
ages and/or penalty as the case may be. 

J. Turn-key Projects 

6.254. It has been stated that Government normally do not allow 
collaboration for setting up projects on turn·key basis. To the ex-
tent possible, services such as consultancy, detailed engineering, erec-
tion, o:>mmissioning and supervision, etc. which can be done by 
Indian technicians within the country are not allowed to be part of 
the collaboration agreement. 

6.255. Fertilizer Corporation of India have stated that they have 
'some turn-key contracts and on payment of lump-sum amount. 

6.256. Hindustan Latex have stated that the collaooration agree-
ment is specified for technical know-how supply of equipment as a 
turn-key project. 

6.257. Asked about the views of the Public Undertakings in re-
gard to turn-key projects, Bharat Heavy Electricals Ltd. has stated 
that where there is equity participation from a foreign collaborator 
and the foreign collaborat>:>r has already established similar plant 
abroad., it may be advantageous to have turn-key contracts. 

6.258. FCI has, however, suggested that awardin~ of such con-
tracts should depend on the merits of eac.h case. 

6.259. Fertilizer Corporation of India Ltd. has also stated that 
turn-key projects are definitely advantageous for early completion 
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of the project and for fixing up the complete responsibility on It-
single agency, in case of non-performance of guarantee test. 

6.260. IDPL have stated that this may be necessary in case of ex-
tremely sophisticated projects. I.R.E. has stated that there are cer-
tain basic advantages in the areas of export-oriented industries. 

6.261. IOC has stated that turn-key projects used to have the ad--
vantages of quickneSs of implementation and also to some extent 
make it easier to utilise foreign credits. In cases where completion 
of the project is of greater importance, such agreements have some 
advantages provided it is ensured that delays do not occur due to 
procedural requirements. 

6.262. BALCO, BHPV, BOGL, HPE, HEC, IPCL, Lubrizol(I) Ltd. 
and MAMC have stated that they are not in favour of turn-key con-
tracts. 

6.263. BHPV, IPCL, IRE, MAMCO, Lubrizol (I) Ltd. have indi-
cated the following disadvantages in turn-key contracts:-

(i) Higher degree of foreign e'Xchange outgo. 

(ii) Stifling of development of indigenous expertise in detail-
ed engineering, procurement services, fabrication of equip-
ment, inspection of equipment, pre-commlssloning tests 
and construction and supervision of construction. 

(iii) Longer dependence on foreign technicians; 

(iv) Non-association of Indians during construction creates 
difficulties in maintenance. Further it will deny an op-
portunity to asrociate Indian tec.hnicians with the design, 
drawings, plannings, layout and other aspects of projects. 

(v) No scope for employment and development of Indian 
know-how. 

6.264. In this connection, the Ministry of Industrial Development 
in a written reply after evidence stated that only in case of projects 
of a very complex nature involving highly sophisticated technology 
where no indigenous capabilities are available for the different pro-
cesses involved, collaboration on turn-key basis are considered. In 
such cases the Department of Industrial Development insist that 
Tndian engineers and consultancy organisations should be associated· 
II t various stages so that the technology can be absorbed. 
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6.265. It has also been stated that collaborations on turn-key basis 
-would stifle development of indigenous technology in the following 
.fields:- ' 

(i) Detailed engineering. 
(ii) Procurement Services. 

(iii) Fabrication of equipment. 
(iv) Inspection of equipment 
(v) Construction 
(vi) Commission. 

~.266. Tum-key projects result in the following disadvantages:-

(a) Higher foreign exchange outgo 

. .(b) Greater and longer dependence on foreign collaboration 

(c) Incomplete absorption of techniques leading to mainten-
ance problems. 

6.267. The Ministry of Petroleum & Chemicals have stated that 
in some cases turn-key projects were allowed for example, the Nanga! 
Fertilizer Plant and the Methanoo Unit of the Trombay Fertilizers. 
Turn-key Projects are allowed where the technology is new or there 
is a substantial saving in overall costs and time. Against the rela-
tive disadvantages of such arrangements, the advantage is. of early 

'Completion of projects and better enforcement of guarantee ci per-
formances. 

6.268. The Ministry of Petroleum and Chemicals have stated in 
this connection that foreign collaboration including those on turn-
key basis are considered by the FIB where views of various techni-
cal expert bodies viz. DGTD, CSIR, NRDC etc. are secured. Before 
putting up the case to the FIB, the administrative Ministry con-
-cerned also holds detailed discussions with the party to ascertain 
1he expertise available with them for undertaking detailed engi-
!Ileering in more sophisticated fields. 

6.269. The Committee are informed that except in the case of pro-
jeds of very complex nature involving highly sophisticated techno-
logy where no indigenous capabilities are aavilable, Government 
do not normally allow collaboration for setting up projects on turn-
key basis. Even in. such cases of turn-key projects with foreign 
collaboration association of Indian engineers and consultancy orga-, 
Jlisations at various stages is insisted upon to ensure absorption of 
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technology. It has been stated that when propoais for turn-key 
projects are considered by Foreign investment Board (FIB), the-
views of technical expert bodies viz., DGm, CSIR, NRDC etc. are-
also obtained aDd taken into consideration. 

.270. While some undertakings see certain advantages like early 
completion of project, fixation of responsibility on one agency for 
any defects or deficiencies, easier utilisation of foreign credits or 
exports, or where there is equity participation from a foreign colla-
borator and the foreign collaborator has already established simi-
lar plant abroad, many undertakings are not in favour of turn-key 
contracts, as such contracts result in stifting of development of indi-
genous technology, higher degree of foreign exchange outgo, longer 
dependence on foreign technicians, incomplete ahsorption of techni-
ques leading to maintenance problems .. ..:eduction in scope of 
employment. The Committee feel that .pr~l of foreign collabo-
ration should lay more emphasis in the d~velopment of indigenous 
know-how and in their opinion tum-key contract have the disad-
vantage of stifling such development. The possibility of concealing 
design engineering cost in the prh:e of equipment is also not ruled 
out. The Committee are therefore of the view that turn-key ('.on-
tracts should not be permitted as a matter of rule and eXt!eptions, 
if at all, should be allowed very sparingly only in case of highly 
sophisticated projects for whkh suitable technical know-how may 
not be available in India or where a large volume of production is 
required within the shortest time to meet urgent demands. They 
need hardly stress that, even in such cases provision should be 
made in the contracts that Indian engineers and consultancy orga-
nisations, should be associated at various stages for doing jobs like 
detai1ed engineering, procurement services, fabrication of equip-
ment, construction and commissIoning so that dependence on 
foreign expertise and foreign exchange outgo is minimised. 

6.271. The Committee stress t~at in case where machinery and 
equipment and technologies are imported from dilferent sources, 
there is imperative need for stricter integrated planning and coordi-
nation with a view to obviating any difficulties in commissioning of 
the plants and putting to effective use the installed capacities and 
achieving maximum results. 

6.272. The Committee would also like that Government should 
make an evaluation of the turn-key contracts which had a1reatly 
been executed with a view to evolving guidelines in specific areas 
for the future. 
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PAYMENTS 

A. Payment of Royalty 

7.1. The following guidelines have been issued by tile Ministry 
of Industrial Development in respect of royalty: 

"In principle there is no objection to royalty being allowed' 
to the collaborator in addition to equity participation. 
In deciding the rates of royalty and other payments as 
well, however, a total view of the foreign exchange out-
go on account of various elements, including possible-
dividends, is tak~n. Indeed, in cases where majority 
foreign participation is involved, royalty payments are' 
allowed to the collaborator on a substantially reduced 
basis. 

Royalty has been grouped into two ranges--a low range upto 
3 per cent and other upto 5 per cent depending on the 
nature and sophistication involved in the industry. 
Royalty is calculated on the basis of net ex-factory price-
of the product excluding the excise duty and the landed 
cost of imported components irrespective of source of 
procurement. All royalties are subject to Indian taxes. 
Royalties are usually approved on percentage basis of' 
turn-over either in relation to value of turnover or units 
of products. 

Government's policy is not to allow escalation clause in res-
pect of royalty which is generally specified either as a 
percentage of ex-factory cost of production or as a fixed 
amount per units of production. Government do not also 
allow guaranteed minimum level of royalty to the colla-
borator. Normally, as the royalty payment is linked to-
actual production, the collaborator will not be able '1:0 
derive any undue benefit by non-cooperation. 

Royalty paymen1: is normally made for technical know-how 
whether patented or unpatented. Use of foreign trade-
marks is not. allowed for products manufactured under-
foreign collaboration and meant for Indian market. 

239 
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While approving foreign collaboration proposals a condition 
is invariably laid· down that in case the item of manu-
facture is one which is patented in Undia, the payment of 
royaltyllumpsum payment made by the Indian company 
to the foreign collaboration shall also constitute full com-
pensation for use of the patent rights till the expiry of 
the life of patent and Indian company will be free to 
manufacture the item even after the expiry of the colla-
boration agreement, without making any additional pay-
ment. 

Royalty is always made subject to tax. No proportion of 
royalty is tax-free." 

7.2. Out of the twelve undertakings which furnished information 
tn this regard to the Committee four undertakings were paying 
Toyalty as a, percentage of production-one undertaking was paying 
royalty between 2.1 per cent to 3 per cent of its actual production, 
"two were paying between 3.1 per cent to 4 per cent and one bet-
ween 4.1 per cent to 5 per cent, four undertakings were paying as 
8 percentage of sales-one each in the scale of (i) less than 2 per 
cent of sales, (it) between 2.1 per cent to 3 per 'Cent (iii) 3.1 per 
-cent to of per cent and (Iv) between 4.1 per cent to 5 per cent and 
four undertakings were making lumpsum payment. 

7.3. In regard to the amount of royalty paid, 53 undertakings 
'furnished information according to which the percentage of royalty 
"Pald is within the limit prescribed by Government in the guidelines. 

7 .4. A statement of the Royalties paid during the years 1969-70 
"to 1973-74-Sectorwise-is placed at page 425. 

7.5. The Undertakings generally considered 3 to 5 per cent to 
be a reasonable percentage which should be stipulated in the agree-
-ment for payment of royalty. 

7.6. During evidence selected Public Undertakings were of the 
new that the maximum limit of per cent royalty should be flexible 

so as to get the best that is avail abel in the world. 

7.7. The Committee pointed out that according to the guidelines 
;payment of royalty by Indian Company to the foreign collaborator 
:would constitute full compenastion for use of patents rights in res-
~t of items patented in India till the expiry of the life of the 
-patent and the Indian party would have the freedom to produce 
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the items even after expiry of collaboration without additional 
payment. In this respect out of the undertakings selected for exa-
mination while BEML felt that in the case of earthmovers industry, 
lumpsum payment was alwayS unfair, to one of the parties, BHEL 
was of the opinion that lumpsum payment did not provide an in-
centive to the collaborator to increase production in the plonts. 

7.8. IIPCL, however, felt that lumpsum payment for a particular 
production capacity would be preferable as (i) royalty payments 
linked to production would involve a perpetual payment to the 
licensor and a recurring liability for an indefinite period; (ii) it 
would have the advantage of absorbing the variations in the rates 
l)f royalty p~yments. 

7.9. The Fertilizer Corporation of India was of the view that 
there cannot be a dogmatic aproach in regard to the question 
whether the know-how should be obtained on payment of a lump 
sum licence fee or on payment of continuing royalty based on pro-
duction!production cost, sales or level of profitability. Each has to 
IDe decided on its own merit. The present net worth of the future 
payment by linking to estimated production, production cost, sales 
and profit, has to be worked out an compared with the lumpsum 
payment that might have been quoted. 

7.10. On the other hand, Heavy Engineering COl'lpOration felt 
that lumpsum payment of royalty has limited advantages unless 
the lumpsum is for transfer of technical know-how as well as in 
lieu of royalty. 

7.11. HMT stated that royalty payment is justified if linked with 
sales. HPF is however of the view that it is preferable to have 
the royalty linked with profitability or the production costs; lump-
sum payment may be the last preference. 

7.12. MAMCO however stated that there is no objection in pay-
lDg the collaborator on a lumpsum basis, provided the Indian party I 
Undertaking is fully satisfied about the market potentialities of the 
product for which collaboration has been sought. 

7.13. IRE stated that it is preferable to link royalty with produc-
tion on sales HPF and Instrumentation were of the view that 
royalty should be linked with production or production costs. 

7.14. The Ministry of Industrial Development in their post evi-
dence reply stated that this provision is for ensuriD,g that on expiry 
-437 LS-17 
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of the foreign collaboration agreement, the- Indian entrepreneur is 
not prohibited from manufacturing the items for which the foreign 
collaborator holds the patent and extension of the agreement does. 
not become necessary only on this account even though the techno-
logy has been absorbed. Therefore, it is a very salutory conditiODl 
which has to form part of every agreement. Instances where-
foreign collaborators have in1iated the lumpsum amount of royal-
ties on this account have not come to our notice. 

7.15. lIt has been stated that linking up the royalty payments t«>-
actual turn-over is advantageous in as much as there are no fixed 
payments of royalty to be made even if the production does not 
materialise as envisaged. Secondly, if royalty is determined on the-
basis of percentage of the turn-over, the collaborator has also .. 
stake in optimising performance of the venture. 

7.16. As the payment of royalty is confined to the period of 
agreement, which is, normally for five years, ther is no questiOB 
of perpetual payment to the collaborator. Even where extensions: 
are granted the payment of royalty stops as soon as the period of 
collaboration comes to an end. 

7.17. Royalty payment on lumpsum basis can be considered.· 
favourably in such cases as purchase of patents. Thus, one-time pay-
ment of a fixed amount as royalty for the purchase of patent would' 
enable the Indian entreprenur to manufacture the item for which 
the foreign collaborator holds the patent without any restrictions. 

7.18. The Ministry of Defence has stated that payment of royalty 
under the technical collaboration agreements of the Defence Pub--
lic Sector Undertakings is generally regulated with reference u. 
actual production of the licened products during the currency of" 
the collaboration agreement and the amount of royalty is also gene<-
rally related to the ex.factory selling price or the value of produc-
tion. 

".19. The working of the royalty clause in the case of foreign 
technical collaboration agreements of the Defence Public Seetor-
Undertakings has generally been satisfactory and has not led ~ 
any practical difficulties. Since the royalty payment under these 
collaboration agreements is generally related to actual production 
during the currency of the agreement, there is no question of an:s 
perpetual payment to the licensor: 
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7,20, The system of royalty related to actual production has the 

merit of com~lling the foreign collaborator to keep a sustained 
interest in the procl.uction of the licensed items by the Indian Licen-
ses during the currency of the foreign collaboration, 

7.21. The Ministry of Finance (Bureau of Public Enterprises) 
are of the view that royalty to be paid on lumpsum basis is consi-
dered to be a better proposition although this may not be accep-
table in all cases by the foreign collaborators, 

ANNEXURE 

Royalties paid during tlw ytal' 1969-70 to 1973-74 

I, Steel & Mines 

2, Petroleum & Chcmic:al. 

3, Industry & Civil Supplies· 

4- Industrial Development 

5, Defence , 

6, Communications 

7. Commerce 

Rs, 
S~IS 

france 

DM 
US$ 

• Rs, • FF 

Rs, 

, Rs, 

, Rs, 

, Rs, 

• Rs, 

S.aor-fllise 

Gross Tau 

46'29 Rs,33'29 
26'90 

27'00 
7'40 

43'9S RS,21'23 
9'34 84'77 
1'22 FF 0,61 

192'OS Rs, 7J'S7 

SO'93 Rs,2S-47 

31'4S Rs, 8'90 

U'7J Rs,6'9O 

2" 02 Rs, 0' 81 

(Figures ir Lalths) 

NIt 

Rs, 13'00 
Swill } 26'90 
fran c: 

DM 27'00 
USa 7'40 
Rs, 22'62 
8 4' 57 
FF 0'61 

Rs, U4'09 

Rs, 24'46 
Rs, 22'45, 

Rs, 81'S 

Rs, J'2J 

·Tunaabbadra Steel, UI"!der the Irdustry & Civil Supplil S Miri61J y. 1":" pl(v:d< ( ir 
their aa:ounts an excelS of RI, 6' 39 lakh. over the actual rt mitter Ct tI d tn:u paid durir g 
the correspording period, 

7,ZZ, The Committee Dote that technical eoDaboratioM are con-
sidered on the basis of annual royalty payments which are usually 
prescribed on a percentage basis either in relation to the value of 
turn-over or the UDits of production, the percentage ranging bet-
ween 3 per cent to 5 per cent depending on the nature and sophis-
tication involved in the industry, It has also been stated that a 
guaranteed minimum level of royalty is not allowed to the eoDa-
borators. 

7.23. The Committee find that . ~eDel'aIIy the pe,eentage of 
ntyalty pajd has bee~ withiD the limits Pl"e$ttibed by Government. 
Some Publle Undertakings are however of the view that the maxi-
mum limit of 5 per cent should be flexiBle to get the best techno-
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logy and know-how available in the world. The Committee need 
hardly pointed out that if the royalty is linked to the value of 
production or sale there is every likelihood of the amount· of 
royalty increasing as a result of rke in domestic prices on account 
of extraneous reasons. It is, therefore, desirable to relate royalty 
as specified amount per unit of production which is determined 
having regard to the landed cost of the unit (excluding duty, 
freight, packing, CODllDlSSlon etc., charges) irrespective of the 
source of procurement. This would ensure collaborator's interest 
in increasing production while the country would not have to pay 
more than what is called for in terms of ex-fa dory price of the 
unit in the international market. 

B. Payment of Indian Taxes by Collaborators 

7.26. According to the policy guidelines issued by Government 
in January 1969, Royalty payments for technical collaboration are 
subject to Indian Taxes-Lump-sum payments for import of drawings 
documentation etc., and other forms of know-how will be subject to 
"applicable Indian Taxes." The letters conveying approval of Gov-
ernment for foreign collaboration include stipulations to this effect 
about taxes on royalties and lump-sum payments. 

7.27. In regard to the practical working of this condition, while 
some of the undertakings have stated that the stipulation in the 
collaboration agreements in their undertakings is clear about the 
liability in regard to payment of tax, they are of the opinion that 
there should be a specific provision in this regard and included in 
the ngreement as otherwise the collaborators generally expect that 
they should be paid the amounts specified in the agreement in full 
leaving the responsibility for payment of tax to the undertaking. In 
the case of one undertaking (HMT) it would appear that an 
assurance was given that the technical assistance fee payable in 
terms of collaboration would be free of taxes. The tax authorities 
have however interpreted this to mean that instead of the collabo-
rator paying the taxes the undertaking would have to bear the 
liability, to the tune of R~. 43.27 lakhs. An·.)ther Undertaking 
(BHEL) has stated that the provision that all payments would be 
subject to 'applicable Indian taxes' has not really clarified the tax 
situation and to the extent the position is vague, there might be ten-
dency on the part of the collaborator to inflate the lumpsum payment. 
It has been suggested that "before an agreement is signed, the Indian 
party can at best obtain the legal opinion of experts on taxation so 
that unantiCipated tax deductions are not made by tax authorities. 
Experience has shOwn that tax authorities had made arbitrary 
asse.CIS11lenlo: and taxes depend on their direction rather than well laid 
out rules. •••••• 
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7.28. This puts the Indian company in a very awkward position 

with respect to successful implem~tation of the collaboration as 
the legal advice taken while drafting the agreement is not binding 
on the discretion of the I.T.O. 

7.29. The (BOGL) apprehends that if the principle of deduction 
at sources is enforced, the collaborator might increase their prices 
to accommodate the tax liabilities. 

7.30. The (!PCL) has stated that in all cases wher the colla-
borators had insisted on payments net of taxes, the matter had 
been brought to the notice of Government. In fact the agree-
ments are scrutinised by the administrative Ministry and Law 
Ministry before final approval. 

7.31. During evidence the representatives of some public under-
takings stated as under, in regard to the payment of Indian Taxes 
by the collaborators. 

7.32. The Chairman of one leading Public Undertaking stated: 

"e/mOOing (myself) purely to the licence arrangement for-
engineering goods, the payment is generally in two signi-
fkant parts. One is the disclosure fee which is a lump-
sum payment made. The other is royalty. The fact 
that royalty is taxable is clearly understood by all fore-
ign licensors. As regards the initial disclosure fee, for 
initial information, training etc., nowadays the Govern-
ment of India insist that it is subject to applicable taxes. 
There is no definition of this tax. This leaves the fore-
ign collaborator guessing as to what would be the level 
of tax. This has resulted in endless negotiations. To-
day of course, any services rendered by a collaborator 
outside the country is not taxable, but at the same time, 
Government insist that it should be subject to appli-
cable taxes. This leaves enormoUs room tor discretion 
to the Income Tax authorities to decide each case in their 
own way. So the general tendency for the foreign 
collaborators when they agree to these terms is to make 
their own guess and boost up the figure; to that extent, 
I feel our interests are affected. The best course would 
be to determine first what is the net tax liability. This 
will help determine the viability of a proposal an under-
taking makes rather than leave it to the foreign colla-
borator to do guess-work in this respect and also leave a 
lot of discretion at a later stage." 
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7.33. The representative of another leading undertaking sug-
gested that the tax for the next three to five years shoUld be 
specified.. 

7.34. A representative of third undertaking stated: 

"There are two types of taxation. One is on the royalty for 
the know-how where there is no problem. But the pro-
blem arises in respect of foreign people who are work-
ing in India while the collaboration agreement is going 
on. Our experience is that they do not agree to pay the 
Indian Tax. This is the problem that we are facing 
with every contract. We have to absolve them of the 
taxes which are levied by the Income-tax authorities in 
India. Every time we have to go against the guidelines, we 
take the Government's approval. 

Yet another undertaking expressed that:· 

"There is another problem with regard to the tax on dis-
closure fees. The tax authorities are raising up the 
issue for the year 1960. I have got only to add that if 
Board of Direct Taxes do not give a ruling, then we do 
not know what we ourselves are committing." 

7.35. During evidenCJe the representatives of the Ministries 
stated as under in regard to the payment of Indian Taxes 
by Foreign Collaborators. 

The Secretary, Department of Petroleum stated: 

"They (collaborators) generally quote net of taxes; An 
agreement that stipulates that a certain payment will be 
made net of Indian taxes is always objected to and it 
does take a lot of time for us to settle this matter. The 
Indian tax authorities naturally have no discretionary 
power to levy taxes and to make advance assessments, 
and do not give advance adVice on !What taxes would 
become payable. • • • • • The Indian tax authorities do not 
give any advice to the Ministry or the Public Sector under-
taking what tax would be leviable on any fee or any ser-
vice contract that may be entered into'" 

• • • • • 
"The wayout appears to be to accept a lumpsum provision 

net of taxes and agree that the Indian party will pay 
such taxes as may be leviable without grossing it up for 
tax. This might need an amendment of the statute but 
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.that will facilitate .so many contracts and also ensure 
that the foreign party does not inflate its fees on this 
account." 

~.36. The Secretary, Department of'Heavy Industry stated: 

"W.e also made the .same suggestion to the FIB that the 
public undertaking concerned should be allowed to take 
up the tax liability and-the foreign 'collaborator should 
be assured of an amount net of tax." 

7 .37. The Secretary, Department of Expenditure, Ministry of 
Finance stated: 

"The difficulties pointed out by representatives of Ministries 
of Petroleum and Chemicals and Heavy Industry are 
genuine on both counts, "that the .prior determination of 
the tax liability is difficult because our income-tax law 
states that tax is payable on that part of the income 
which arises in India. In a composite contract involving 
technology transfer, where part of the designing and 
fabrication is done abroad and part of it in India, the 
actual determination of the income arising from this 
whole transaction and its allocation between the two is 
a difficult matter!' 

• • • • • 
"Not only because of this but also because of the possible 

uncertainties in the tax rate over a period of time over 
which royalties or technical fees may be payable, the 
collaborator abroad tends to put a certain amount of 
money into his estimates to provide for possible escala~ 
tion in tax rates." 

". ... • • 
-"If there were a general concession to everybody, private 

"and public, that they could negotiate a contract free of 
tax, there is absolutely no guarantee that we would be 
getting the rate quoted to us less the tax amount because 
the rates as paid to the company here and elsewhere 
would be the gross rates." 

'''The more difficult problem is that on account Q.f the nature 
of double taxation, a company which provides techno~ 
logy to us pays tax in its own country and pays tax to 
us. Most countries like the United States, Germany 
and Britain afford tax relief to these companies on the 
basis of the tax paid to us. Sometimes this is enshrined 
.ill double -tax avoidance agreement between the two 
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countries. In any case, the company does not actuall7 
pay tax on the same transaction to both the countries. 
If we were simply to let off these companies from Indian 
tax, then they would still pay tax to their own country 
and what would happen would be that in effect thlt 
American or the British Treasury would get the tax 
money while we would not. To avoid that, we have to 
see that their liability to tax in India is added on to thlt 
contract. This is not easy of solution in the absence of 
exact knowledge of tax incidence in the other country 
as well u in India." 

7.38. To any enquiry by the Committee as to what would be the 
best solution to overcome the clifticu1ties pointed out by the Public 
Undertakings as well as representatives of Ministries, the Secretary 
Department of Expenditure stated: 

"Even on behalf of the Ministry of (Finance) we would cer-
tainly not shut out a further detailed consideration of 
this problem and a possible solution. My personal opi-
nion would be that of the two possibilities that have 
been canvassed, I would prefer the second one, which is 
a prior determination of the percentage of income-tax 
payment to arise in India possibly on an ad-hoc basis, 
to settle that part of the problem; or to leave the fore-
ign party to continue to bear possible uncertainties on 
the tax ~tc., charges." 

• • • • • 

"In a number of cases the enterprises felt there should be a 
tax agreement and the Finance Ministry and the Admi-
nistrative Ministry discussed it, but found it unwise, so 
these agreements have been finally concluded on the-
conventionel basis. There is no pending requirement." 

'1.99. The representative of Department of Economic Affairs, 
Ministry of Finance and Foreign Investment Board (Fm) stated in 
this connection as under:-

IIThis pI'C'blem of applicability of taxes has, in fact, come up 
in a few <:ases of public sector undertakings. The gene-
ral policy has been that, as a policy, we do insist on 
taxes being paid. But there have been cases where 
exemptions have been given particularly in respect of 
public sector undertakings. I am not aware whether any 
private sector company has had any benefit at all. The 
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only relaxation has been made in respect of public sec-
tor undertakings. I would like to emphasize that about 
uncertainty, much can be said. • • • • • You cannot say, 
what the tax rate is going to be. Equally, the forein compa-
nies cannot say what the tax rates are going to be in their 
countries. There is that much uncertainty even here. 
The point is, if we were to forego taxes on that ground, 
in a poor country like ours there is no reason why we 
should do so. 

I submit, the question of taxation has been referred by the 
Fctreign Investment Board to the Central Board of Direct 
Taxes. 

We are examining this question. As a general policy, it 
would be my personal opinion that the cases where" taxes 
have to be exempted should be the exception rather than 
the rule." 

7.40. It was added that this taxation problem is only relevant to 
royalty payment and since the period of royalty is generally limited 
to five years, the question of uncertainty would relate to the period' 
of five years. However exemptions have been given to Public 
Undertakings regarding payment of Tax. 

7.41. The Secretary, Department of Industrial Development 
added:-

"About the tax treatment, I would like to submit that as far 
as I know, no country in the world gives tax' exemption 
for foreign collaborators. This point has come up in the 
discussions among the developing coUntries in trying to 
formulate a code of conduct so that all developing coun-
tries try and give the same kind of treatment in regard 
to foreign collaborators. The point has been made by 
many developing countries that when foreign collabora-
tors insist and ask for tax exemption, we should certainly 
not give that and this has been our attempt in our dis-
cussions at Geneva. I would be some what wary about 
formulating in India a policy by which we say, (certainly) 
we are prepared to negotiate this, which really means 
wai:ver of the applicability of tax. The other thing is 
that uncertainty can be removed by giving an advance 
ruling which prevails in other countries. There are pro-
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blems there, but it may be p.lssible to work out, by which 
we can say beforehand, that given the nature and cir-
cumstances of the kind of services rendered and the place 
.at which these will be rendered, this will not attract tax 
liability or will attract tax liability, so that the applica-
bility problem is resolved to some extent. I think, actual-
ly the problem of the foreign collaborator is not in regard 
;10 the tax rates. I might mention that the Indian tax 
rates have not been fiuctuating to such an extent as to 
. .introduce uncertainty; by and large on royalty, it is . a 
fiat 50 per cent or so it has been so for many yeQrs. On 
'other types of income it does vary but it does not vary 
much. The real problem is that the foreign collaborator 
does n·:>t know whether the payment will be at all subject 
to tax it will be free of tax. On that we can work out 
and evolve a system of advance ruling. This will be pre-
ferable rather than give tax exemptions." 

7.42. In this connection in a note furnished to the Committee after 
'the evidence. the Ministry of Finance (Department of Economic 
.Affairs) stated as under:-

"The matter was given careful consideration by Secretariat 
fur Industrial Approvals in consultation with Central 
Board of Direct Taxes and it was decided that with a view 
to safeguarding the interests of the revenue to the maxi-
mum extent possible, the following clarifications issued 
Vide S. A. No. FC-l (15) 175 dated October, 1975 might be 
kept in mind by the Administrative Ministries and others 
concerned while scrutinising and approving foreign col-
laboration agreements; 

. <a> It would be desirable to avoid stipulating a composite 
amount of payment to cover all the services to be ren-
dered by the foreign collaborator in terms of the agree-
ment Stipulation of a COIftposite sum would lead to 
controversies regarding the allocation between the tax-
able and non-taxable activities of the foreign collabora-
tors. Broadly speaking, 8IIlounts paya'ble for services 
rendered in India or by way of royalties for the use of 
patents etc. are taxable in the hands of foreign collabo-
rators while amounts for services rendered outside India 

'are not taxable unless ~ amount is received in India. 
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.(b) Details of the services to be rendered in India and these 
to be rendered outside India should, however, be clearly 
spelt out separately in the collaboration agreement. 

(c) Amounts relating to services rendered in India and 
services rendered outside India should be separately in-
dicated in the agreement, It should be ensured that the 
amount payable for services rendered in· India is com-
mensurate with the nature and extent of services ren-
dered in India and that the amount payaJile for services 
rendered out of India is not unduly inflated at the cost 
of the former or by providing that some of the services 
to be rendered in India are free of cost or without 
charging any element of profit e.g. the provision regard-
ing making available the services of technical person-
nel. The ITO in such cases, will examine whether the 
amount apparently earmarked for services rendered out 
of India, does not really include an appropriate amount 
for services to be performed in India, free of cost or at 
no profit. 

(d) The payment for royalties for use of patents etc. should 
be separately mentioned. 

(e) If the supply of know-how is intimately connected with 
the visit of foreign technicians to enable the Indian 
collaborallor to put the know-how to use, it is to be 
endured that no attempt is made to draft the agreement 
in such a manner as to suggest that th~ entire know-
how has been delivered or supplied from abroad. The 
general position in law is that if the know-how is sup-
plied from abroad the income accrues abroad but where 
the technicians provided by the foreign collaborator 
also help the Indian party to introduce the know-how 
in the Indian project, a view can be taken that know-
how is partly supplied in India and hence a part of the 
income will become taxable. 

(f) Where an agreement provides for the supply of machi-
nery or equipment and also for technical services to be 
rendered in connection with the putting up or supervi-
sion or commissioning etc_ of the plant, it may be en-
sured that the amount stipulated to be payable on 
account of the supply of the maclrlnery or equipment is 
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not unduly inflated at the cost of the amount attribut-
able to the technical services to be rendered in India. 
This has also to be ensured where there is one agree-
ment for the supply of machinery or equipment and a 
separate agreement! for the renderinlj gf technical 

services. 

4. In some cases where public sector undertakings could not per-
suade the foreign collaborator to accept the tax liability, as a special 
case Foreign Investment Board agreed to allow·the Public Under-
taking to bear the tax liability. 

5. The question whether the words "subject to applicable taxes" 
used for lump-sum payments can be concretised is under examina-
tion of the Ministry of Finance (Department of R & B). 

7.43. The Committee note that according to the Policy Guidelines 
issued by the Government while royalty payments for technical col-
laboration are subject to Indian taxes, lump-sum payments for im-
port of drawings, documentation etc. and other forms of know-how 
will be subject to "applicable Indian taxes." The Committee are 
informed that while there is no difficulty in regard to royalty pay-
ments which are subject to Indian taxes, difficulties had been ex-
perienced by the Public Undertakings about the interpretation of 
the words "applicable Indian Taxes" in regard to other payments. 
The Committee are informed that due to this stipulation of applic-
able Indian taxes in the agreement in the case of a leading public 
sedtor undertaking, even very old C1lSes of payment of taxes have 
been reopened with the result that the undertaking has been burdened 
to the extent of Rs. 43 lakhs in respect of an old collaboration. 

1.44.. With 8 view to safeguarding the interests of the revenue 
it nas been stated that certain. clarifications bave been is.sued by 
tbe Mi~istry of Finance in October, 1975. According to these, stipula-
tion about composite payments for services should be avoided, as this 
may ('reate controversies regarding the allocation b4:tween taxable 
and non-taxable activities of the foreign collaborator5 within and 
outside this country. The guidelines urge that th~ should be 
dear provision regarding the services to be rendered in India and 
abroad, the amoUnts payable for such services and the incidence of 
tax. It has also to be ensured that amounts payable and other ser-
vices rendered out of Indi ais not undw,y inflated at the cost of the 
amount attributable to the technical services to be rendered in India. 
The Committee need hardly point out that the clarifications should 
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_bave been issued many years earlier so that the public undertakings, 
the foreigln collaborators and all others concerned knew more pre-
cisely the incidence of taxation and the amount they would have to 
remit on that account. The Committee would like the public under-
takings to keep carefully in view the guidelines in this regard while 
finalising the foreign collaboration terms to obviate any scope for 
:misunderstanding on this account at a later stage. 

7.45. The Committee are informed that the question whether the 
words "subject to applicable tax.es" used for lump-sum payments 
can be concretised is under the examination of the Ministry of 
Finance. The Committee would urge that the Ministry of Finance 
sholud take an early decision in this matter and notify the same to 
the public undertakings and the administrative Ministries so that the 
undertakings are clear about their responsibility in this regard and 
no uncertain liability is cast on them. The Committee note that 
many developing countries are not in favour of granting full tax 
exemption to foreign coHaborators for it is obvious that tax on the 
income has to be paid in one country or the other. This aspect is 
also bound to come up at the next UNCTAD Conference scheduled 
to be held in Naisoli in May, 1976 to consider the subject of Code of 
Conduct For Transfer of Technology. The Committee recommend 

-that Government may review the position during the course of the 
year in the light of these developments so as to remove all elements 
of ambiguity and uncertainty. The Committee would like to be 

-informed of the action taken within six months. 
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RESTRICTIVE CLAUSE 

8.1. According to the Ministry of Industrial Development the im-
portant features of collaboration agreements which may be deemed to­
be restrictivel"tied" are as follows:-

i. The Indian company shall be under obligp,tion to purchase 
machinerylraw materials I components from the collabora-
tor during the perioc:lof agreement. 

ii. The Indian company shall have to return the designs and 
drawings to the collaborator after the expiry of the agree-
ment. 

iii. The Indian company shall not manufacture the product 
after the expiry of the agreement in view of the fact that 
the item is patented in India. 

iv. The Indian company shall not pass on the know-how to a 
third party during or after the expiry of the agreement. 

v. The Indian company shall pass on any improvements in 
the technical know-how made during the currency of the 
agreement, to the collaborator free of cost. 

vi. The Indian company shall not export the product either 
to certain specified countries, or without the written per-
mission of the collaborator o~, shall export only through 
the collaborators agencies abroad. 

vii. The Indian company shall have to sell the product to the' 
party specified by the collaborator at the pre-determined 
rates. 

viii. The collaboration agreement shall be subject to the laws 
of the country of the collaborator. 

8.2. The general guidelines however stip'.llate among other con-
ditions that enterpreneurs should take note of the follOWing before 
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negotiating foreign collaboration agreements:-

The Indian party should be free to sub-license the technical 
know-how/product design/engineering designing under 
the agreement to another Indian party on terms to be' 
mutUally agreed to by all all the parties concerned includ-
ing the foreign collaborator and subject to the approval of 
Government. 

Arrangements or clause which in any manner bind the Indian 
party with regard to the procurement of capital goods, 
components, spares, raw materials, pricing poUcy, selling 
arr~ngements, etc. should be avoided-

To the fullest extent possible, there should be no restrictions 
on free export to all countries. 

8.3. According to a note furnished by the Fertilizer Corporation 
of India Ltd., the following are also to be treated as restrictive/tied 
up clauses: 

(i) Restriction of not allOWing to obtain similar process/ 
equipment design from other parties during validity of 
agreement. 

(ii) Restriction on use of the process and the licence in further 
expansion andlor in new plants without payment of further 
fees. 

(iii) Non-agreement of the collaboration to bear Indian Income 
Tax that may be levied on them or their personnel. 

(iv) Non-agreement of the various parties to pay consequen-
tial damages in case of delaY'S or failure to perform gua~ 
rantee tests for reasons attributable to collaborators. 

(v) Restriction on the limit for payment of liquidated damages 
for failure to perform guarantee test. 

(vi) Limit on the payment of liquidated damage on account of 
infringement action that may be taken by any other party 
for use of process offered by collaborator. 

8.4. From the information furnished by 50 public undertakings 
to the Committee, it is seen that the nature of the restrictive I "tied" 
clause could be broadly classified into the following four categories. 

1. Exports. 
2. Purchase of Machinery. 
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3. Not to pass on know-how to another party. 

4. Trade Marks. 

8.5. Restrictive clause in respect of exports appeared in nearly 
50 per _ cent of cases, 23 in number; restrictions on purchase of mac-
hinery were included in five cases; restrictions on passing on know-
how to another party in thirteen cases and restriction on trade 
marks in two cases. There was no case of restriction on manufacture 
after expiry of an agreement-The Sector wise analysis of the res-
trictive clauses is attached. 

Sector 

~. Steel at Mines . 

2. EnerlY 

1. Defence • 
... Industry at Civil Supplies 

~. Industrial Devc1opmel'lt 

06. _Petroleum at Chemicab 

7. Communications 

a. Health at Family PllJUlina 

9. Commerce 

TOTAL 

Export. 

4 

NIL 

6 

6 

2 

3 

NIL 

23 

Purchase Mar_ufac-
of ture 

machinery after 
expiry of 

agreement 

NIL 

NIL 

NIL 

2 

NIL 

3 

NIL 

NIL 
NIL 

NIL 

NIL 

NIL 

NIL 

NIL 

NIL 

NIL 

NIL 
NIL 

NIL 

Not to 
pass on 
trow-
how to 
ar.other 
party 

2 

NIL 

3 

2 

NIL 

4 

NIL 

1 

13 

Trade-
marks. 

NIL 

NIL 
NIL 

NIL 

1 

NIL 
NIL 

NIL 

2 

8.6. It has been stated that in the cases of Mis. Richardson and 
'Gruddas and MIa. Jessop and Co., the CoUaborators insisted on iD-
()()rporating restrictive clause concem1ng export of the products to 
certain areas. The Government however insists on free export 
rights, excepting in areas where the collaborators already have 
certain conclusive arrangements or where the law of the land of 
the eonaborators does not pennit such exports. 

8.7. In written infonnation furnished to the Committee after 
~dence. whDe, BOGL, HPF, and IDPL have stated that there is 
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restrictive clause for export of their products in the collaboratiOjll 
agreements, BHEL, BHPV, IPCL and MAMCO have stated that 
there are restrictive clauses regarding export to specific countries. 
BHEL has aho added that the collaL·jrators agree to allow the 
Indian parties to ex}>Oll"ts to other countries excepting where the 
collaborator has certain exclusive arrangements or where the law 
of the land of the collaborator does not permit such exports. BHEL 
has further stated that though free export rights to all countries 
is the best proposition, while selling advanced technologies, com-
metical interests are an important consideration with the colla~ 
rator, the Indian Organisation should try to seek the best terms 
and Government should decide on a case to case basis. A long 
term export strategy/programme of the undertaking wc-.uld also 
help in assessing whether insistence on export rights is all that 
significant. BEML has stated that KOMATSU and RADJOJE 
DAKIL agreements specified the countries to which the product. 
could be exported. Under the W ABCO agreement, in BEML, the 
licensor had sole and exclusive right to distribute and sell in export 
markets and all products have to be sold through licensor or his 
nominee at 5 per cent less than the licensor's F.O.B. factory net 
distributor price. 

8.8. Lubrizol (1) Ltd., has s~a~ed that the agreement between 
Govern~ent of India and LJbrizol Corporation, USA counter on 
them non-exclusive right for sale of products to certain countries by 
mutual agreement. 

8.9. mE has stated that restriction on exports is detrimental to 
the country and should not be aHowed unless there are over-riding 
considerations. 

810. Instrumentation Ltd. has stated that foreign cl)Uaborators 
generally Co not agree for unrestricted export rights. However, the 
produ';:ts manufactured as for Russian technolog\' a -~ being exported 
to vario:Js countries without any objections. 

In the case of their agreement with Y H of Ja -.n export rights 
are available to all countries where Y H have join: \'enture5. 

8.11. HMT has informed the Committee as fo~lows:-

""lnvari~bly. the forei~n collaborators insist r,., mcorporating a 
restrictive clause concenting expor; of the products to cer-
tain countries dueing the period of aRreemeDt. They only 
agree tt) give exclusive rights for export to adjoining coun-
tries like Nepll, Sri Lanka. Burma and Bang\a Desh and 

43'7 LS-l& 
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non-exclusive rights to sell in other countries. Further 
we can also export our products in co-operation with the 
collaborator or through their organised agencies to all 
countries if specific export orders are to be fulfilled. 

'l'hiw is a matter of bargaining and HMT has always end64lv-
,. oured to secure maximum possible advantages. 

Since our exports are still disproportionate to our total pro-
duction the existing rights of export held by HMT have 
not produced any detrimental effect." 

8.12. In another reply after evidence the Department of Industrial 
Development have further stated that restrictions on export fran-
chise being a restrictive practice, is a not norma:ly allowed in foregn 
collaboration agreement. However, such restrictions are agreed to 
in regard to exports to the country of the foreign ccUaborator and to 
countries where the foreign collaborator has exist:ng licensing agree-
ments. The standard condition incorporated in foreign collabora-
tion approvals in regard to exports is given below: 

"Exports shall be pennitted to all countries except where the, 
foreign collaborator has existing licenSing arrangements 
for manufa·~ture. In the latter nsf'. t~€ cou::~rje3 con 
cerned shall be specified." 

8.13. The Department of Heavy Industry in a written note furnish-
E'd to the Committee have stated that-

"Generally, the licensor agrees to allow the Indian parties to 
export to other countries exc2pting where the collabora-
tor has certain exclusive arrangements or where the law 
of the land of the collaborator does not permit 9Uch ex-
ports. 

It is true that free export rights to all countries is the best 
pro:msition. But, while selling advanced technologies, 
commercial interests are an important consideration with 
the collaborator. A pragmetic ,'jew has to be taker. to 
such cases. The Indian party should try to s=ek the best 
terms and Government should decide on a case to case 
basis. Where there is a choice of collaborators, due weigh-
tage could be given to the collab'.)rators' stand regarding 
exports. A long-term export strategy/programme of the 
undertaking would also help in assessing whether exist· 
ance on export rights is all that significant." 
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8.14. The Ministry of Petroleum and Ministry of ChemicaJs ami 
::Fertilizers have informed the Committee that restrictions imposed 
in collaboration agreements have not .been determemtal to their ill .. 
terests. EX(Jort right is a matter of negotiations taking also into ac-

-count the know-how givers and his other licensees' area of operation. 

8.15. The Bureau of Public Enterprises have stated that they hav~ 
indicated in the guidelines that any limiting clauses, as far as exports 
.are concerned, should be accepted at all and where they already 
"f'xist, should not be eliminated if· and when the contracts come up 
~10.r renewal. 

8.16. The. Department of Atomic Energy have stated that-

·"as far as IRE's agreement with BCA is concerned, provision 
has be~n made to the effect that IRE is entitled to use, sell 
or otherwise dispose of the product in India or abroad, as 
long as it will not use BCA trade names. 

Government should not ap::>rove foreign collaboration l'lgree-
ments without providings for therein similar clause refer-
red to above." 

8.17. The Committee note that general guidelines for foreign 
·c:ollaboration stipulate among o:her conditions that entrepreneurs 
. should before negotiating foreign collaborati~ agreements take note 
of restrictive provisions regarding (a) sub-licensing of the technical 
~know-how, product designs, engineering designs, (b) procurement of 
·.capital goods, components, spares, raw materials, pricing policy, 
:selling arrangements and (c) exports. 

8.18. The Committee however find from the information furnished 
'hy about 50 puhlic undertakings that restrictive clauses on exports 
. appeared in 23 cases, restrictions On purcltase of machinery in five 
. cases, restrictions on passing of know-how in 13 cases and about 
trademark in two cases. The Committee need hardly stress that 
there should not be any provision banning the public undertaking 
from sub-licensing the technical know-how as any restriction in this 
regard will only entail respectiVe import of technology and accentuate 
to multiplicity of collaboration with avoidable outgo of foreign ex-
.change. The Committee have dealt with this aspect in a separate 
~bapter of this report. 

8.19. The Committee feel tbat inclusien of clauses imposing 
restrictions on purchase of plant and equipment, spares, raw materi-
als, components etc. from!througb the collaborator is an indireet 
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compulsion on the entrepreneur to go in for compulsory imports of 
plant and machinery and should not be agreed to ill the interest of 
sec:uring them at the most competitive international prices. 

8.20. The Committee note that though according to the guidelines 
there should be no restrictions on free exports to all countries, accord_ 
ing to the Department of Industrial Development, such restrictions· 
have been agreed to in specific cases where (a) the ,eoxport restrictions 
were in regard to certain areas or countries . as in the caSe of 
Jessops & Co., BHEL, BEML, MAMCO, BHPV and IPCI., (b) to' 
countries where collaborators had exclusive arrangements or where 
the law of the country of collaborator does not permit such exports 
(BHEL), (c) cxports should be through the licensors or his nominees 
at 5 per cent less than the licensor's F.O.B. factory net distributor 
price (as in BEML's agreement with WABCO). 

8.21. The Committee agree with IRE that restriction on exports is 
detrimental to national interests and may not be allowed unless ther.· 
are over-riding considerations. 

8.22. The Committee feel that where the foreign collaboration is 
being sought mainly for export purposes, any restriction on exports· 
will defeat the very purpose of the foreign collaboration and should 
not be accepted except where the countries to which the restrictions 
are sought to be applied are not the ones for which the Indian parties 
intend to cater. 

8.23. The Committee feel that since India has reached a significant" 
stage in the development of manufacturing capability and has in fact 
become exporter of not only sophisticated engineering goods but also 
of technical know-how. Go"crnmentlPublic Undertakings should" 
ensure that restrictions which come in the way of natural growth 0'-
exports to potential markets should be avoided to the maximum ex--
tent possible. 



IX 

AREITRATION 

£.1. It has been stated that according to the Government's policy, 
;a11 foreign collaborations should normally be subject to Indian laws. 
Arbitration by organised bodies such as International Chamber of 
Commerce etc. can also be provided for in specific cases with the 
;approval of Government. 

9.2. The check list prepared by the Bureau of Public Enterprises 
indicating the (Joints required to be taken care of at the time of nego-
tiating/concluding collaboration agreements state as fo()llows in res-
pect of arhitration:-

"Arbitration-It may be indicated, whether the Arbitration Act, 
'1940 shall apply. The number of arbitrators, companies, their natio-
nality and the venue of the proceedings may be indicated. 

Law of the country and venue for settlement of disputes 

9.3. Contracts particularly those with foreign parties should con-
tain an express provision as to thQ law by which they are to be gov-
erned. It would be desirable wherever Qossible to state that the 

.contracts would be governed by Indian law. 

According to the information furnished by 44 public undertakings 
in 19 out of 74 foreign collaboration agreements, the venue of arbi-
tration has been "outside the country". In 19 cases, the law appli-
cable for arbitration is stated to be the Indian Arbitration Act and in 

::36 cases, the arbitration would be according to International Cham-
ber of, Commerce regulations. In 5 cases, the arbitration will be ae-
.cording to the law of collaborator's country. (Vide s1litement Ap-
:pendix IX). 

9.4. BCCL have stated that as the collaboration agreement had re-
:SUIted out of inter-governmental agreement, any matters required 
for clarification are negotiated at the Joint Polish Commission meet-
jngs. 

9.5. Bokaro have stated that there is no provision about arbitration. 
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9.6 .. CMAL have stated that in case of disputes, the representa-
tive of the two Governments shall, by mutual agreement, settle the-
dispute as their collaboration agreements are with Soviet and Polish 
Governments. 

9.7. Hindustan Latex have stated that their arbitration is settled 
according to the provision of Indo-Japan Trade Arbitration agree-
ment in India. 

9.B. BALCO stated that their agreement with the USSR Qrovides: 
that in the case of any dispute or difference it shall be settled accord-
ing to the agreement between the two Governments. In the case of 
agreements with Hungarian firm, the disputes are to be settled by 
Court of Arbitration to be constituted according to the French Sub-
stantive Law. 

9.9. In this connection during evidence the representative of FACT 
\itated that the colaboration agreements should be subject to Indian 
laws. In case of agreements of the FCI, most of the services are per-
formed abroad and the collaborators would like to have a laws of 
their countries or neutral ones. 

9.10. The representative of 10C stated the collaborators do not 
have any objection to have arbitration in India prOVided the arbitra--
tion is in accordance with the rules and regulations and guidelines 
of the International Chamber of Commerce. 

9.11. The representative of IOC and IPCL were however of the 
view that venue of arbitration should be India although the arbitra-
tion may be according to guidelines of International Chamber of 
Commerce. 

9.12. In this connection the representative of Department of Eco-
D.omic Affairs and FIB stated as under:-

"Most of the countries with whom we have foreign collabora-
tion agreements abide by the ICC or Indian laws." 

9.13. To an enquiry by the Committee whether any difficulty has 
been experienced in regard to arbitration, the Secretary, Department 
of Petroleum stated as under:-

"It has happened on my side. In certain cases the party has 
insisted on the applicability of its own laws or arbitration 
being according to ICC or in line with British laws etc. 
This stage is reached after a technology or collaboraior 

• has been selected. Then the detailed llgreement is work-
~ 
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ed out and discussed with him. At that stage, he knows 
that he is either the cheapest or the most desirable and 
he is not too ready to concede on a point like this. He 
does not want to accept your laws nor the ICC. Ther~ a 
fair amount of trouble does 'arise, especially in exclusive 
technology or high technology areas, like in the ',rocess 
technology, in the IPCL, for instance. In three or four 
cases, we had to tell the FIB that we could not bring round 
tHe proposed collaborator. But in most such cases we do 
try to see that it should be ICC. Otherwise we have 
agreed in one case, for example, to the British laws bf'ing 
used; in another case we have agreed to the Swiss laws 
being used, all under compulsion and considering the de-
sirable nature of the technology or its competitive charac-
ter. It is on merits and the FIB has been fairly flexible 
in this." 

9.14. The Secretary. Department of Mines added that in case, at 
the tir::e of consideration of proposal by the FIB, it is pro?osed that 
the ag:'eement would be subject to arbitration of· ICC etc. this should 
be clec:rly brought out in the summary, etc. 

9.1f. To a further enquiry by the Committee whether there have 
been eelays because of the arbitration clause, the Secretary, Depart-
ment CYi Petroleum added:-

"~ot specially so. There is delay naturally whenever yQU go 
beyond the guidelines. Although it may not be the rule, 
it is not agreed to overnight it is agreed to sparingly after 
a lot of discussions and persuasion. That is inherent in it; 
otherwise people will become a little too relaxed. I would 
personally not suggest that they should be relaxed on every 
nor do I suggest that they should be relaxt:.d on every 
occasion." 

9.16, Secretary, Department of Expenditure, Ministry of Finance 
f>tated:-

"If I may submit, there are three aspects the law of the con-
tract, aribitral forum and the law of arbitration. It could, 
be to our advantage if all contracts entered into by all 
companies in India, public or private, were under th~ laws 
of· India, if arbitration were to be under the Indian Arbi-
tration Act and the forum were to be an Indian arbitra-
tion forum. This reduces our costs, makes our position 
ami our knowledge n~ t~e law firm, That is therefore, 
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our bargaining position in respect of literally thousands 
of contracts that the private sector are enti!ring into with 
reU,lect to collaboration agreements; that is what the guide-
line is. However, in all major negotiations the other party 
would obViously prefer exactly the opposite. An American 
party would natucally prefer the laws of New Y crk, the 
arbitral forum to be New York. So in the major contncts 
it is a matter of negotiations and our guidelines are there-
fore ftexible. Wi! start with the position that we are a 
Sovereign government; we are negotiating with ~artiei' an 
over the world and they should if they want tc inveEt in 
India accept our framework of· laws which are w 2ll-known 
and well-established; about their fairness there should be 
no doubt. However, in the real world of bargaining it is 
necessary that we should be prt~:>ared to yield tc a certain 
extent on international arbitration forum, law cr arbitra-
tion or even law of contract. We are not prepared to ac-
cept contracts and arbitration under legal systems which 
are strange to us. Therefore, as Secretary Ministry of 
Petroleum had stated, the guidelines should be there; it 
should be ftexible; where major contracts are n€gotj~ted 
and they cannot be finalised under those terms, we should 
be prepared to relax them." 

9.17. In a written note furnished to the Committee it has b.een 
fitated that so far as the principles of arbitration are concerned, thi! 
rules of conciliat:on and arbitration of the International Chamber 
of Commerce and th:! Indian Arbitration Act are the same. How-
ever, there are certain differences as indicated below:-

- ---. _._---_._----_._---_. -----
As per Irterr .ljar al Chambc. r of Commuee As pu It dillr Arbritr&tior ACT 

I. NormBlly, the Irlc:rnatioral O.lImlxr Cses car: be refer-cd to arbitnrior t'~fJ1 if 
of Comm ~ ree will not take up for con- the ro is r.o arbitration clause. by tbe Partin 
sid~ration if there is no arbitration clause concxrr(doc by the court. 
in the alTttment betW( en the Pani( s 
or w lere the re is an arbitration clause ir 
which the lelt-matio- al Chambt r of 
Comm-rce is rot specified or if the 
d:fC'ndant declinesarbiTralior bv Irtu-
national Chemba ofComm. ree: 

a TiI.:re is a "Court of A~bitration·· the 
m:mb.rs of w\ic~ are appointed by 
the Cou~.cil of Internatio' a1 Chamber. 
The Coun of Arbitration does r..ot iTself 
settle disputu. This Ooun comf I ir.to 
the picture o:.Iy ur.dl r c rTain circums-
tar..cu. 

The Cour.ts in India have jurisdiction OIl 
thele matters and they have a lepl bind-
iI',. 
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3. Norm~lly.thc proceesdings shall be The proceedirgs shalltake place only in Irdja 
governed by the law of procf dure s and (he rules laid down urder the Indian 
c'tosen by the partil s or fdlir_g such Arbitration Act shall only apply. 
choice those of the lEW of the cour_try 
iT! which tr_e arbitrator holds the pro-
c?edings; the place of arbitr<;tior, if 
Lot decidt d upon by tt-_e parlir s ir ad-
vance, shall be dctcrmired by the Court 
of Arbitrators. 

4. No award shall Ul'dl r any circumstancc 8 
b~ issued u ~il approval as to its form 
by the Court of Arbitratiol' of the Ilte r-
natio- al Chamber of Comm: rce. 

~. The award shallbe final. 

The arbitrator car. give' his award in tbe 
form decided upor by t-jm. The award 

will have to be registered or cause 
to be registcn d tithe r by the erbitr8tor or 
the umpire. 

The award can be set aside urdfr certain 
circums:arc< s urda the Irdian Arbi-
tration ACT ( Miscorduct 'of Arbitrator 
or award having bten JIUlde 'afrtT issue of 
1L'1 ordfT by a court sup. rsc dir g the arbi-
tration or improper procure mert of 
award). The Court has powers to modify 
or correct the aWllrd (II) where it 
appears that a pr.rt of the award is upon 
a math r not ref, rn d to arbitratior ar;d 
such part cal'_ be separated frem the othu 
part and does Lot 2tre ct the de cision on the 
matter reflrrcd, (b) whae the award 
is imp.rfl'ct in form, or COTtair.s any 
obvious error which can be awarde d with-
out a1fcctiJ,g such decisior or (C) where 
the award cortair s a ckrical mi,take or 
an error arisir_g from an accidental step 
or ommission. 

--- ---- ------------------ -------------
In this connection the Pugwash Draft Code Qj Conduct in the 

field of transfer of technology has suggested that" in th 
field of transfer of technology has suggested that" in the 
event of a dispute between the supplier and the recipient 
of technology, legal jurisdiction for settlement of dispute 
should reside in the courts of the technology recp.lvmg 
country and if the laws applicable to the technology trans-
fer agreement do not exclude recourse to arbitration in 
this field and the parties concerned agree to submit their 
possible disputes ~ arbitration, such disputes can b~ set-
tled according to the procedure agreed by the ,?arties. 
However, it is suggested that, in order to permit the solu-
tion of technical disputes at an early stage, thus minimiz-
ing the need for legal arbitration or judicial settlement of 
disputes, the parties might insert provisions in their arbi-
tra;tion procedure whereby disputes of a technical nature 
cfanbe submitted as soon as possible after they arise to 
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impartial technical eXQerts appointed in a way acceptable 
to all parties concerned." 

The Pugwash Conference on Science and World Affairs held at 
Madras in January, 1976 in the Code of Conduct which has been 
finalised, has stated as follows in regard to the applicable law and 
settlement of disputes: 

"Technology transfer arrangements shall be governed, with 
regard to their validity, performance and interpretation, 
by the laws of the technology-rec;:!iving country. 

The technology-receiving country shall exercise legal jurisdic-
tion over the settlement of disputes pertaining to transf!?r 
of technology arrangements between the parties concern-
ed. 

If the laws a(:)plicable to the technology transfer arrangemi>nls 
do not exclude resources to arbitration in this field and 
the parties concerned agree to submit their possible dis-
putes to arbitration, such disputes will be settl;:!d according 
to the procedures agreed upon by the parties concerned." 

!US. The Committee find that according to the Government's policy 
all foreign collaborations should normally be subject to Indian laws 
and arbitration by organised bodies like International Cllamber o.~ 
Commerce can also be provided for in specific cases with the approval 
of Government, in 19 out of 74 foreign collaboration agreements in 
Public Undertakings analysed by the Committee, the venUe of arbi-
tration has been outside the country; in 19 cases, the law applicable 
for arbitration is stated to be Indian Arbitration Act and in 36 cases. 
the arbitration was to be according to International Chamber of Com-
merce regulations. In 5 cases, the arbitration would be according to 
the law of the co·]aborator's country. In case of 2 agreements, the 
disputes are to be settled by a court of arbitration to he constituted 
according to the law of a country independent of the parties to the 
agreement. Where the collaboration agreement has been the resu'! 
of lntcr-Governmental agreements, the matters are left to be settled 
according to such inter-Governmental agreements. 

9.19. The Committee are informed that generally the coUl\borators 
have no ohjection to the venue of arbitration being in India, but the 
collaborators would like that the arbitraiton should he in accordance 
with the rules and relUlations and guid.eolines of tile 
IDtematlonaI Chamber of Commefte. The Committee note 
that it is m the interest of the country if aU contracts entered into by 
companies iD Jndia, Nth publie and private, are under the laws of 
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hattia and the arbitration were to be Indian Arbitration Act and the· 
forum were to be the Indian Arbitration Forum since arbitration in 
such cases will be under the framework of laws which are well known 
and well established in the country and will also keep down the costs 
of arbitration to the minimum. The Committee fint! that although 
the principles of arbitration both under the International Chamber 
of Commerce and Indian Arbitration Act are the same, there have-
been certain differences between them, viz. while under Indian 
Arbitration Act cases can be referred to Arbitration even if there is· 
no arbitration clause, the International Chamber of Commerce will' 
not take up for consideration if there is no arbitration clause in the 
A~eement or where there is an arbitration clause in which the· 
International 'Chamber of Commerce is not specified or if the de-
fendant declines arbitration by the International Chambel' of Com-
merce. 

9.20. Again while the courts in India have jurisdiction on these· 
matters and they have a legal binding, the "Court of Arbitration" ap-
pointed by the International Chamber comes into the picture only 
under certain circumstances, but it does not~tself settle disputes. 
Similarly, the proceedings under the Indian Arbitr2tion Act shall take 
place only in India and the Indian rules will only apply in such cases, 
whereas the proceedings under the International Chamber of Com-
merce will be governed by the law of procedures chosen by the par-
ties or failing such choice of the law of the country in which the arbi-
trator holds the proceedings. The place of arbitration in such cas."5 if·· 
it is not decided by the parties in advance shall be determined by the 
"Court of Arbitration". Again while under the Indian Arbitration 
Act, the arbitrator can give his award in the form decided upon by 
him, no award shall, under any circumstances, be issued until the· 
form of the award is approved by the International Chamber of Com-
merce. 

9.21. While the award under the International Chamber of Com-
merce shall be final, the award under the Indian Arbitration Act can 
under certain circumstances be set aside and the court has the powers· 
to modify or correct the award after due examination. 

9.22. The Committee feel that the Indian Arbitration Act is more 
definitive and it should normally be possible to include the provision 
for arbitration in the collaboration agreements in conformity with 
the Indian Arbitration Act. However, in cases of collaboration agree-
ments for sophisticated technology where the collaborators may be 
few, the arbitration may have to be under the rules and regulations· 
ef latemational Olamber of Commerce, if so insisted upon. Even in. 
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'such cases the Committee would like that the venue of arbitration 
. should as far as possible be India. 

9.23. The Committee recommend that collaboration agreements 
should clearly specify the arbitral forum and the law' applicable in 
the case of arbitration so that difficulties do not arise about interpre-
tation of the provision relating to arbitration in the collaboration ag-
reement. The Comm.ittee would a!so like Government to consider 
the feasibility of making suitable provisions in the agreements by 
which technological disputes are resolved during the !tubsistance of 
the agreement and the need for legal arbitration or judicial settle-
ments which are fairly long drawn out processes involving unOOol'tain 

"1iabilities are minimised. 
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EVALUATION OF COLLABORATION AGREEMENTS 

10.1. In a note the Ministry of Industrial De'\)elopment informed: 
that the administrative ministries watch the progress regarding im-
plementation of foreign collaboration agreements. T~'1~ Reserve Bank 
of India has carried out two detailed surveys of foreign collaboration 
agreements entered into by public as well as private sector projects· 
for the period 'from April, 1960 to March 1964 and from April 1964' 
to March, 1970. The results of these surveys have helped· the Gov-
ernment in reviewing its policies on a continuous basis. For exam-
ple these surveys had brought out various types of restrictive clauses 
in foreign collaboration agreements like restriction of exports, sub-
licensing, payment of minimum amount of royalty irrespective of 
level of o]roduction, purchase of machinery, raw materials and com-
ponents from a specified source, returning of designs and drawings 
after the expiry of the agreement, prohibition on the use of foreign 
patents after the expiry ·.)f the agreement, foreign collaboration ag-' 
reements being subject to the laws of foreign countries etc. It is the 
policy of the Government not to generally permit restrictive clauses 
of the types mentioned above in collaboration agreements. 

10.2. The Department of Heavy Industry informed the Committee' 
that difficulties eXQerienced by the undertakings in the working or 
foreign collaboration agreements by way of delay in receipt of de-
sign documentations, components, trail!ing facilities, etc. are taken 
up at the appropriate level. 

10.3. Tl1e Ministry of Defence also watches the performance of 
undertakings under their control by periodical monitoring of the 
progress in execution of the relevant projects and the progress of 
indigenous manufacture/development. These· are also monitored 
by agencies like the Aeronautics R&D Board, the Aeronautics 
Production Board, DTD & P (Air) and Steering Committees/Re-
view Committees. 

10.4. The Ministry of Petroleum and Chemicals however stated· 
that there had been no specific review of the collaboration agree-
ments with a view to assessing the success or otherwise of the agree-
ments. Such a review was undertaken, if any agreement comes up 
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. for renewal. Such an assessment of performance has also not been 
done by the Department of Atomic Energy. 

10.5. The Bureau of Public Enterprises has stated that they had 
-.received information from 35 units indicating their views on foreign 
collaboration (vide Appendix X). Maximum number of collabora-

-tion agreements have been entered with USSR. Most of the unia 
have expressed satisfaction in regard to the performance of 
colaborafion agreements and it has been main~ained that same 
proved to be quite useful. 

10.6. On an equiry whether the performance of an undertakin« 
wa3 reviewed with a view to assessing the success or otherwise 
of the foreign collaboration, the Fertilizer Corporation of India 

: stated as follows :-

"This has been a continuous exercise and we have been at-
tempting wit'3 each succeeding contract to improve upon 
the contract provisions and clauses in the light of experi-
ence of previous c:Jntracts. Howeycr, it is to be stated 
that there have been contracts in the past wherein we 
have had finally to go in for arbitration. On the other 
hand, we have also had fruitful collaboration agreements 
in the case of Gorakhpur and N amrup and some of the 
plants in Trombay such as methylamine etc. There are 
no special outside agencies which monitor and evaluate 
the performance and progress of the various collaboration 
agreements. lIt is done mostly internally in the Corpora-
tion itself and in the Administrative Ministry also. In 
the case of projects financed on World Bank loan, the 
performance and progress of various collaboration agree-
ments are also periodically reviewed by World Bank staff 
particularly in order to see that the schedules are being 
maintained and take action where called for." 

10.7. BHEL stated that "on the basis of overall performance since 
-the first collaboration was concluded, it can be stated that the 
manufacturing expertise has been absorbed satisfactorily. Capabi-
lity in developing new products is yet to be fully established and 
we have to go a long way in developing capability in developing, 
-hasic know-how." 
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11.8. The representative of BHEL stated during evidence before 
the Committee: 

"We have got a Technological Development Plan. We evalu-
ate the performance at the close of the year. Vie are 
today having a forum to indicate the progress that we 
are making in terms of collaboration agreement 2nd the 
know-how agreement we have entered into." 

10.9. HEC has stated that no specific assessment has been made. 
Generally, th~ collaboration has been successful-indigenouE know-
how developed and equipment manufactllred. 

10.10. BEML and IPCL have stated that there is no jarmal 
agency for continuous evaluation of collaboration agreement. IDPL 
is however, of the view that success or otherwise of the co~JCJbora.­
tion agreement has to be determined by two factors: 

(a) whether it has been possible 1:0 attain the rated c<'.'.pacity 
within the norms given; 

(b) whether it has been possible to make a profit at end of 
of the year. 

1e.11. Bharat Opthalmic Glass informed that Governmc,i; had 
recently reviewed the performance of the undertaking by apr~jnting 
a Techno-Economic COE1:"""itt=2. 

10.12. To an enquiry by the Committee as to what is : :-)e ex-
perience of the undertakings with foreign collaborators of d;?ierent 
countries, the representative of Heavy Engineering Corp:;:-ation 
stated :-

"About my experience of fore ign collaboration, my colJabora.-
tors are the Soviet Union and Czechoslovakia arl~ :,olla-
boration agreements are not like agreements with iG,rivate 
sector firms in the west They are more in the m:iure of 
friendly assistance and co-operation rather than fnanci .. l 
collaboration agreements." 

''We have had very happy relations with our two foreign 
collaborators." 
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10.13. The Managing Director, Bokaro Steel stated in this Con-
nection that:-

"I was in Bhilai for six years and I had the experience with 
Soviet people there. I then moved to Durgapur which 
has British-collaboration, for 9 years; and I am now back 
at Bokaro which has Russian collaboration. I have found 
in my experience that financially, the Russian collabora-
tion has offered the best terms." 

"Among all the collabora~ion that we have with foreign 
. countries, my assessment in regard to various matters in-

cluding the quality of association, is that the Russian 
collaboration is certainly of the highest standard, because 
there is some element of missionary zeal in making the 
unit succeed." 

10.14. The Chairman, IOC stated in this connection that: 

"I will try to give my opinion about the collaborations with 
different countries. We have collaborations with the 
Russians, as well as with the French. as well as with the 
Romanians and Italians also, in some cases. 

Our experience with the Russians is that we have got full 
cooperation from them. Thev completely passed on to-
us whatever technology they had, including the drawings 
and designs. As mentioned b you, our first refinery was 
built in Baroda, and they gave full assistance for it. Our 
experience with them has been yerv, very good and we 
are happy with the experience. We are also still getting 
help from them." 

10.15. To a qllesticm by the Committee whether the Russian 
collaborators are helping and cooperative iT) furt.her consulta :1.0:1S and 
supply of some spare parts which may be required, the witnes3 
replied :-

eel must tell you that when we built the two refineries at 
Baroda and Gujarat between 196~ and 1965, we had stilt 
not developed spare parts and till the snare parts were 
developed in the country, they supplied them to us and~ 
whatever critical snare parts we need are still being sup-
plied. Wherever we have difficulty. we request them to 
supply the spare parts and they do so." 
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"As far as the Italians are concerned. we have built one plant 
with their cooperation. There, '01 coune, it was a very 
small collaboration- and after' the unit was built; we did not 
have anY relations with them:" 

"Now we are not getting anything from them because we 
have developed in our country. As far as the pipeline is 
concerned, our experience with them has been fairly 
good, ex.cept in certain fields where we had problems, but 
these problems have been resolved." 

But except for certain deficiencies in the design, the per-
formance was more or less fairly good and I do not have 
much complaint about, except for the capacity part of 
it. 

About the French col'l.aboration, our experience in regard to 
Haldia was also good and we do not have much problem. 
They have met most of their commitments except at one 
or two places and we are still negotiating with them for 
meeting their commitments as per the design. 

We have got collaborations with the Romanians both for the 
refinery at Gauhati and the one at Haldia and I don't 
think we have much complaint about the Romanians also. 
They too have been very cooperative." 

10.16_ In a note furnished by the Steel Authority of India Limit-
Ed to the Committee regarding working and experience of collabor-
ation agreements in the case of various Steel Plants, it has been 
stated as under: 

Rourkela Steel Plant 

"The supply of drawings as per contract has been generally 
satisfactory. The Main Plant contractors however, were 
facing some difficulty in obtaining drawings from the 
sub-suppliers for the bought-out equipments of patented 
proprietary nature incorporated in the Main Plant mach-
inery and equipments." 

The production contractor provided opportunities for the 
Indian operating personnel for necessary training and ex-
perience in the operation of the respective Plants . 

..,7 LS-19; 



274 

All the contracts also provided for training of Rourkela Steel 
Plant personnel in the operation and maintenance of the-
respective Plants with the suppliers in Germany. The-
relevant clause in the General Conditions of contract is 
reproduced below: 

"The contractor shall arrange for the training of a reasonable 
number of Indian technical personnel to be specified by 
the purchaser, in the shops manufacturing the equipment 
and machinery specified in the contract. The period of 
training will be mutually agreed upon. Their travelling 
and living expenses shall be borne by the Purchaser." 

Alloy Steels Plants 

"Collaboraiion with Atlas Steels Ltd., Canada proved to be 
quite fruitful in standard production. 

Bokaro Steel Limited 

During the working with the Soviets for about a decade now, 
the Indian side has received active cooperation, assis-
tance and readiness to help in all the fields enumerated' 
at para 1.2, in the spirit of the collaboration agreement 

as at para 1.1. 

The submission of DPR, working drawings and technical do-
cumentation has been generally on time as per agreed 
schedules. 

NotWithstanding what was provided for in the original agree-
ments with the Soviet Suppliers, they have readily agre-
ed to curtailment of their scope of supplies whenever the 
Indian side subsequently felt that such supplies could be 
arranged indigenous. 

However, difficulties have been experienced in following res-
pects:-

They have not been agreeing to incorporation of item-wise 
delivery schedule, which is necessary to link up the 
supplies with the erection programmes. The experience 
shows, that, in absence of item-wise delivery schedule irr 
contracts, some items have been delivered out of sequ-
ence com,ared to the actual requirements. In respect 
of items delivered considerably in advance, problemIF'" 
of storage and reconservation have been faced. 



.. -r· 

*' 

275 

Due partly to non-sequential supplies, the guarantee pariod 
of the equipment shipped much in advance expired 
while the-equipment were still lying in the Stores. 

One Designer's supervision side, a group of Soviet specialists 
have been working side by side of the Indian Desi-
gners rendered effective services. Free and frank flow 
of information and knowledge has taken place even on 
intricate design aspects, which has enriched the Indian 
design side and enable it to handle the tasks for Stage II 
more effectively. 

(In th~ technical supervision on construction, commISSIon-
ing, etc., Soviet specialists posted to construction or-
ganisation have been working shoulder to shoulder with 
the Indian counterparts. Free flow of information bet· 
ween the Soviet Designer's Supervision Group and the 
Indian Designer's also augment the design know-how 
of Indian Designers. 

Initial spares for equipment supplied by the Soviet side are 
included in the scope o~ supply for the equipment. 
Additional spares are supplied as required by the India 
side on terms mutually negotiated. The sup?ly posi-
tion of spares from the Soviet side is generally satisfacto-
ry against the signed contracts. However, it is observed 
that sometimes quotations in the form of draft con-
tracts for the requirements of spares projected on them 
are considerably delayed. This delays the conclusion 
of contracts and consequently supply of sparc:-s. 

The Soviet side arranges for training in operation and 
maintenance of the plant to Indian Engineers, in differ-
ent running plants in the USSR. 

Soviet specialists deputed to IIndia also help in imparting 
their knowledge in design, construction and opera-
tion sides. 

10.17. The Committee find that only the Reserve Bank of India 
have undertaken two comprehensive surveys about the working of 
the foreign collaboration arrangements in the country. While these 
have served a useful purpose in giving an overall view, the Com-
mittee feel that a detailed survey and analyais has to be carried 
out at the national, sectoral and unit level iD order to 1eam from 
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the experience of working of the foreign collaboration agreements 
with different collaborators and countries. It would be pertinent 
in this context to re('all that in evidence before the Committee, it 
has' been empbatiealf,y stated! by the Manag~ Directors/Chair-
men of leading public undertakings that technology and know-how 
received from Soviet Russia and other socialist countries has large-
ly fulfilled the objectives and that the performance of the units set 
up has been very satisfactory. The Committee note particularly 
the element of dedication which has been ascribed to the Soviets in 
the matter of transfer of technology and in helping the public sector 
units to absorb technology and reach self-relianca The pro-
blem of ~lection of technology and collaborators is, however com-
plex in the case of other countries for in India there is no centralis-
ed agency or data bank where information may be readily avail-
able to facDitate the selection of the most suited technology and 
the best collaborators for project. 

10.18. The Committee, stress that Government should devise suit-
able arrangements for evaluation of the foreign collaboration agree-
ments on national', sectoral and unit basis with particular reference 
to the following considerations: 

(i) The extent to which the terms of agreements have been 
fulfilled in letter and spirit and the readiness shown by 
the- foreign collaborators to resolve unanticipated pro-
blems and to adhere to the time schedule for delivery of 
drawings, designs, equipments etc. 

(ii) whether the production capacity has been developed as 
per the prescribedl time frame upto the installed level 
and whether the warranted performance has been sust-
ained over a period. 

(iii) Quality of service after installation with particular re-
ference to the spirit of cooperation and helpfulness in 
resolving problems of operation and maintenance and 
sharing knowledge about advances in the relevant field 
of technology and know-how which would help the unit 
to attain higher production or eftect reductions in cost. 

(iv) Concrete help given in import substitution with parti-
cular reference to raw materials, machinery and equip-

.. ment. 

(v) Quality aad quantity of production with reference to 
tlgures 1Dentioaed in the project report. 
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(vi) Acceptability of the product by the users in India. 

(vii) Potentiality for export and the extent to which it has 
been realised. 

(viii) Assistance given in setting up maintenance schedules and 
in arranging supply of spare parts on assured basis and 
at competitive prices and management of inventories. 

(ix) Setting up of a management information system in the 
interest of effective control over the unit. 

(x) Setting up of the Planning Research and Development 
Division and the concrete help given in the absorption of 
technology and know-how and making it self·reliant, and 
self-generating. 

10.19. The Committee suggest that while institutional arrangoe--
ments may be made for critical study and appraisal of foreign coll-
aboration agreements which have already run their course, such 
monitoring should be done in future concurrently so as to derive 
meaningful information and data for use while negotiating and 
finalising foreign agreements. 

10.20. The Committee also suggest that the information on the 
above mentioned points and other related matters may be suitably 
brought on the data-bank under DGTD for providing ready reference 
and guidance in the matter of selection of foreign collaborators 
and technology. The Committee attach great importance to the 
above recommendations and would like to be informed, within six 
months, of the concrete measures taken by the Government in pur-
suance thereof. 

NEW DELHI; 
29th April, 1976. 

Vaisakha 9, 1898 (S). 

NA W AL KISHORE SHARMA, 
Chairman~ 

Committee on Public Undertakings~ 



APPENDIX-I 

(Vide Paragraph No. 2.7) 

Guidelines i8sued under the Ministry of Ind'UStrial Development 
O.M. No. ID&FC.5 (26) ISS-II dt. 25-1-1969 regarding foreign 

collaboration policies and vrocedure . 

• • • 
The following are some of the general principles to be borne in 

mind while dealing with foreign investment collaboration cases: 

(i) Even when the principle of foreign investment in a parti-
cular industry is accepted, it is important to ensure that, 
to the maximum extent possible, effective control in a 
joint venture rests in Indian hands. That is why foreign 
equity participation beyond 40 per cent is accepted in only 
exceptional cases. It is probable that in view of the 
Indian shareholding being divided, the foreign collabora-
tor may be in a position to exerciSe effective control on 
the basis of a holding of less than 49 per cent. In view 
of this, all cases with foreign holding in excess of 40 ;::>er 
cent should be looked at carefully and, where approved, 
such steps as may be practicable (such as insistence on 
majority Indian Diretors) should be taken to ensure 
tha-t effective control remains in Indian hands. In judg-
ing the relevance of foreign equity holding to effective 
control, it would also be pertinent to distinguish between 
eases where the foreign equity holding belongs to a single 
group of management (or closely related groups of man-
agement) and those where it is shared, particularly with 
foreign financial institutions including International In-
stitutios. 

While our policy is to encourage foreign private inves-tments 
in the industries which we desire to develop, one of the 
criteria for judging such proposals would be related to 
the profitability of a particular industry. While consi-
dering proposals for foreign equity participation in in-
dustries where the profit margin is substantially high, 
Minist~ 9}.ould take into account the nuantum of divi-
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dends which will have to be remitted abroad in a relati-
vel~ short period and relate this to the likely earning or 
saving of foreign exchange. 

Normally royalty is expressed as a percentage of the ex-
factory selling price of the product, minus the landed cost 
of the imported components including ocean freight, in-
surance, customs duties payable thereon etc. 

In appropriate cases the alternative of expressing royalty as 
a fixed amount per unit of production may be consider-
ed. This may be particularly appropriate in cases where 
the Indian price of a commodity is expected to be very 
high as compared to the International price. 

In respect of the engineering industries, a provision should be 
-made in all collaboration agreements to the effect, that if a readily 
identifiable component is made by the same Indian I?arty in collabo-
ration with another foreign party, on a royalty basis, the cost of 
such a component should be deducted from the ex-factory priee of 
the final product for the purpose of computation of royalty. Simi-
larly, if the same foreign collaborator is associated with the manu-
facture of the final product and also many of the identifiable compo-
nents, even if the Indian partners are different, the cost of such 
components should also be offset from the value of the final product 
for the purpose of the computation of royalty. 

(iii) For the ,;>urpose of these gUidelines royalty has been group-
-ed into two ranges, a low range upto 3 per cent and the other upto 
~ per cent. All royalties are subject to Indian taxes. The Ministries 
and the Departments of the Government of India should not as a 
rule negotiate on the basis of payment of fees to foreign collabora-
tors free of Indian taxes but should insist on such payments being 
-fixed subject to applicable Indian taxes. 

The question has been considered whether in cases where minority 
-foreign investment is allowed, the rate of royalty applicable -should 
'be something l'"SS than what would be admissible if there is no equi-
-ty participatillll. A view has been expressed that in so far as the 
-foreign investor gets a share in the profits of the comp~ny, there is 
-a justification for a reduction in the royalty rate. On the other hand, 
~the foreign investors have often taken the stand that their participa-
tion in the equity risk should not be a ground for denying payments 
-which would otherwise have been made. Government have accept-
.ed this position. It is felt that we should not take a rigid stand that 
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there should be an appreciable reduction in the percentage of roya-
lties on ac,count of equity participation pariicularly as this m~y act 
as 'a disincentive to investment. In the interest of quick decisions, 
it does not seem desirable to have too much of a refinement to re-
gulate the rate of royalty according to the quantum of minority in-
vestment. 

(iv) In the very limited number of cases where majority foreign 
participation is agreed to the royalty payments to the foreign colla-
borators should be considered only when one or more of the follow-

, ing main .::.-iteria are satisfied:-

(a) the majn contribution of the project is in a field of tech-
nology where India has made little progress and where 
great deal of initial or additional development is necessary; 

'» the amount of foreign exchange needed for the project is 
such that unless the foreigner is allowed to have majority 
share holding we shall ourselves have to find a substantial 
amount of the foreign exchange for the project, no alter-
native methods of long term finance being practicable; and 

(c) an essentially export oriented scheme. 

(v) There should generally be no provision for payment of a sti-
pulated minimum amount of royalty related to turnover. 

(vi) In the case of payment of royalties to overseas concerns' by 
fully-foreign-owned or majority-foreign-owned Indian companies, 
the following procedure should be followed: 

'. 

(a) Collaboration 'between a wholly-owned subsidiary oj a fo­
reign company in India and the parent companY-OrdinariIy 
no roYalty payments to the parent company will be 
agreed to but payments towards technical services and 
fees for contribution towards research expenditure may 
be considered on merits in individual cases. 

(b) Co11oh0Tation bettoee'R a tohol1y-owned foreign subsidiaTY 
in Indi4 and a fot'dgn compa.n.y othet' than the paTent com-
pany-As a general policy collaboration between wholly-
owned subsidiaries in India and a foreign party other than 
the parent company should be discouraged. 
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(c) Payment.of 'roYalty in joint ventures in wh.ich. the jorcigrc 
collaborato-r has a majority holdin,g-In cases of companies 
with maJority foreign equity participation it will not be 
practicable to take the stand that there should be no royalty 
payments at all. The existing policy of allowing a substan-
tially lower rate of royalty than would otherwise have be2n 
agreed to will continue to be followed. 

(vii) Royalty payments should normally be restricted to a period 
of 5 years from the date of agreement Or 5 years from the date of 
commencement of production provided production is not delayed 
beyond 312 years of signing of agreement (i.e., a maximum period of 
seven years from signing of agreement). 

(viii) In all cases of Government ap::>roval to foreign collabora. 
tion proposals it should be specifically stipulated that the royalty 
terms were being approved for a particular quantum of production 
(viz. upto the capacity"licensed or proposed to be set up, and 25 per 
cent in excess thereof) and that in case of production in excess of· 
that quantum the prior approval of Government would have to be 
obtained regarding the terms of payment of royalty in respect of 
this extra production. 

(ix) The fact that foreign investment is allowed should not be a 
ground for allOWing import of capital goods which would otherwise 
not have been aHowed. There should be appropriate scrutiny from 
the indigenous availability angle to ensure that the maximum pos-
sible fabrication of indigenous machinery is insisted upon. It is, on 
general, desirable for investment to be in the form of cash, with 
purchase of equipment from the cheapest source. Where the invest-
mentis in the fOrm of equipment, care should be taken to see tha.t 
the prices charged are reasonable. Where the capital partici4:Jation 
exceeds the value of imported machinerY, the balance should be 
brought in cash. 

(x) There should be no stipulation that raw materials, compo-
nents etc. will be obtained only from the foreign collaborator. The 
Indian parties should have freedom of choice in this regard. 

(xi) With a view to promote exports of non-traditional products 
the following points should be kept in view: 

(a) .When existing collaboration agreements which limit ex-
port franchise, come up for renewal, the restrictions should' 
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be totally eliminated or substantially removed. In the 
event of the foreign collaborator not agreeing to t.his cour-
se of action, renewal of agreements should not be permit-
ted· , 

(b) further agreements should be stringently scrutinised to eli-
minate export restrictions, the approach being that· the ag-
reement should allow free export to all countries except 
perhaps the country, of the foreign collaborator or the 
countries where the foreign collaborator is having joint 
ventures in the same field of production; 

(c) in low-priority or non-essential fields of production where 
foreign collaboration is not generally allowed, a relaxa-
tion be made where the foreign collaborators agree to 
undeortake a major share of the production fOr exports; and 

(d) the existing policy of not allowing foreign collaboration 
in trading activities may be relaxed where such collabo-
ration is exclusively aimed at augmenting our export sales. 

The Ministries should ensure that the export clause h~ the col-
laboration agreements gives correct and definite information !'egard-
ing the countries to which exports will be specifically permitted or 
disallowed and this information should be clearly indicated in the 
Nott$ISummaries prepared for consideration of the FO!'eign Invest-
men t Board or its Sub-Committee. 

In considering applications for foreign inve3tment/collaboration in 
low-priority and non-essential fields, no specific percentage can be 
rigidly enforced in regard to the quantum of production .to be under-
written by the foreign collaborator for export; this will have to be 
considered on the basis of the export Qotential of each product. Be-
fore putting up such cases to Foreign Investment Board, Ministry of 
Commerce should be consulted and thei!' views obtained in each case. 

(xii) Where an indigenous "know-how" capable of commercial 
exploitation is available, importation of know-how is not normally 
permissible. 

(xiii) The importance of avoiding repetitive import of know.how 
for the same or similar product Qr process should be kept in view, 
Also to the extent practicable fresh entrants should be asked to ob-
tain the know-how imported by those already in the field. 
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In fields of manufacture where a number of collaborations have 
already been approved and a new application is received for appro-
val of foreign collaboration in the same field, steps should be taken 
to explore whether it is possible fOI' the new applicant to obtain the 
Know-how from one of the parties who are already in possession of 
it. In many of the existing agreements there is a secrecy clause. In 
future agreements the Ministries should ensure that there is a pro-
vision to the effect that the technical know-howJproduct designjengi-
neeoring design can be passed on to another Indian party, should it 
become necessary, on terms as mutually agreed to by all the parties 
concerned, including the foreign collaborators, and subject to the 
approval oL Government. 

In fields where there is likelihood of 3 or 4 units of the same in-
·dustry, being set up at about the same time and all of them are like-
ly to require foreign collaboration, it should be ensured that nego-
tiations for acquisition of know-how for these units are conducted 
in a coordinated manner, with selected foreign parties, rather than 
permit each Indian party to negotiate individually and independently 
-of each other. Economics of scale would make themselves felt in such 
a case of negotiation on a multiplant basis and result in lowering of 
royalty rate and IUrtlp Sum fees for the first as well as every subse-
quent unit. 

(xiv) In appr~:-:'iate cases, and to the maximum extent practi-
cable, there should be provision for Indian scientific, technological and 

'engineering institutions being associated with the foreign collabora-
tion, so that the foreign 'know-how' is absorbed in our economy as 
quickly as possible and further developments could take place with-
in the country. While approving a case of foreign collaboration, stress 
should be laid on the development of indigenous "know-how" as 
early as Qossible, so that it may be possible to discontinue the colla-
boration after the period of validity of the agreement. 

(xv) With a view to ensuring maximum possi'le utilisation of 
Indian Consultancy services, wherever Indian consultancy is avail-
able it should be utilised exclusively and if foreign consultancy is 
also required, Indian consultants should also be associated and, as a 
rule, be the prima'ry agency employer for consultancy. From among-
st the Indian consultancies, preference should be given to agencies 
in which the predominant interest is Indian. 

Clearance of the Foreign Investment Board should be obtained by 
the concerned MinistryJDepartment before consultancy services in-
volving payment in foreign exchange of Rs. 50 lakhs or more are ag-

:.reed to, 
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-. (xvi) Suitable provision should be made for the training of In-

dian in the field of production and management. ' 

(xvii) The question of use of foreign brand names Itrade marks 
shOUld be examined from the view points (i) whether any additional 
payment is envisaged for the use of such foreign brand names; and 
(ii) whether the USP of such names would adversely affect the small 
scale sector or the indigenous industrY. In such cases the use of 

.. foreign brand names should not be allowed for products manufac-
tured under forei1" collaboration and meant for the Indian market. 
There, should, however, be no objection to the use of foreign brand 
names on the products meant for export. 

(xviii) A predominantly foreign-owned company with agency 
functions operating in India should be called upon to redefine its 
functions, wherever it proposes to associate Indian Capital or, in 
other words, reduces fO!'eign equity. 

(xix) Cases of 100 per cent foreign owned Indian Companies or 
predominantly foreign owned comp-anies seeking to take over an-
other predominantly foreign owned Indian company or any other 
category of Indian company (a) by complete merger or (b) by mak-
ing intercorporate investments, within the ambit of Section 372 of 
the Companies Act, should be brought before the Foreign Invest-
ment BoardISub-Committee. All cases of merger of two Indian com-
panies which will result in the merged company having a direct cum 
beneficial non-resident shareholding in excess of 30 per cent of the 
equity capital should also be brought before the Foreign Investment 
Board. 



APPENDIX n 
(Vide Paragraph No. 2.6) 

Guidelines contained in Ministry of Finance Bu.reau of Public Enter. 
prises O.M. No.9 (136) I60-BPE (GM) dated 11-6-71 

(i) Some of the items of work may have to be done in the coun-
try, while others may have to be done outside. It is necessary, there-
fore, that a cleaor indication in regard to both should be available 
so as to determine the quantum of remuneration. It would also be 
useful to inc~ude in the agreement a list of staff that would be posted 
within the country so that no confusion or dispute arises at a later 
stage. 

(ii) Certain facilities may have to be made available to the con-
sultants in regard to residential and office accommodation, travelling 
allowances both from the parent country to India and within India, 
provision of vehicles, equipment, medical facilities etc. When asses-
sing the remuneration, the incidence of such facilities should he clearly 
borne in mind. 

(iii) There should be a clause for premature termination of a con-
sultancy agreement in case the work is found to be unsatisfactory or 
no.)t suitable, and there should be an indication in regard to the pay-
ments involved in case of such a contingency arising. As far as possi-
ble, the quantum of remuneration should 8Qproximate to the quan-
tum of work actually done and legitimate expenses incurred by the 
consultants. It should also be clearly laid down that whatever work 
has been done by the consultants shall be the property of the employer 
and all papers, drawings and designs etc. should be secured in suitable 
form before final payments are made. 

(iv) The consultancy agreement should also provide a safeguard to 
the employer in the contingency of any infringement of patent 
rights during their employment or in future and the consultants 
must be required to guarantee indemnification for all time. 

(v) The taxation aspects in respect of the remuneration, salaries 
etc. paid shOuld be kept in mind and not left open, as otherwise fo-
reign consultants are likely to claim tax remissions later. 

(vi) In the case of certain consultaney agreements, utilisation of 
some patent rights may be involved, which may require payment of 
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royalty or fees for several years to come. As far as practicable, such 
perpetual payments should be avoided unless justified on financial 
grounds. 

(vii) The foreign exchange aspects should also be kEQt in view, 
and as far as possible, the consultants should be 'required to work 
within India with the help of local personnel so as to reduce pay-
ments in foreign currelacy. 

(viii) When payments are to be made in foreign currency it 
would be better to deposit the rupee equivalent in a b&nk in India 
nominated by the consultants and remittance facility allowed. 

(iX) A clause for recovery of liquidated damages should be made 
(in addition to the right to determine the agreement) in case of de-
lay in execution or unsatisfactory performance and also a right .to 
postpone the payment of every imtalment in such a situation should 
be. secured. It may also be desirable in many cases to have a perfor-
mance guarantee bond being directly enf'.Jrceable by the entrerprise 
with regard to the functioning of the equipment and the like. In case 
of delay in execution, it would be necessary for the enterprise to 
attempt to make a genuine pre-estimate of the damages likely to be 
suffered by rea,on of delay and the like, and to make a provision for 
liquidated damages on that basis. 

(x) Remuneration for consultancy service: 

(a) Fixation of remuneration as a percentage of the total cost 
of the project or as a percentage of the cost of plants and' 
machinery, is open to objection as the incentive for economy 
in designing is lost thereby. Secondly, it would be difficult 
to know in advance what the commitments on account of 
the consultant's fees would be_ Thirdly, it might result in 
unintended benefit on account of the increase in cost of 
work due to extraneous reasons like contractors delays 
and failures. In order to avoid these difficulties the fee 
as far as possible, when based on a percentage, should be 
calculated on the basis of the estimated cost and express-
ed in the consultancy agreement as a definite figure. If 
necessary, provision may be made for varying the figure 
by negotiation if the scope of the project is changed and, 
as a result, a substantial change occurs in the actual cost. 

(b) Where a fixed fee payable either in lump sum or in instal-
ments is agreed to and where the consultants require a 
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portion of the fee within a few days of the agreement be-

,. ing signed, it would be necessary to limit the payment to' 
as small an amount as practicable. The payment of the 
remaining amounts may be fuced in instalments, e,g., at 
the submission of the project reports, at the submission of 
the drawings and designs, during erection :;>eriod and when 
the plant has gone into production and given £atisfactory 
performance. I t would be necessary that the last instal-
ment should be as substantial as possible, as in the last ins-
talment. The quantum of the instalments, as far as practi-
cable, should be based on the amount of work done. 

(c) In rE:gard to fee for patented rights and processes, it should 
be considered whether it would be advantageous to buy 
such rights outright or to make payments on yearly basis. -, 

(d) in all cases, the interests of the projects should be suitab-
ly safeguarded. 

(xi) The contracts, particularly those with foreign parties, should 
contain an express provision as to the law by which they are to be 
governed. It would be desirable to say that the contracts are gov-
erned by Indian Law. A provision might also be made that disputes 
are to be settled by arbitration in India according to Indian Law, or 
should be the subject matter of proceedings in Indian Courts. 

(xii) The enterprises should take competent legal advice for en-
suring that the agreements are properly drafted. 

General Guidelines to be followe~as issued by the Ministry of Indus­
trial Development 1974-75 

Ent'l"epreneurs are advised to take note of the following guidelin-
es in negotiating foreign collaboration agreements so as to ensure 
that their proposals conform to the policies of Government. 

(i) They should, to the fullest extent possible, explore alternative 
sources of technology, evaluate them from a techno-economic point 
of view and furnish the reasons for prefen-ing the particular techno-
logy and the source of import. 

(ii) The Indian ;;:>arty should be free to sub-license the technical 
know-howlproduct designlengineering 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 
10 the approval of Government. 



(iii) There should be no requirement for the payment of a mini-
mum guaranteed. royalty regardless of the quantum and value of 
production. 

(iv) Arrangements Or clauses which in any manner bind the In-
-dian party with regard to the 'procurement of capital goods, compo-: 
nents, spares, raw-materials, pricing policy selling arrangemE:nts, etc. 
should be' avoided. 

(v) To the fullest extent possible, there should be no restrictions 
on free export to all countries. 

(vi) The use of foreign brand names will not be permitted for 
internal sales. 

(vii) Suitable provisions should be made for the training of In-
dians in the fields of production and management. There should also 
be adequate aITangements for Research and Development, engineer-
ing design, training of technological personnel and other measures 
for the absorption, adaptation and development of the imported tech-
nology. Such measures can be undertaken through in-house facilities 
of the entrepreneur or in collaboration with recognised engineering 
deSign, consultancy, R&D organisations in the public or private 
sectors and recognised scientific and educational institutions where 
the necessary facilities exist. 

(viii) Consultancy services required to execute the project should 
be obtained f'.rom Indian consultancy firms. If foreign consultancy 
is also considered .necessary, an Indian consultancy firm should be 
the prime consultant. 

(ix) If the proposed item of manufacture is covered by a patent 
in India, it should be ensured that the payment of royalty for the 
duration 'of the agreement would also constitute compensation for the 
use ·.)f patent rights till the expiry of the life of the Patent and that 
the Indian party would have the freedom to produce the item even 
atter the expiry of the collaboration without any additional payments. 

(x) Collaboration agreements will be subject to Indian Laws. 

(xi) Government cit> not favour requi!sts for extensions to the 
. duration of collaboration proposals. AIl efforts should, the-efore, be 
made by ,the Indian party to assimilate the technology within the· 
initial duration of the agreement. 
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Speciill Procedure for the Import at Designs & Drawings 

Government have introduced a simplified procedure fOl' the im-
port of designs for .machinery manufi\Cturers. The Press Note dat-
ed 7 December, 1973 issued in this regard will be found in Appendix. 
According to this procedure, import of drawings and designs not 
Exceeding Rs. S la1ths in value are permitted once in a year to under-
takings which are licensed I registered for items covered under "In-
dustrial Machinery" and "Machine Tools" in the First Schedule to 
the Industries (Development and Regulation) Act Or for Rubber 
machinery or Printing machinery. Applications for the purpose 
have to be submitted in the prescribed form with 5 spare copies to 
the Secretariat for Industrial Approvals. 

During the pendency of the collabOl"ation, the Indian party is re-
quired to submit an annual return to the Foreign Collaboration Unit 
'Of the Secretariat for Industrial Approvals Ministry of Industrial 
Development by 31 January of every year. 



APPENDlX'ln 

(Vide Paragraph No. 2.7) 

Check List in connection with foreign collaboration agreements issued! 
under the Ministry of Finance, Bureau of Public Enterprises 

O.M. No. 351173-BPEIMM dated 14-11-74. 

1. Parties to the Contract 

(8) The principal party to the agreement should' have- the neces-
sary expertise and proven experience in the field forming the sub-
ject matter of the contract and should not be dependent on other 
parties for its successful performance; 

(b) In most cases the foreign collaborator will simultaneously 
have the role of the consultant as well as supplier, but at times there-
would be separate agencies for consultancy and supply. In such 
cases their role should be distinctly specified. 

2. Appointment of Consultants!Suppliers 

(a) The foreign collaborator should be chosen on the basis of 
proven process technology and on the basis of his reliability to com,.. 
plete the work within the stipulated period. 

(b) Inter-connected or subsidiary contracts should" alSo be finali· 
sed at the same time as the main contract. 

3. Purpose and scope of the contract--should be defined clearly. 
If a project requires any change due to unforeseen circumstances-
after the consultancy agreement is signed, necessary enabling provi-
sion should be available for such changes, with a clause similar to the' 
one as under: 

"In the course of designing, both the supplier and the customer' 
shall have the right to make alteratiOns ana additions in 
designs with due regard for latest acliievements in engi~ 
neering, design and' technology, having intimated the other 
party and ~ving Que' justification thereof. lfowever, all' 
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alterations and additions entailing major changes in tech-
nical and economic characteristics and in the cost of the 
project shall be mutually a~reed upon by both the parties.''' 

4. Supply of know.how 

(a) The Project may be broken into sub·elements to ensure that 
designs and processes are obtained from the most suitable manufac-
tures in the world. 

(b) The improvements effected by collaborators to the designs! 
processes/equipments supplied by them under the agreement would 
be made available to the contracting Indian party. 

(c) The collaborators would undertake to train Indian personnel 
and facilitate the transfer of technical know-how to them. 

(d) In turn-key agreements the standing of the collaborators 
would be checked to ensure that effective coordination through them 
is possible. 

5. Detailed wo:rking drawings & Specifications 

(a) Supply of information and data on design and development 
including detailed drawings, design sheets, specifications and calcula-
tions by the consultants on a regular and continuous basis for at 
clearly specified period should be ensured. 

(b) It has been experienced that supply of mere documentation 
by the collaborators has been an impediment in transference and 
assimilation of the technical know-how. 

Proposals for majority foreign participation on in new enterpri:" 
ses should be considered only when one or more of the following 
main criteria are satisfied:-

(a) the main contribution of the project is in a field of tech-
nology where India has made little progress and where 
great deal of initial or additional development is necessary. 

(b) the amount of foreign exchange needed for the project is 
such that unless the foreigner is allowed to have majority 
share holding we shall ourselves have ro find a substan-
tial amount of the foreign exchange for the project, no 
alternative methods of long-term finance being practica-
ble; and 



(c) an essentially export oriented scheme. 

(d) There should generally be no provision for payment of a 
stipuhlted min~um anlQunt of production processes. Therefore, 
supply of detailed design sheets, specifications and design calculations 
should be insisted upon. 

(e) Relevant clauses should contain such details as quality of raw 
materials, specifications for substitute materials and alternative suita-
ble processes etc. 

6. Payment of Know-how fees 

Where the agreement provides for payment of know-how fees i!l 
instalments, sufficient interval may be alk)wed between instalments 
to permit completion of all formalities and procedural requirements. 

7. Limitation of the duties of consultantslsuppliers 

The consultants' recommendation shall not be mandatory in 
future. The final decision in any matter, technical or eco:momic, shall 
rest with the undertaking/Indian Government. The responsibility 
of the consultants ms--a.-vis that of the management should be clearly 
laid down. The consultant should not have a free hand to commit 
the management of the undertaking without prior consultation. 

8. Specifications, Rate scnedules, Qu.antities etc. 

Should be set out in detail and with precision, considering special 
conditions of contracts, if any, such as free supply of electricity, ac-
commodation, taxes, duties etc. 

9. Schedule of equipmentslcomponents and stores to be used 

(a) Provide ror the posting of an officer at the collaborator's 
works to advise and guide with regard to the indigenous Eivailability 
of materials, implementation of Indian standards, safety and other 
requirements etc. while the designs are under preparation. 

(b) Names of equipmentslcomponents!spares should be clearly 
specified to avoid vague expressions like standards equipments etc. 
sj.nce disputes may later on arise over the interpretaoon of such ex-
pressions. 

(c) No commitment for import clearance for any item should be 
made without prior consultation with DGTD. 
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10. Item-wise priCe sChedule where possible tor the foreign eq1tip~ 

mentslcompone.n.tt attd stO'r'eB 

(a) Item-wise list of supplies with prices would be useful to check 
whether the rates allowed to the contractor are reasonable. Pricing 
of the equipment by average weight should be avoided. 

(b) Supply of components equipments at cost plus a specified 
percentage of "rofit over th~ cost should be avoided as some of the 
companies do not agree to the detailed scrutiny of. their costs or 
estimates by others. 

11. Methods and sources for obtaining the foreign equipment:compo­
nentt a'hd stores 

Provide for the right to procure components/equipments direc-
tly from the concerned suppliers in case the Qrices quoted by such 
suppliers are lower than those quoted by the collaborators. 

12. Schedule 01 indigenous equipmentslcomponents and supplier 

(a) Ensur~ maximum indigenous participation in design and 
manufacture. 

(b) Break up of sub-assemblies and component prices may be 
indicated in the contract itself. 

(c) It might be advisable to first settle the prices of the main 
equipment on a competitive commercial basis and then 1>-1 see that 
the total of itemised prices of sub-assemblies and components are as 
close to the price of the main equipment as possible. 

13. Variations in conditions for suppLy of equipments, Components, 
spares and stores 

(a) Break-up Qf the price should be indicated in regard to the 
payment of freight, siding charges, handling charges, sales tax, ter-
minal taxes, etc. 

(b) Include 'weight variation' clause in the agreement so that 
the tenderers may not exaggerate the quantities of materials with 
a view to making their offers more attractive. 

(c) Cash discount, if any, received by the suppliers/collaborators 
should be taken into account while computing the reimbursement 
due to them. 

(d) Far the total quantity Qf steel or other materials required for 
the work, certificates from the Engineers of the undertaking should 
be necessary. 
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14. Inspection in the foreign country befqre despatc~ '. . . .... - . .~ 

Provide for pre-shipment inspection/testing clause by indepen-
dent Inspection Agencies covering the inspection of materials before 
despatch. ' 

15. Shipping Documents 

In the event of delays in despatch of shipping documents or discre-
pancies therein the suppliers should be responsible to compensate the 
customers for losses/extra expenses, if any. 

16. Excess Supply of items!spares 

Collaborators should agree to take back the items I components I 
spares etc. supplied/arranged by them if they are found to be in 
excess of requirements within a period of say 3 t>.:> 5 years. 

17. Remuneration for Consultancy service 

(a) Payment of Licence fee may be split up into 2 parts-first half 
being payable for the grant of right to set up the plant including 
supply of drawings, design data etc. and the second half after com-
missioning of the plant. 

(b) Some agreements provide that the last instalment of licence 
fee would become payable within a speCified period from the effective 
date of the agreement. In such cases if the completion of the ?roject 
is delayed, the last instalment C!f fee becomes Qayable before the 
guarantee test-runs are held, with the result the licensor has no finan-
cial liability for non-fulfilment of guarantees, if the guarantee test 
runs are held beyond the period mentioned in the agreement. To 
overcome this difficulty the licen9:>r may be asked to (i) to extent the 
specific period as far as possible for (ii) to be responsible for the 
process guarantees even after the last instalment of the licence fee 
has been paid. 

(c) In case of delay in execution or unsatisfactory performance, 
in addition to the clause of liquidated damages etc. a right to p:>st-
pone the payment of instalment could be secured. 

(d) Fixation of remuneration as a perCentage of the total cost of 
the project or as a percentage of the cost of plant and machinery, is 
':>pen to objection as the incentive for economy in designing is lost 
thereby_ Secondly, it would be difficult to know in advance what 
the commitments on account of the consultants' fees would be. 
Thirdly, it might result in unintended benefit on acCount of the 
increase in eost of work due to extraneous reasons like c-:mtractors' 
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!dela'ys and failures.' In order to avoid these difficulties, the, fee as 
jar as possible, when based on a percentage, should be calcUlated on 
'ihe basis of the e~timated cost and expressed in the consultancy 
.agreements as a definite figure. If necessary, provision may be made 
for varying the figur,e, by negotiation if the scope of the project is 
~hanged and as a result, a substantial change occurs in the nature of 
the work to be performed by the consultants. 

(e) Where a fixed fee payable either in lump sum or in instal~ 
ments is agreed to and where the consultants require a portion of the 
fee within a few days of the agreement being signed, it would be 
necessary to limit the payment to as small an amount as practicable'. 
The payment ·;)f the remaining amounts may be made in instalments 
at different- stages ego on the submission of the project reports, on 
the submIssion of the drawings and designs, during erection period 
and when the plant has gone into production and given satisfactory 
·performance. It would be necessary that the stage for the last instal-
ment is such that in caSe of a seriQus defect or failure, it would be 
possible to withhold the last instalment. The quantum of the instal.,. 
ments, as far as practicable, should be related to the ~ount of work 
-done. ' 

(f) Certain facilities may have to be made available to the consul-
tants in regard reSXIential and office accommodation, travelling allo-
wances both from the parent country to India and within India, pro-
vision of vehicles, equipment, medical facilities etc. when asseSSing 
the remuneration, the incidence of such facilities should be clearly 
borne in mind. 

(g) Some of the items of work may have to be done in the coun-
try, while others may have to be done outside. It is necessary, there-
fore, that a clearer indication in regard to both should be available so 
as to determine the quantum of remuneration. It would also be use-
1ul to include in the agreement a list of staff that would the posted 
within the country so that no confusion or dispute arises at a later 
~tage. A part of the fee corresponding to the portion of the work,1;o ' 
be done in India should be paid for in non-convertible Indian Rupees. 

(h) The taxation aspects in respect of the remuneration, salaries 
etc. to be paid should be kept in mind and not lett Ci?en. 

(i) If materials are supplied to the collaborators I contractors for 
'Completion of the works, "issue rates" covering storage and depart-
mental charges should be agreed upon in advance. This aspect should 
be finalised even at the time of conclusion of the agreement. Tenders, 
may be invited on the basis of the project sup?lying such materials 
:and also on the basis of the contractor furnishing all the materials. 
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lAo po;ttftg 01 uMijiib~1 ~eioU.tIJ ilnd ~~ of ~e' sUjpliel tna. 
~e",iceB '.. . 

, (a) As tegarda 1echnicalspecialists, interpreters. aneL other su~c· 
pc;.rtmg staff, the tptal remuneration should take . into account all th~ 
b~n~ts like salary and allowances, medical facilities, housing, leave-
travel facilities and free corweyance. 

(b) Provision of free supplies and services to project contractors-
should be avoided as far possible. 

(c) Public ~p.terprises should DCDt nOl'mally agree, to constructioll! 
of any special type of quarters for technical specialists from the sup-
pliers/ contractors. 

(d) For technical specialists, minimum number of family quarters: 
may he agreed to. Most of the foreigners' should be housen in hos-
tel type accommodation or any residential houses converted into hostel 
accommodation . 

. (e) As far as possible foreigners should be persuaded to use the-
otlicers' clubs constructed for the officers of the undertaing. If a sepa-
rate club is insilsted upon, it vrould be desirable to convert one ofthe~ 
hou~s into a club or add one or two rooms to;:> the dining hall of the 
hostel. 

(f) 1m cases where the stay of foreign Experts is prolonged be-
cause of extension in completion of the project owing to limitation-
in the Plant and equipments. a clear provision should be made for 
sharing of expenditure on Experts by fureign cQllabowators under 
such circumstances. 

19. Travel by Air 

Provision for Air travel ·~f foreign experts and their families-
should be such t.hat the journeys are arranged' tlirough Indian Na-
tional Air Carriers. 

20. Payment in Indian currency 

(a) In cases where contracts provide for the- setting up of revol:... 
ving fund for payment of the contractual obligations. the maximum 
amount to be placed in the rev-DIving fund should be specified. 

(b) The clause for financing charges, if any incorporated in the-
agreement, should be clear and specifiC'. 

21. Payment in Foreign currency 

(a) Foreign exchange aspects should be kept in view and as far 
as possible the consultants should be required to work with the help 
of local I,ersonnel in India sO' as- to red\ree payments in foreign cur-
rency. 
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(0) Wb~n :p~ymentsare to.be made in fOl'eign currency it would 
~ better to deposit it ihe rupee equivalent in a bank in India nomi-
nated by th~ Consultants and remittance facility 8l10wed. 

, 

2. Time schedule from Trial run to fun producti01\ 

Time schedule for the various impol'tant events aDd progressive 
targets shoui~ be laid down clearly. It would be desirable to watch 
these time schedules and targets by net work analysis, Constant 
reviews would be necessary after every important event or delays due 
t~ any reason whatsoever to determine the ultimate time schedule-
in the completion of the project. 

A clause for recovery of liqUidated damages for de18ys. should be· 
provided. Likewise payment of incentive bonus for improving upon 
the coinpletion date may be considered where necessary. 

23. Guarantee on performance and Maintenance of quality 

(a) PerformanCe guarantee bond should clearIy indicate the lia-
bility of the Collaborator IO;)nsultant tor satisfactory performance 
and dUe fulfilment of the contract in respect of quality, faultless ope-
ration. and level of production etc. 

(b) Guarantee clauses relating to the professional competence 
of technicians deputed as .also for the accuracy of documents supplied 
should provide the right of claiming damages and rep4tcement of the-
defective supplies. 

(c) In all contracts for supply of equipments, the Indian party 
should reserve the right to decide finally whether the non-shipment 
of minor items would be taken into account for determining the date-
of last shipment as also the effect of the non-shipment of such items 
on the erection schedule of the project, the guarantee period for the 
workmanship guarantees etc. 

24. Penalty Clause 

(a) A clause for recovery of liquidated damages shou!d be inclu-
ded (in addition to the right to terminate the agreement in case of 
d~lay in execution or unsatisfactory performance) and al~ a ril9ht 
to postpone the payment of every instalment in such a situation 
should be secured. It may also be desirable in many cases to have 
a performance guarantee bond being directly enforceable by the 
entel'Qrise, with regard to the functioning of the equipment· and the 
Iik-e. In cases of delay in executio.:>n, it would be necessary for the 
enterprise to make a genuine pre-estimated of the damages likely to 
be suffered by reason of delay and the like, and to make a provision 
for liquidated damages on that basis. .. ... 
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(b) Where possible penalty clauses for non-adherence to the com-
mitted delivery' scheduleS of equipments,components matet:ials 

. " designs, specifications, know-how etc: . should be provided. 

'25. Price EscaLation Clause 

Escalation should preferably be admissible orily where the rates 
of labour and material have increased due to fresh Government orders 
like imposition of new duties, taxes, levies etc. If any price escala-
tion clause is incorporated it may be clearly defined as to what extent 
and on what basis escalation will be admissible. 

26. Royalty Payments 

In the case -of certain consultancy agreements, utilisation of some 
patent rights may be involved, which may require payment of royalty 
or fees for several years to come. As far as practicable, such per-
petual payments should be avoided unless justif\.ed on financial 
grounds. It should be considered whether it would be advantageous 
to buy such rights outright or to make payments on yearly basis. 

27. Indemnities 

The consultancy agreement should provide a safeguard to the 
public enterprises in the contingency of any infringement .of patent 
rights and other claims of by the third parties. 

28. Power of Transfer 

The GovernmentlPublic Enterprises' should have the light to 
transfer all rights and liabilities under the agreement to any other 
company or organisation provided that the GovernmentlPublic Enter-
prises have and maintain a controlling interest in such company or 
~rganisation. 

29. Property rishts in respect of drawings, tools, fixtures, temporary 
buildings and left over Materials etc . . after the completion of the 
work. 

The questior.. regarding the title to the plant machinery etc. s.uP-
plied by the contractor should be adequately covered and spelt out 
in the agreement, so that there is no ambiguity regarding tbe owner-· 
ship of the materials left after the completion of the project. 
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.30. Arbitration 

It may be indicated, whether the ArhittatiQn Act 1940 shall apply. 
The number of arbitrators, Umpires, th#r nationality and th~ venue 
of the proceedings may be indicated. 

a 1. Law of the country and venue for settlement of dispute3 

The contracts, particularly those with foreign parties, should 
contain an express provision as to the law by which they are to be 
governed. It would be desirable wherever possible to state that the 
·contracts would be governed by Indian Law. 

32. F·OTce ma;eure Clause 

If the execution of the contract is delayed for any period because 
-of hostilities, embargo, blockades or for any other reason beyond 
either party's control, the parties shall not be held to the date of 
-execution of the contract and the representatives of the parties to 
the contract shall immediately consult each other and agree upon 
the necessary measures to be taken. 

The existence of such circumstances within the territory of the 
countries of the parties to the contract shall be confirmed by certi-
ficates to be issued by the appropriate authorities in the countries 
concerned. 

33. Giving notices for Termination of Agreement 

There should be a clause for premature termination of a consul-
tancy agreement in case the work is found to be unsatisfactory or 
not suitable. There should also be an indication regarding the man-
ner of settling the account in case such contingency arises. As far 
as possible, the quantum of remuneration should approximate the 
quantum of work actually done and legitimate expenses incurred by 
the consultants. It should also be clearly laid down that whatever 
work has been done by the consultants shall be the property of the 
employer and all papers, drawings and designs etc. should be secured 
in suitable form before final payments are made. 

. 34. Project estimates 

Project estimates should be drawn up realistically and provision 
made for all essential items, so that these estimates are not revised 
frequently. 



(vide Paragraph No. 2.60) 

Pres. Note doted 31-10-1973 iBsued by the MbiiBt'1l &j J7ttlu,trial 
Development 

Pre.s Note 

STREAMLINING OF INDUSTRIAL APPROVAL PROCEDURES 

In announcing their decisions on Industrial Policy in the Press 
Note dated February, 2, 1973, Government had expressed their 
intention to streamline licensing and connected procedures, where-
ver necessary, so as to expedite the investment process in all its 
stages. Government have now completed a comprehensive exami-
nation of the procedures relating to pre-investment approvals such 
as letter of intent, industrial licence, foreign collaboration approval. 
c8l')ital goods clearance and approvals under the MRTP Act. 1969. 
It is both necessary and feasible, within the frame-work of Indus-
trial Policy, to reduce the time lags currently involved in issuing 
these approvals. With this objective in view, a conSiderably stream-
lined system for the issue of Industrial Approvals will be introduced 
with effect from November 1, 1973 in respect of applications made 
on or after that date. 

The essential objective of the new system will be to issue various-
clearances within defined time targets. Letters of intant, foreign 
collaboration approvals and capital goods clearances are proposed 
to be issued within 90 days of the receipt of applications in each 
case. In MRTP cases, it is proposed to give a clearance within 150' 
days having regard to the provisions of the MRTP Act, 1969. It is 
also the desire of Government that. wherever, ,?ossible, entrepre-
neurs should be encouraged to come forward with composite appli-
cations for industrial licence and, as may be required, for foreign 
collaboration approval and capital goods clearance as well. In such 
'composite casE.-S' the time target will be 120 days for a composite 
clearance which will cover the licence, foreign collaboration and 
capital goods applications. Where, in addition, an MRTP clearance 
is also involved the time target will be ISO days. 

300 
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The impl~Jllentation of the new system of Industrial Approvals 
is being placed under the overall su~ision and guidance 'ot' an 
Inter-Ministerial Committee of Secretaries, viz., the Project Approv-
al Board (PAB). Existing approval committees such as the Licens-
ing Committee, Foreign Investment Board and the Capital Goods 
Committee will function as Committee of the P AB. The PAS will 
directly deal with composite applications. In order to facilitate the 
co-ordinated and timely disposal of licensing and MRTP clearance, 
.a joint Licensing~.cum-MRTP Advisory Committee has been formed. 

The Project Approval Board and other approval committees will 
be serviced bv a Secretariat for Industrial Approvals (SIA) which 
has been forn;.ed 8$ a separate division in the Ministry of Industrial 
Development. The SIA will be responsible for receipt of applica-
tions, processing them through the concerned approv/il committees 
and for issuing the final orders of Government in each case to the 
.applicant within the prescribed time limit. It will also monitor the 
implementation of approvals by entrepreneurs and assist them in 
-procedural matters. 

All applications for industrial licence and foreign collaboration 
may be submitted with effect from November 1, 1973 to the Secre-
tariat for Industrial Approvals (Central Receipts and Despatch 
Section), Udyog Bhavan, New Delhi-H. Capital goods applications, 
where the estimated value of the equipment is Rs. 10 lakll's (non-
rupee area) and Rs. 20 lakhs (rupee area) or above may be submit-
ted to the Secretariat for Industrial Approvals (G. G. Unit), Udyog 
'Bhavan, New Delhi-H. Capital goods applications below these 
limits may continue to be submitted to the Chief Controller of 
Imports and Exports, Udyog Bhavan, New Delhi-ll. Foreign colla-
boration agreements which have to be taken in record by government 
after their conclusion may be sent to the Administrative Ministry 
·concerned. 

Application fo~ curren~ly i:n force for the various industrial 
approvals may continue to be used for the ?resent. It is proposed 
to simplify and streamline them separately. It will be necessary 
for applicants who' ne~d a clearance under tl:te MllTP Act, 1969 to 
submit industrial licence and ¥RTP application simultaneously i,n 
future. Unless this is done it will not be possible to coordinate the 

'two clearance~ within the pres~ribed time limits un4er the new 
arrangements. In such cases, a copy 01 the :MllTP application should 
'be sent to the '~retariat for Industrial ~pprovals (Central Receipts 
.and pesp~~~~i~n) .. Udyog ~~avap, New DeJhi-l1 alotlg with 



302 

the industrial licence application. Simultaneously, the prescribed 
number of copies of the MRTP application should be sent as at pre-
sent to the Department of Company Affairs. In cases where an 
applicant needs capital goods clearance andlor foreign collaboration 
approval in addition to an industrial licence, he may submit simul-
taneous applications for all the approvals required. It will be 
desirable for entrepreneurs to submit such 'composite applications' 
since it will enable a composite or simultaneous clearance to be given 
with a significant saving in the time lag. Entrepreneurs are also-
advised to submit sufficient number of additional copies of applica-
tions where the investment proposal involves the manufacture of 
items which fall under different sub-groups listed in the First Sche-
dule to the Industries (Development and Regulation) Act, 1951 to 
facilitate speedy processing. Deficiencies in filling up applications 
will be comprehensively brought to the attention of applicants who 
will be required to resubmit them with fun particulars. The help 
of the Entrepreneurial Assistance Unit of the Secretariat for Indus-
trial Approvals will also be available to. applicants for filling in the· 
necessary forms. It is emphasised that the efficient working of the 
new system will depend in large measure on entrepreneurs furnish-
ing complete particulars on well conceived investment proposals 
which conform to Government's industrial policies and Plan 
priorities. 

At present the initial validity of letters of intent is normally 
six months, within which applications for other clearances as may 
be required such as foreign collaboration and capital goods are 
required to be submitted. Since in most cases preparatorY work 
for subsequent clearances takes more time, letters of intent aTe-
being extended frequently entailing avoidable paper work for hath 
Government and the entrepreneur. Government have therefore 
decided that in future the initial validity period for a letter of Intent 
will be 12 months. In cases where neither foreign collaboration 
approval nor capital goods clearance is involved, an industrial licence-
will be is'sued at the initial stage itself instead of a letter of intent. 
In cases where only one further clearance viz., foreign collaboration 
or capital goods clearance is necessary, one further extension of si:lr 
months to the initial validity may be considered. In cases where-
both foreign collaboration and capital goods clearance are involved. 
two extensions of six month'S' each beyond the initial validity ~riod' 
of 12 months may be considered. Applications for extensions to-
letters of intent should be addressed to the Administrative Ministry 
concerned_ Government, however. wish to point out that applica-
tions for extensions beyond a total period of 18 to 24 months, a:s 
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explained above,. will in no event be entertained. If an entrepre-
neur is not able to file applications for all clearances he needs within 
the total periods indicated above, his letter of intent will lapse and 
he will have to apply for a fresh letter "of intent if he so chooses. 

There is considerable delay at present in converting valid letters 
of intent into industrial licences. To avoid this delay, letters of 
intent will be automatically converted in future into industrial licen-
ces when the final subsequent clearance that is required viz., foreign, 
collaboration or capital goods clearance is given. Applications for 
converting letters of intent issued prior to 1-11-1973 into industrial 
licences may, be sent with a copy of the original approval to the 
Administrative Ministry concerned. 

The initial validity of industrial licences will be two years within' 
which period commercial production from the licensed capacity will 
have to be established. This period can be extended by the Ad-
ministrative Ministry concerned if there is good and sufficient rea-
son for two further periods of one year each. Thereafter, exten-
sions to the validity of industrial licences will have to be decided 
upon the Project Approval Board. The P AB while considering 
extensions in suitable cases where the investor has made serious 
efforts to commission capacity, will at the same time, take a strict 
view of cases where adequate progress has not been made so that 
pr~mption of capacity and delays in bringing licensed capacity 
to fruition can be effectively discouraged. 

Entrepreneurs holding industrial licences are required to submit 
returns in Form 'G' prescribed under Rule 19 of the Registration 
and Licensing of Industrial Undertakings Rules, 1952 within one 
month after the expiry from the date of issue of the licence, until 
such time as the industrial undertaking commence production. The 
Form 'G' returns should be submitted in future in duplicate to 
the Secretariat for Industrial Approvals (Monitoring Unit), Udyog 
Bhavan, New Delhi-11. Copies of the Form 'G' returns should also 
be sent to the Administrative Ministry concerned and to the 
Director General of Technical Development or other appropriate 
Technical Authority. 

The Secretariat for Industrial Approvals has also been equipped< 
with an Entrepreneurial Assistance Unit. This unit will help' 
small, medium and new entrepreneurs in obtaining information on 
Industrial Policy and procedures, the status of various industries· 
and other relevant matters which might be of benefit to them. 
The Unit will also advise applicants on request regarding the status 
of their applications if there is a delay beyond the prescribed' 
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target date. Government have also recently brought out a publi-
cation entitled 'Guidelines for Industries' 1973-74',' ' winch' hringa 
togther useful information on a number of induStrieS" of' partibUlar 
interest to small, medium and new entrepreneurs. It is propoSed io 
issue such guidelines on an annual basis. . Government have 'also 
separately streamlined the procedural requirements that apply t9 
the 'delicensed sector' of investments UQto Rs. 1 crore. The~e 
arrangements are specifically intended to reduce delays for smaIl 
and mdium entrepreneurs. 

Governm~t hope that these arrangements will result not only 
in speedy and orderly approval procedures but also in enforcing all 
expeditions translation of letters of intent and industrial licence. 
into produc~ive capacity on ground. 

Ministry of Industrial Development New Delh.i, October 31, 19UI 
Kartika 9, 1895. 

The above is for public publication/broadcast 4 PM. on October' 
::31. 1973. ' 
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(VltIt !'Ire 3. ISo) 

AMIyJis 01 t:WUS .. &I .... ~ '" D07'D &y "" PtMi& U"""""" or dtItrtitrU. 
trfItfJl MirrUtli" 4""", tIN yItIr Z91~1J, Z91H4 I11III '914-'11 ",., ,. I1fII' __ It#' 
"';r 4is"". 

1972-73 1973-74 1974-75 

Less than 30 days I 13 13 8 

30 to 90 dayS II ~3 20 33· 

90 to 120 days III I 3 • 
Over 120 days IV - S ~ 

TOTAL 37 41 36 

III 



~­
(Vide P .... '6I) 

&..t .... , ..... R It D",. PWit;.s...r. I'97a-75 

S, 
No, 

A. 

B. 

C. 

D. 

(a) 

MINIS~Y OF COMMUNICATIONS 

.1. HindllStan Teleprirtters 

2. Indlan Telephon-e Industries 

DEPARTMENT OF DBFENCE Pl\ODUCTION 

3. Bharat Dynamics Ltd. 

-4. Bbarat Barthmovers Ltd. 

:5. Bbarat Blectronics Ltd. 

.6. Garden Reach Workshop 

1. Hindustan Aeronautics Ltd. 

8. Praga Tools Ltd. 

DEPARTMENT OF HEAVY INDUSTRY 

9. Bbalat Heavy Blectricals Ltd. • 

10. Heavy Blectric:a1s Ltd. 

11. Hindustan M8chine Tools Ltd. 

JlBPARTMBNT OF INDUSTRIAL DEVE· 
LOPMENT 

12 .. Hindusran Cables Ltd. 

I). HindustaD Photo Films Ltd. 

140 Hindusran Salts Ltd, 

IS. IllStrQlnellt&OOn Ltd 

E. DBPARTMJiNT OF MINES 

16. Bbarat Gold Mines Ltd. 

312 

Sales 
Turnoftr 
(Net) 

4'56 

IJ6'90 

0'38 

16'83 

126'12 

3'49 

243'78 

2'59 

3'59 

35'67 

83'00 

2'4.5 

3'0.5 

4'27 

1'05 

2'oS 

R&D Ez-
penditu!'e 

asPerceDr.ge 
Sales 

turnove 

(5) 

426 1"07 

3996 2'93 

18z 0'21 

3981 0'4Z 

3840 3'28 

1659 o·u 

7359 3'31 

228 1" I" 

7.514 0'0.5 

5261 0'68 

3484 2'38 

951 0'26 

519 0',59 

46 9'%8 

7CU O'IS 

.597 0'35 



313 

-
(I) (2) (3) (4) (5) 

" 

11. National C'lal D~'elopment ~ation . 19'00 5650 0'34 

18. Neyvdi Ljpi1le ~on ""15 1671 o'aI 

F. MINISTRY OF PETROLEUM AND CHE-
MICALS 

19. Fertilizers and Chemicals, Travancore 7'6J 2138 0'36 

20. Fertitizer Corporatioft of Irdia 2102'43 845r 2'40 

21. HindUstan Antibiotics Ltd. 28' 14 789 3'57 
22. Hindustan Insecticides Ltd. I' 74 502 0'35 

23. HindUStan. Organic Chemicals Ltd. 1'04 643 0'16 

24. Indian Drags aDd Pharmaceuticals Ltd. 31'37 2793 1'12 

25. Indian Oil Corporation Ltd.. 45'36 60195 0'01 

26. Oil and Natoal Gas Commission 104'69 j(J9Z 3'06 

G, DEPARTMENT OF STEEL 

27. Hindust&n Steel Ltd. 2'02 49886 0'004 

2S. National Mineral D~velopment Corporation 5'84 1383 0'42 

H. MINISTRY OF 'WORKS AND HOUSING' 

29. Hindustan Housi'lg Factory 0'08 212 0'04 

R&D expenditure as % of sales nrnover : 0'6 (weighted average) 

SOURCES :-FJr c,)lumn iv-A mual R~.Jrt on worttDg of Industrial C:lmmercial Under-
takinp of the C:ntral Government. 1972-73 pages 33-34. 

For COluans -Ciii& v)-Informltion collected by NCST Secretariat. 



APPENDIX IX 
(ViM Para 9'3) 

SUJUmmt lhoairw thl prwIliotI in tII"""""" in '!(tIrtl to ~ of A.rbitratitnr­
Lt:It6t and fJmue of A.rbitration 

Total No. of Agr~t : 74 
Law applicable not stated in 13 cases. 

Law applicable Venue 

Total India Abroad Not 
stated 

I. Indian 19 13 1 S 

2. In~nationalLaw 36 8 14 14 
3. Collaborator's Law 6 3 2 1 

61 24 17 zo 

Not stated 13 2 2 «) 

TOTAL 74 26 19 2~ 
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APPENDIX XI 

Summm·y of Conclusion I Recommendation 
,---- .. ---.-------------- -----------

Para 
No. 

Conclusion/Recommendation 

--------- - ---
(1) 

1 

2 

(2) 

1.29 
to 

1.3i 

2.38 
to 
2.48 

(3) 

Policy Regarding Foreign CoLlaboration 

The Committee find that there had not been 
any hard and fast rule in regard to permitting 
collaboration with equity participation in 
national interest, till 1966 when certain restric-
tions were imposed in regard to foreign collabo-
ration both in capital participation and in 
technology import. Though the broad policies 
as such have been enunciated in the various 
Resolutions and Plan documents, no detailed 
guidelines were issued by Government from time 
to time in regard to foreign collaboration till 
1969. The Fifth Five Year Plan document, how-
ever, has laid down the broad principles in regard 
to foreign collaboration and also certain guide-
lines therefor. The Committee have dealt with 
these aspects in the subs~quent chapters of the 
Report. The Committee recommend that a care-
ful and methodical watch should be kept on the 
actual working of the Guiding Principles so that 
these could be modified as necessary to Sll bserve 
the best developmental interests of the country. 

Guidelines 

The Committee note that Government issued 
comprehensive guidelines in January, 1969 en the 
general policy and procedure for handling 
proposals for foreign collaboration tor the guid-
ance of Ministries and techn'-::al authorities. 

The Committee also note that the Department 
of Industrial Development have issued general 
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(3) 

guidelines again in 1974-75 indicating the princi-
ples to be followed in negotiating foreign col-
laboration agreements to ensure that the pr0-
posals followed the policy of Government. 

The Committee are informed that though the 
Public Undertakings have not experienced any 
major difficulty in the practical working of the 
guidelines, some public undertakings have come 
across problems in regard to payment of Indian. 
taxes by the collaborators, sub-licensing, ex-
ports of products, arbitration, period of agree-
ment, provision of penalty clause and payment. 
of royalty. The Committee haTe dealt with, 
these specific problems in separate sections 01: 
this report. 

The Committee are informed that any spaci-
fie difficulties brought to the notice of the ad-
ministrative Ministries by the public under-
takings have been dealt with and resolved an~ 
there is considerable flexibility in the guidelines 
which are treated only as "guidelines" and Dot 
8'S rules. 

The Committee note that the Pugwash CaD 
ferenee held in Madras in January, 1976 hat 
finalised an outline of international code of COD 
duct for transfer of technology whi('h tam-
largely into account the discussions held on lb. 
subject earlier under the auspices of th-.. 
UN~TAD. 

It is understood that UNCTAD are arranging 
to bring up the draft code of conduct for transfer 
of technology, particularly to developing coun-
tries at a conference scheduled to meet at , 
Nairobi in May, 1976. 

The Committee would like Government to 
review the guidelines iIi 'tb:e light of the latest 
develQpm!,!nts so .as to incorporate features which 

<. ' I 1. 



(1) (2} 

2.61 

........ 

,'. 

326 --
(3) 

would subserve the national interest of accelerat-
ing development and absorption of most suited 
technology on acceptable terms IUld ultimately 
enable the country to stand up on its own 
indigenous know-how. 

Foreign Investment Board 

The Committee note that with a view to 
minimising procedural delays in disposal of 
applications relating to foreign investment and 
foreign collaboration, the FIB was set up in 1969 
and charged with the responsibility of expedi-
lious disposal of cases. The Committee are also 
informed that a special procedural system has 
been introduced w.e.f. 1st November, 1973 for 
processing of applications for industrial licence 
and foreign collaboration. Although it has been 
olaimed that since the introduction of the new 
procedure, delays have been reduced, substantial-
ly, the Committee regret to observe that during 
1974 out of 16 cases of public undertakings which 
were referred to FIB 10 Were cleared within 120 
days and in 1975 out of 12 cases referred to 8 
were cleared within 120 days. The Committee 
are not convinced of the reasons for the delay 
in the disposal of the remaining applications and 
feel that with a more determined effort it should 
.. ave been possible to dispose them of within the 
prescribed time schedule. 

The Committee feel that in the case of public 
undertakings there should be no difficulty in 
.btaining the necessary clarifications or holding 
iiscussions with the Chief Executives of the pub-
lic undertakings and/or the senior officers of the 
administrative Ministries concerned SO as to 
resolve all matters and issue final orders on the 
awlications for foreign collaboration well within 
the prescribed period of 120 days. The Com-
IIlittee need hardly point out that speedy proces-
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sing of applications for foreign collaboration 
would help to clinch the foreign collaboration 
terms and remove one major uncertainty in the 
time schedule for implementation of planned 
projects. 

Basis of Foreign Collaboration and Selection of 
Technology 

3.46 The Committee agree with the Ministry of 
,to Finance (Bureau of Public Enterprises) that 
3.4~ foreign collaboration should be in the field of 

high priority and areas where technical know-
how, materials and talents are not available 
indigenously and where the import of technology 
is absolutely necessary and the same should be 
a proven process. 

The Committee feel that it is important that 
Government/Undertaking should be clear about 
the exact nature and type of technology required, 
the sources of availability of such technology and 
the resources available for the purpose and 
should haVe knowledge about the technology and 
the collaborator, in order to secure the best terms 
in public inter(>St. 

Technical D.ata Bank 

3.50 The Committee are also informed that it has 
to been decided that a technology cell and a 

3.51 technical data bank should be established in the 
office of DGTD for the technical examination and 
evaluation of the competitive technologies and 
advising the entrepreneur of the correct cost of 
technology . 

The Committee recommend that the proposed 
Data Bank should be brought into action at a 
very early date and stress that the Data Bank 
should not only have information about the 
latest advancements in technology and the col-
laborators in foreign countries, but also maintain 

... __ ~ ________ -----------r--------~~------------- - . 
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liaison with the CSIR, the Department of Science 
and Technology and other leading Research and:-
Development institutions in the country etc. so-
as to incorporate at one place, upto date infor-
mation about technology /collaborators availabl~ 
within the country and outside. 

Evaluation of Technology 

The Committee note that, according to Gov-
ernment, undertakings/administrative Minis-
tries have evolved elaborate methodology to make 
sare that the technology which is best suited to' 
requirements and is upto date and proven ill the-
field ii chosen. The Committee, however,. 
find that in the recent past there have been' 
iDstarrces where the technology chosen e.g.,. 
in the case of manufacture of photo filmS' 
and crQss-bar telephone exchanges, was later 
on tound to suffer from several deficiencies 
Which basically arose from the fact that the 
standi~ of the collaborator and his capability in-
the field bad not been critically evaluatd I.or 
the suitvbUity of the technology fot" Indian con-
ditions critically adjudged. 

The Committee feel that in making the 
choice ot te('hno~ogy care should be taken tu 
safeguard against absolescence and incompatibi~ 
ltty to ensure that the technology selected is not 
only mo£t modern but appropriate to the Indian' 
conditions. The t~h~Jogy should be clll'rcl~ted 
with the kca~ly wailable inputs lind with the' 
present projected demands as co-relation with the 
demand prCljecti()n is important in aetermining-
the scale of Qroduction. The Committee agree-
that thelle should be high degree of selectivity in 
the case (·f e"ginl~l!ring industry, w11erc the coun-
try_ is f<,p:nt'dd to ha~e deveJoped a technological 
bNe and ex'Oerti~e for ma!lufact;ure If sophisti-
e.ted, equipment and stress that Government· 
8h<MJld ~se in greater depth the need lor 
an,Y foreign collaboration in this sector after care-
fully assessing ihe existing capacity for develop-
ing second generation plants . 
. _-----------
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,<cLeed" A.gency OT "Nodal" Agency felT Selection. 
of Technol():I~1 

The Committee have elsewhere in this 
Chapter recommended that a public sector under-
taking should be n()Jlllinated by Government in 
each sector of the industry to act as the- leader 
in the matter of processing and crystallising 
proposal::; for selection of best foreign technology. 
Where a unit is coming up in an area where no 
public sector undertaking exists, the Govern-
ment may consider the question of nominating a 
suitable consulting agency, such as Engineers 
India, NIDC, etc., to act as a "NO!dal" agency for 
processing such proposals. The idea underlyinq. 
this recommendation is that the proposals shou1C!~ 
abiniLio, be drawn up with the association of the 
most knowledgeable unit in the public sector so 
as to facilitate the task of Foreign Investment 
Board to scrutinise and approve the fQplication 
for foreign collaboration. 

Coordination in the matteT of Selection of 
Technology 

The Committee recall that in the publi\ 
sector, large capacity for manufacturing proces-
sin~ unit~ has already been built up as for 
example, the Heavy Engineering Corporation,. 
MAMCO, BHPV who have the capacity to manu-
facture steel plants, large-scale coal mines 
machinery and port handling euipment, machi-
nery and equipment for petrochemi~al and fer-
tilizer industries etc. There are, however, cer-
tain areas where we are dependant on imported 
marilinery and equipment which could be manu-
factured by the large manufacturing undertakings 
in tbe pUBlic sector. 

The Committee suggest that there should be-
meaningful coordiDati9Jl between these large 
maclUDes IDallufaetur4ng units and the processing 
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undertakings so that indigenous manufacture of 
machinery and equipment undertaken with the 
aid of foreign technology and know-how where 
absolutely essential, could be taken up in an 
integratE>d manner so as to meet satisfactorily 
the requirements of the processing industry as 
well as the objectives of indigenisation. 

Screening and Eva.luation of Technology 

The Committee feel that screening and 
evaluation of technology should first be done by 
a "Lead agency" in the public sector nominated 
for a particular field of industry or a 'nodal' agen-
cy for a particular technology with the assistance 
of DGTD and eXQert bodies like CSIR, and re-
commend the appropriate technology for conside-
ration by Government which would evaluate the 
same through a technical committee of experts 
drawn from DGTD, CSIR, NRDC, Department of 
Science and technology before a final decision of 
the choice of appropriate technology is taken by 
the Foreign Investment Board. As already recom-
mended in paragraph 2.69 ante the system in 
FIB should be so geared up 'So as minimise delays 
in approval of foreign collaboration proposals. 

The Committee note that the basic requirement 
for availability of iw:>rmation regarding foreign 
technologies/collaborators is now to be met by 
the Data Bank which is being set up. The Com-
mittee agree that it may not be necessary to 
have a central body or a corporation as the main 
agency for screening, evaluating and reC':>mmen-
ding appropriate technology as no single agency 
how so ever competent it may be can claim ex-
pertise in all types of technologies for various 
types of industries and in the opinion of the 
Committee creati':>n of a new agency will only 
add to the problems of coordination. The Com-
mittee need hardly stress that the screening 
function should not only include technical eva-
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luation and'investigation but also evaluation of 
financial implications and economics of the pro-
ject. 

3.114: The Committee feel that it is preferable to 

3.118 
to 

3.111S 

go in for labour intensive technology under the 
conditions obtaining in India. While there may 
be &;)me force in the argument that in the inte-
rest of competing with international organisa-
tions it may not be desirable to go in for labour 
intensive technology in the case of purely export-
oriented industries, the Committee are of the 
view that, even in such cases labour intensive 
technohgy should not be ruled out and in fact 
may be prefered provided the quality and the 
prices are competitive and the manufacturing 
process would not expose the workers to avoid-
able health hazards. 

The Committee are given to understand that 
Japan has achieved a high rate of technology 
in a labour surplus situation by (a) restructur-
ing production techniques (b) confining technolo-
gical development to most oligopolistic large 
enterprises and (c) successful adaptation of ad-
vanced technology by concerted R&D effort. It 
is also understood that in engineering industries, 
large enterprises perform assembly work while 
parts are manufactured by sub-contracting firms 
of medium and small size. In the case of process 
industries raw materials are manufactured by 
large enterprises while conversion ro finished 
products is done by medium and small manufac-
turers linked to respective large Corporations. 

The Committee would like Government to 
study in depth the latest trends in Japan so as to 
evolve the procedures for the selection of the best 
and most upto date technology in the public sec-
tor which would make for economic production 
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at most competitive prices consistent with the-
national requirement of finding employment op-
portunities for our growing populati'.:m. 

13 3.127 Since India has already built up a very 
competent technological base in a large number 
of sectors what may be required is know-how 
and technology in specified fields. The Commit-
tee recommend that Government should on the 
basis ·,:)f best advice available in the country con-
.sider as to what type of technology/know-how 
should be imported and from where. The Com-
mittee need hardly emphasise that the techno· 
logy obtained should be up to date, reliable, 
proven and be capable of economic prt)duction. 

One.Time Purchase Technology 
14 3.128 The Committee would stress that one time 

15 3.129 

purchase of technology would serve the purpose 
only, if it is supported by a strong R&D base for 
assimilating, updating and transfer of technology. 
The Committee also feel that it is e3sential that 
provisit:m should be included in the collaboration 
agreements requiring the collaborator to pass on 
any subsequent modifications and improvement 
in technologies of Processes and products. 

The Committee recommend that it should be 
made obligatory on the part of the Undertakings 
to keep a careful watch on the improvements/ 
developments in technology/know-how taking 
place elsewhere so as to avail of the facilities 
through the collaboration agreement. 

Know-how of a composite nature 

, 140 The Committee ate of the view that pack-
..., aged import of technology whkh combines pro-
.141 duct design, process knOW-how manufacturin! 

techniques, plant design and engineering, train~ 
ing ek as one deal should be discouraged as it 
is ift the _ture of 'tum-key' project, and import 
of· tecJmalolY ahoqld, be ~tricted to only thOst 

- ---- .... _--------_._-----
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areas wh.ere indigenous .teehnology is not avail-
able or where high degree of sophistication not 
hitherto practised in the country is called for in 
a particular field. Technology imported should 
also be such as could be utilised in the best in-
terests of o.:>untry without any restriction. 

Repetitive Import of Technology 

The Committee are informed by the Ministry 
of Industrial Development that in scrutinising 
foreign collaboration proposals, the Technical 
Departments/agencies ensure that repetitive im-
port of technology is avoided to the extent pos-
sible. The principle of avoiding repetitive im-
ports has been incorporated in the guidelines. 

The Committee find that during the last 5 
years in as many as 15 cases Government allow-
ed foreign collaborati·.:>n by private parties even 
when the technology or know-how was available 
with Public undertakings due to export obliga-
tions or contractual constraints or technology not 
being ab~.:>rbed completely by the undertaking. 

The Committee feel that repetitive import of 
technology should be avoided except where it is 
not possible to - sub-licence the technology be-
cause of restrictive provision in the collaboration 
agreements. The undertakings should take steps 
through their Research and Development Cells 
to absmb the technology within shortest possible 
time, adapt it to the Indian conditions and im-
prove the same so that it is fully abreast of the 
late:;t development in the field. and be in a posi-
tion to make horizontal. transfer of the technology 
to other undertakings in public interest. Where 
it is considered necessar.y t>.:> go in for a different 
process technology because of the fast develop-
ments in the field, a careful cost-benefit analysis 
of the import of such technology sho~ld be made 
before a decision to import a different technology 
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is taken. The Committee feel that it should be 
possible to avoid such cases if only the Research 
and Development Cells of the industries keep 
themselves abreast of the developments in 
technologies taking place elsewhere in the in-
dustry and make improvements in the process 
technology already imported. Till this is achiev-
ed, even if import of improved process techno-
logy is to be allowed, it should be subject to the 
condition that production capacity could lead to 
a healthy competition with the existing unit and 
not to its c}t:>sure. 

The Committee also suggest that as provided 
for in the draft 5th Five Year Plan import of 
repetitive technology should be avoided and 
where import and assimilation has already taken 
place all possible measures including appropriate 
incentives should be taken to promote horizontal 
transfer of that technology to other enterprises 
which wish to make the product concerned. The 
Committee also expect that keeping this in view 
Government will take proper measures to avoid 
repetitive import of technology or know-how. 

Where for the same product collaoorations 
have been made with different countries, it would 
be useful to make a comparative study of, the 
technology and the cost of product under diffe-
rent collaborations so as to assess the compara-
tive merit. 

The Committee also suggest that the Inter-
national Tec.hnical Transfer Centre proposed to 
be set up may consider the problem of lateral 
transfer of already imported technology which 
mayor may not have further developed and re-
designed in India and evolve proper measures to 
stop repetitive im{:ort of know-how for the 
same product or process. 

---------.----
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Know-How tOT Auxiliary Industries 

The Committee regret to observe that the-
recommendation of the Committee on Public 
Undertakings in this regard has not been fully 
implemented in ~{lite of, Government having ac-
cepted the recommendation. The Committee-
reiterate their recommendation in their earlier 
Report on Management and Administration of 
Public Undertakings (13th Report, 3rd Lok 
Sabha-Paragraph 84) and stress that when 
public undertakings go in for foreign collabora-
tion, they should ask the collaborators to make-
provision or give the know-how about establish-
ment of sui~able auxiliary industries. 

Consultancy Sen ices 

The Committee are surprised to note that 
the Ministry of Industrial Development has ·not 
been able to indicate categQricdly the fields in 
which there is absence of consultancy organisa-
tion. The Committee feel that a procedur. 
should be evolved by which consultancy organi-
sation in various fields may be compulsorily re-
quired to enlist themselves with the Ministry/ 
DGTD. The Committee would also like that Gov-
ernment should, in consultation with the Pu')lic-
Undertakings and national research organisa-
tions like NRDC. Department of Science and 
Technology, csm, etc. take steps to identify the 
spe~ific areas in which consultancy is yet to be 
developed and consider whether the existin~ 
consultancy organisations could be strengthened 
for providing consultancy services in such 
fields. 

DGTD' 

The Committee would like that a case-
study of the applications, the disposal of which 

----_._-----------
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have exceeded the 3 months limit may be made 
to see how far the delays in these cases could 
have ben avoided wi1:h a view to taking suitable 
remedial measures. The Committee need hardly 
stress the importance of speedy and timely pro-
cessing of applications or foreign collabor~tion 

by Public Undertakings. The Committee sug-
gest that all matters requiring clarification dur-
ing the consideration of applications should be 
arranged to be settled by holding discussions with 
the Public Undertakings and administrative 
Ministries in the interest of expeditk>U3 dispos-
al of applications. 

The Committee recommend that DGTD as 
a technical authority should act more as a deve-
lopmental agency rather than as a regulatory 
one and suggest alternative proposals for foreign 
collaboration wherever necessary after discussion 
with the Public Undertaking:>. 

The Committee have already given their re-
commendations in regard to data bank in an 
earlier chapter of the report. The Committee 
would like that the data bank should be set up 
expeditiously and should provide exhaustive 
information about the technologies, their deve-
lopment and improvements, the sources etc. so 
that the information may be useful for selection 
of the appropriate technology in any particular 
field of industry. 

3.202 The Committee are also informed that a 
technological division has Qeen formed in the 
DGTD to develop a m~~ningful coordinatit.)n 
between DGTD. CSIR, NRDC, Department of 
Science and Technology and other leading in-
stitutions and other associations. It is stated 
that effort of this Division is to try and bear a 
total technological approach consitent with the 
objectives of self-reliance in technology. Asa 
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necessary back up to this division, collection, 
consultation and dissemination of technical and 
industrial data is also to be done through the 
Data Bank in the DGTD. 

The Committee recommend that the DGTD 
should identify the specific areas of importance 
where foreign technology is being imr-orted by 
public undertakings and suggest measures to at-
tain self-reliance in consultation with public 
undertaking3 research institutions concerned, 
etc. The term 'imp':>rtance' may be construed to 
mean areas which are of sensitive nature from 
'the point of view of security or where large out-
go of foreign exchange is involved. 

During the course of 20 years as different 
technologies have been obtained from a large 
number of countries, it will be necessary to 
evolve some standardisation and standard speci-
fications. The Committee feel that the Techno-
logical Development Division can play an im-
portant role in bringing about standardisation 
and rationalisation of equipments and inputs so 
as to reduce dependence on imports and encour-
age full utilisation of installed capacity parti-
cularly in the public sector. 

Research and Development 

The Committee need hardly stress that the 
Research and Development units should be an 

integral part of the project under collaboration 
and Government should have monitored the pro-
gress in setting up the R&D facilities since 
the date of approval of the collaboration so that 
the time lag in this respect could have been 
avoided and necessity for extension of collabora-
tion on this score' obviated. The Committee 
would like that Board of Management and the 
administrative Ministries should keep a close 
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and continuous watch on the progres of setting 
up of R&D units for absorption, indigensa-
tion of technology and to ensure that the foreign 
col1abOrator is discharging his duties and res-
ponsibilities in terms of the collaboration agree-
ment in this regard so that suitable remedial me-
asures ~re taken in time. The Committee would 
also like that the R&p units set up at the 
undertakings level should be closely associated 
with the actual production, improvement in 
manufacturing proce3ses, improvement of materi-
als, cost reduction etc. !lnd should be in a posi-
tion to find solutions to technological constraints 
coming in the way of achieving the designed out-
put. 

Where it is found to be neither feasible nor 
economical to have R&D units in certain 
undertakings, it should be ensured that a close 
liaison is maintained with undertakings in the 
same sector and/or engaged in similar manu-
facturing activities and a pooling arrangements 
may be made or alternatively such units may be 
attached to other research institutions as may 
be found feasible and advantageous. 

29 4.111 The Committe ealso recommend that tlJ.ere 
should be a regular system of feed back from 
the field as well as the market and other techno-
logical information on the basis of which pro-
ducts/process development/improvement may be 
taken up in the R&D units. 

30 4.112 The Committee have already suggested 
nomination of leading Public Undertakings or a 
"nodal" agency ~ purposes of screening and 
evaluation of technology at sectoral level. The 
Committee feel that the "lead" agency eould 
take care of the problems of absorption and 
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development of techn.ology at the sectoral level. 
There sh.ould be cl.ose cOOrdination between the 
R&D units of industries in the same sect.or f.or 
example. Heavy Engineering C.orp.oration and 
MAMC, Fertilizer C.orporati.on Qf India and 
FACT etc. etc. The C.ommittee expect that these 
should c.over amongst themselves the entire field 
.of research and devel.opment and techn.oI.ogical 
improvements in that secto-r to av.oid any duplic-
ati.on in this regard. In this c.onnection the 
C.ommittee W.ould like t.o invite attenti.on t.o their 
rec.ommendati.on· in paragraph 6.24 .of their 80th 
Rep.ort (1975-76) .on Hindstan Antibi.otics Ltd. 

'The C.ommittee W.ou!d als.o like that there 
should be a cl.ose liaison amongst public under-
takings within a particular sect.or .of the industry 
f.or disseminati.on .of kn.owledge acquired thr.ough 
the R&D eff.orts. 

The C.ommittee are informed that at present 
c.o.ordinati.on between Pub1ic Sect.or and Pri-
vate Sect.or in the matter .of research and deve-
lopment .or between Public Sect.or units and na-
ti.onal research organisatwns is being achieved 
through Devel.opment C.ouncils f.or different in-
dustries, c.o.operative R&D eff.orts in the case .of 
textile industry, Central Drug Research Institute 
in the case .of drug industry, CMTI in the case 
.of HMT, Nati.onal .organisati.ons like CSIR, ICAR 

'ICMR, Atomic Energy, Space Recearch, Nati.on-
al Chemical Laboratory, Institute .of Sciences 
etc. in the case .of IPCL, Planrjng and Devel.op-
ment and FEDO in the case .of fertilizers, etc. 

The C.ommittee are given t.o understand that 
though Devel.opment Councils f.or different in-
dustries have been in existence f.or a number .of 
years pr.ogre3s in the Matter .of coordinati.on of 
R&D has n.ot been significant. The C.ommittee 
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are informed that pursuant to the recommenda-
tions of Nationat Commission on Science and 
Technology, a working group under the Chair-
manship of Dr. S. Varadarajan was set up in 
June, 1974 to suggest measures for organising and 
providing Research and Development in public 
sector. The terms of reference include sugges-
tions of measures for establishing meaningful 
coordination between public sector enterprises 
and National laboratories. It has been stated that 
the que3tion of setting up a Council for Research 
& Development in Public Sector would be ex-
amined after the Report of the working group is 
received. The Committee would like that the 
working group should expedite its report. The 
Committee would also like to be informed of the 
recommendations of the working group and also 
aetion taken in pursuance thereof. 

32 4.116 The Committee recommend that research 
undertaken by the National Laboratories should 
have close relation to the needs of industry so 
that National Laboratories may see greater 
purpose and pressure in producing viable results 
and the process of know-how transfer is facili-
tated. In this connection the Committee would 
like to commend the example of the Depart-
ment of Atomic Energy which has been suc-
cessful in making fruitful use of the results of 
research in their industry and the efforts made 
by SAIL in bringing about such coordination 
in the Steel industry. The Committee would 
like to judge the efforts of coordination at the 
National level by the actual results by way of 
attaining self-reliance in settling technological 
problems in indU'Stries and in the assistance in 
the expansion programmes. 

33 4.117 The Committee feel that R&D has a crucial 
role to lay with more emphasis on development 
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and the whole- thrust should be on upgrading 
the technological expertise of the industrial 
units. 

The Committee also recommend that there 
should be regular programmes of exchange of 
personnel between the industry and research 
institutions as is bei.ng reported to be done in 
the case of Defence undertakings and Defence 
research institutions and Cement industry and 
Cement Research Institute. This will enable an 
appreciation of the utilisation of the results of 
research in the undertakings and facilitate the 
research mstitutions to adapt their programmes 
to the needs of the industry. 

The Committee would also like that a study 
may be undertaken to assess the relative ad-
vantage of investment in R&D on a lOllg 
term basis insted of importing technology :from 
abroad at high costs. In this con.nection the 
Committee would like to cite the instance of 
Japan where R&D has been given the highest 
importance On account of which Japan has not 
only been able to indigenise the technology but 
also to improve and upgrade the know-how to 
improve the products and make their techno-
logy exportabl~. 

Expenditu.'l'e on Research and Development 

The Committee are informed by the repre-
sentative of Department of Science and Tech-
nology that the overall expenditure on R&D in 
the public sector as a percentage of turnover is 
only about 0.6 per cent and it is expected to 
be about 1 per cent by the end of the Fifth 
Plan. The Committee understand that the ratio 
of R&D expenditure to turnover is very low in 
India. Some of the undertakings have stated 
that there are no specific allocatiQns for R&D 

-.-.. --------
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by Government and the present expenditure 
bas, to be met -from the profit and loss accounts 
of the undertakings. The Committee agree that 
the Research and Development activities can 
be done in a meaningfui manner if adequate 
finances are provided. They feel that a stage 

. ! . . ' • 

-hItS now come -where it should be possible for 
the industries themselveS to mobilise the ne-
cessary resoUr~es for their R&D efforts in the 
overall national interest. The Committee would 
like Government to ensut~ that adequate funds 
say 3 to 5 pe-r cent of the turnover are allocated 
for research and deyelppments. The Committee 
natre no doubt that if R&D activities are under-
taken with determination and dedication, they-
would pay back manifold. 

PeTspective pzan for R&D 
The Committee are informed that though 

the science and technology plan prepared in 
1973 has made available for the first time a 
detailed programme of work in various sectors 
further experience has shown that it is neces-
sary to have a Perspective planning for R&D. 

" The Committee feel that Government should 
dra~ up a perspective plan say for 10 to 15 
years for R&D which should be interrelated to 
the particular industrial sectoral units. 

Coordination between InduStries and Research Laboratories 

4.123 The Committee understand that a beginning 
has been made by the Commission on Science 
&: Technology to identify the areas in which 
R&D may be undertaken in tlie future and what 
is necessary is to establish time-bound opera-
tional programmes for each succeeding 3 to 5 
years period. The Committee would like that 
there should be close coordination between the 
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Industries, and the Researcb Laboratories at 
National level so that programmes are drawn 
up in consultation with the industrial units. 
Priority should be given by the national labo-
ratories to problems actually faced by the in-
dustries rather than to problems of academic in-
terest. The Co~ittee would also like that the 
programmes to be undertaken should be time-
bound and with specific budget allotment 
therefor. 

Review CYj the Research and Development 

The Com.mittee also recommend that an 
over all review of the Research and Develop-
ment at the National level with reference to 
the goals and the financial targets set therefor, 
illiould be conducted at quarterly intervals by a 
coordinating Committee consisting of the DGTD, 
Department of Science and TechnolQgy, the re-
presentativ~~ of the industries the BPE, Minis-
try of FiIiance, and Chief of the Administrative 
Ministry ,concerned and meaningful follows-up 
action . taken as a result of such reviews. . 

Communication of the Results of Research 

The Committee are informed that though 
in certain sectors the communication bet-
ween the National Laboratories and the in-
dustry is good, there are many areas where the 
results of laboratory have not percolated to the 
industry. It has been stated that efforts are be-
ing made by the NRDC on the laboratory side 
and the DGTD from the industry side to project 
the results of Research to Laboratory. 

The Committee feel that there should bea 
system of communication of the results oil 
research which are of wider interest to all the 



(1) 

-, 

31 

32 

33 

(2) 

4.128 

5.66 
to 

5.67 

5.68 

344 
----------

(3) 

Public Undertakings and to the industry pr0-
vided such dissemination of information does 
not come in conflict with the larger interesis of 
the Public Sector. 

r~ ward:;!! 1tC'entives for outstandi1!,y !tchievemenfs! 
con'tribution in the field. of R&D 

The Committee would also like Government 
to examine the question of instituting suitable 
awards/incentives for outstading achievements} 
contribution in the field of research and deve-
lopment. rll 

Horizontal Transfer of Technology 

The Committee feel that a mere provision 
10 the 8£Teement for pi!li'l'littin,g horizc.ntal 
transfer of technology may not fully sub-
serve the objectives unless the undertakings im-
porting technology build up their own engineer-
ing and R&D organisation to assimilate, up date 
and indigenise the technology and effect improve-
ments as required. 

The Committee have already suggested that 
Government should, for purposes of screening 
and selection of technology, consider nominating 
a leader public undertaking which on account of 
its R&D, managerial strength and technology 
expertise in the particular field, has acquired a 
standing in the industry. The Committee feel 
that such leader organisations in different secrors 
may be considered as agencies for absorption of 
technology and transfer -to other parties in India. 
Such leading agencies should have close coordi-
nation with CSIR, NRDC, Department of Science 
and Technology etc. 
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The Committee need hardly stress that any 
provision restricting sub-licensing or lateral trans-
fer of technology results in repetitive import of 
the same technology or creates the problem of 
multiplicity of collaboration which besides entail-
ing avoidable foreign exchange introduces a 
variety of standards of various countries for 
similar products, difterent sta'ndards for raw 
materials, spares, designs specifications thus 
hindering standardisation and variety reduction 
which may be essential for improving producti-
vity and reducing costs. 

The Committee also find that there is no uni-
formity in regard to inclusion of a provision in 
the agreements with foreign collaborators plac-
ing a limitation on them to ma,ke available the 
same technology or a slightly advanced know-how 
to any other party in India.. The Committee 
would like Government! to consider including 
this provision uniformly in all foreign collabora-
tion agreements in the interest of avoiding repe-
titive import of technology. 

The Committee feel that the overriding consi-
deration in transferring technology laterally 
should be the national interest and not the inte-
rest of an individual unit. The Committee reCom-
mended that Government may consider equip-
ping themselves with powers, statutory as well 
as administrative, to make it obligatory on the 
part of recipient of foreign technology to tr'ansfer 
it to another Indian party in cases where such 
a transfer to considered essential in public 
interest. 

The Committee would like to emphasise that 
there should be no question of import of techno-
logy by a private sector where the know-how for 
the product already exists in the public sector'. 
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Patented Processes 

The Committee find while generally no limi-
tations are placed by foreign coliaborators in 
making available the know-how and technulogy 
to any other party. in India, restrictions are im'-
posed on certain patented processes where trans-
fer could be effected only with the consent of 
the collaborator at probably reduced cost. 

The Committee are informed that in the case 
of BEML horizontal transfer of technology of the 
processes that are patented, is not nurmally 
alluwed. IOC has stated that a patented process 
cannot be transferred to any other pa;rty withQ).!t 
paying some royalty to the foreign collaborators. 

Aa it is likely that numerous worth while 
processes might have been patented already be-
fore the foreign collaboration agreements are 
signed, the restrictive law/practice obtaining in 
this regard may place a number of such processes 
under virtual embargo so far as their horizontal 
transfer/sub-licensing is concerned. The Com-
mittee suggest that Govern,ment should examine 
the question from legal and national point of 
view and see how there can be free tlow of tecb-
nical. know~how etc., ,j)B.~nted as well as non-
patented, from· the India.J]. party to another so 
that repetitiVe import of the some or similar tech-
nulogy can be avoided in larger national interest. 

PATENT RIGHTS 

The Committee note that payments for patents 
are .generally considered as part of the overall 
collabora.tion agr'eement but in cases where only 
patent rights are required to be obtained; these 
are procured on a lump-sum basis. They are in-
formed that normally foreign coIlabqrators ~ 
not agreeable to grant patent rights on outrights 
or exclusive basis. In Chemical manufacturing 
plants; patents are not purchased on outright _._------
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9~_~i~, as the, y'entail l9 ,v,',ery lUg,', h initial payment. 
'jJ:}lepo~~ittee are ~nfo~med that in a large num-

, ,q~:r, ,?f !a~~E¥TIents enterec\ into by Public Under-
'~~iJ.gs there is no limi~ation on the foreign col~ 
~bQrators making aV/iillable .the same patent 

'right or trade-marks to another party in India. 

The, Committee feel that since Government 
have, the regulatory powers, they should ensure 
that,where patent rights have been obtained in 
public sector there should be no question of any 
other unit in private sector getting these patent 
rights at avoidable costs. 

Duration of Agreement 
., : I.~: ! , j • 

From the infurmation gathered i~ respect of 
agreements ~ith pub~ic, uru;iertaki~1'! the Com-
mittee find that the duratiQn of agreements has 
exceeded in fairly, large Il~ber of cases the 
prescribed limit of S years. They would Hke that 
Government should make a critical review ~f 
shc~ agreements with, a v~ew to find out the 
specific reasons for such a long duration so that 
suitable remedial measures may be taken at least 
in the future. 

The Committee are convinced that the coI1a~ 
boration agreements sho~c;t, be for a definite 
period which should be fixed on a realistic but 
strict basis even ab initio according to the merits 
of each case in close consultation with the under-
taking, DGTD, National Commission o'n Science 
and Technology, Bureau of Public Enterprises 
etc. The Committee feel that there should be 
bUilt in mechanism by which absorption of tech-
nology is facilitated within the period of colla-
bora.tion agreement. The administrative Ministry 
should take steps to monitor the progr.~ss of colla. 
boration at different stage~! right froPl the com-
mencement and also un~r,take a ~ritical mid-
term appraisal, of the progress of, co11aboration in 
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close coordination with the Bureau of Public En-
terprises, DGTD and NCST etc. with a view to 
taking suitable remedial measures in time so as 
to obviate the necessity of extending the period 
,)f agl"eement. The Committee also feel that the 
;»eriod of 5 years normally allOWed for collabora-
tion should not be taken for granted but it should 
be the endeavour of the public sector undertak-
ings to reduce to period of collaboration to less 
than 5 years and attain self-reliance at the ear-
liest by fully absorbing and indigenising the teeh-
nology and know-how. 

Extension of Agreements 

Since extension of agreements is likely to in-
crease the total amount of royalty payments with 
consequent increase in the outgo of foreign ex-
change the Committee urge that extensions of 
collaboration agreements may be granted only in 
exceptional cases where called for in the national 
interest and it should be ensured that the ob;ec-
tive for which collaboration was entred into are 
at least fulfilled within the extended period. The 
Committee also stress that requests for extension 
of collaboration agreements should be made well 
in time say 12-18 months before the expiry of 
the original agreement so that the matter can be 
reviewed in depth in consultation with all con-
cerned and final decision communicated before 
the expiry of the existing agreement to obviate 
any uncertainty. 

The Committee recommelld that any extension 
of agreement beyond a period of 8 years should 
be brought to the notice of Parliament. 

D.P.R. 

Although according to Policy Guidelines, it is 
necessary that Government as well a undertaking 
should follow time-bound programmes for getting 
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the project report cleared, the Committee have, 
during the course of examination of public un-
dertakings come across several cases of abnormal 
delays in the approval of DPRs which had the 
effect of increasing the cost of the project as 
also the outgo in foreign exchange. While there 
cannot be two opinions that the DPRs should. as 
also recommended by the Committee in para 2.27 
of their 68th Report on BokaI"o Steel Ltd., be 
effectively scrutinised and properly appraised 
from all angles, the Committee do not agree that 
delays in the approval of DPRs are inevitable. 

The Committee agree with the suggest.io'n 
made by the Department of Atomic Energy that 
a workable solution to avoid delay may be to 
constitute a Committee comprising the nominees 
(experts) of the various Ministries involved in 
decision making, which may meet once or twice 
alongwith the representatives of the Public Un-
dertaking within the stipulated period to resolve 
difficulties if any. in order to expedite final de-
cision. 

The Committee suggest that suitable time-
limit should be fixed/evolved for approval of DPR 
by difiE'rent Departments and Divisions of Gov-
ernment within the total time schedule fixed. 
For this purpose the Committee suggest that 
Government may evolve a procedure by which 
copies of DPR are made available to the con-
cerned Departments/Ministries in time, so that 
consideration thereof is not delayed. Once the 
DPR is approved there should not be any delay 
in communicating its approval. In case any delay 
is anticipated at least financial sanction to cover 
the immediate outlay should be communicated 
to avoid delay in initiating action for implemen-
tation of the Project. 

The Committee need hardly stress that any 
delay in the approval of the DPR not only es .. ------ ----------
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calates the cost of the construction of the project 
Wfl1ch may' adVersely affeet its profitability but 
a1so have fai reaching a~verse effect on the 
littainment of planned tar~ets. 

'l II I ' ,1 ' 

The Committee therefore, stress that an ef-
fective follow-up should be maintained at all 
levels iIi the administrative Ministry and the 

. undertaking concerned till the DPR is finally 
~leared by the Public In~estment Board or the 
Cabinet Sub-Committee as the caSe may be. 

The Committee have in the course of the exa-
mination of several Public Undertakings come 
across many shortcomings in the prepaI'ation of 
DPRs li~e non-inclusion of cost of twonship and 
other ancillary facilities, non-stipulation of 
sequence of delivery of designs, drawings and 
supply of plant and equipment, non-inclusion of 
da~es for commencement of commercial pro-
duction, not stipulating the staff requirements 
at different stages, etc. The Committee have 
given their recommendations how these short-
comings have res~lted in escala.tion of cost and 
delays in commissioning, and affected the mar-
ketability of products and ultimately the profi-
tability. 

The Committee note that the Ministry of 
Finance have laid down a detailed procedure 
for checking and clearance of DPR. The Com-
mittee would like that 8.n evaluati"Cln should be 
made of the working of this procedure with a 
view to further streamlining it and making the 
scrutiny more meaningful. 

The Commi~ee would urge G<>vernment 
that in addition to examining whether the Pro-
ject fits in the broad pattern of economic deve-
lopment also consider, the economic aspects par-
ticularly the demand for the product, whether 
the cost would give adequate return, the instal-
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led and the likely adaitions to the Industry, 
market-analysis, impor~-ex'ports policy, etc. 

- " . training 
The Committee agree with the view expressed 

by the undertakings in general that a clause on 
training should form an integral part of the col-
laboration agreement itself in the interest of 
absorption of know-how at a qui~er pace at 
no extra cost and stress that the Iridian engine-
ers/technicians should be associated with the 
foreign collaborators during the various stages, 
particularly the design stage of the plant, for 
long enough period to enable them to pick up 
the intricacies of the 'vro:t'k and develop the 
J).ecessary expertise in this crucial field. In this 
connection the Committee would also invite at-
tention to recommendation in para 7.14 of their 
17th Report (1971-7~) on Personnel Policies and 
Labour Management Relations in Public Under-
takings. The Oommittee suggest that during 
the period when Indian engineers work with 
foreign experts for designing, commissIOning, 
operation etc. of plant, emphasis should also be 
laid on the acqui,ition t.)f knowledge and exper-
tise for reaching full produ::ti'On upto the level 
of installed capa.city at the earliest and main-
taining it at that level. The Committee have 
come across cases where absence of maintenance 
schedules has resulted in frequent breakdowns 
hampering production. In the opinion of the 
Committee, the maintenance of plants (includ-
ing drawal of maintenance schedules) should. 
therefore be an import:lnt aspect to be taken 
care of. The Committee suggest that arrange-
ments for training should be provided at the 
collaborator's works on machines and equip-
ments which are more or less identical with 
those which would be supplied under the terms 
of a.greement for installation in the country and 
such training should be much before the com-
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missioning of the plant. The Committee recom-
mend that a careful watch on the extent of the 
facilities actually made available to the Indian 
engineers and personnel should be kept so as to 
ensure that full advantage of training is secured. 
T,he Committee also suggest that suitable guide. 
lines in this regard may be issued for the benefit 
of the Undertakings. 

The Committee need hardly stress that there 
should be coordination amongst the Public 
Undertakings worlting in the same sector so as 
to cover amongst themselves the entire gamut 
or, lCiesignin~ operation, maintenance, etc., of 
plants and projects. 

The Committee would commend the example 
of training to Bhilaiengineers for adoption by 
the Public U ndertaking~. The Undertakings 
should also make sure that content and duration 
of training is precisely spelt out in consultation 
with the roUaborators before deputing them for 
training abroad and that the technicians ac-
tually receive practical training in the main-
tenance and operation SO that the undertaking 
can derive maximum benefit out of their expe-
rience abroad. 

The Committee would stress that the strategy 
evolved by MECON should be followed by other 
Undertakings, as necessary, to expedite attain-
ment of self-reliance in fields of crucial impor-
tance fur development. 

The Committee suggest that the Indian person-
nel and engineers on return from abroad should 
be required to submit a report giving a precise 
account of the training that they have received 
and also about the significant developments in 
technology which would be of interest to the 
Public Undertaking. The Management should 
carefully scrutinise the report with a view to 

--- - ,----------
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identifying points which should be beneficial to 
the undertaking and take suitable measures as 
may be necessa.ry in this regard. 

The Committee also suggest that adequate-
safeguards and stipulations should be made to 
ensure that, on return, the trained technicians 
are obliged to serve the sponsoring undertaking 
for considerably long periods so that the advan-
tages of training are not lost to the Undertaking. 
The sponsoring organisation should put the ser-
vices of such trained technicians to the best 
possible use not only in the sphere of operation 
and maintenance of the plants, as such, but also 
in making them ilXQart in-plant training to their 
technicians working in the unit so as to produce 
second generation experts in the long range 
interest of the Undertaking. Besides giving 
training to others, the trained engineers and 
personnel on return from abroad should be re-
quired to share their experiences in 'workshop 
meets" with other colleagues in the Undertak-
ing. 

Equipment and spare parts 

The Committee note that from the informa-
tion supplied by about 50 undertakings that 
except in the case of HMT, mE, Lubriwl, 
Richardson and Cruddas, Jessop and Company, 
the agreements with collaborators generally 
provide for supply of equipments and the 
sequenc-e of delivery is also mentioned therein, 
though in some agreements the sequence of 
delivery has not been provided as in the case of 
Bokaro, Bhilai, CMA, CRW, and BOGL. It has, 
however, been stated that in the case of Bokaro, 
CRW the absence of such a provision has not 
affectoo the programme of supply. The Com-
mittee have in this connection given their re-
commendation in paragraph 4.34 of their 68th 
Report (4th Lok Sabha) on :B.:>karo Steel Ltd. 

----------------------------------
437 LS-24. 
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In some cases it has been contended 
that the absenc~ of a schedule of delivery has 
not affected the programme of the project. The 
Committee have also given their comments in 
the case of Indian Telephone Ind~tries where 
the absence of a detailed catalogue of spares and 
delivery of equipmEmts and parts has affected 
the 'Schedule of completion of project vide their 
Report on ITI (34th Report of CPU, 5th Lok 
Sabha). The Committee have also given their 
comments in regard to the delay in start-up of 
production in the HPF due to delay in receipt 
of the equipment on account of change of design 
and' the consequent loss of production and also 
how beC':lUse of over-lapping of responsibilities 
between HPF and the collaborators no responsi-
bility could be fixed on the collaborators. The 
Committee would therefore like that wherever 
collaboration agreements provide for supply of 
plant and equipments the sequence of delivery 
of these equipments should be specifically indi-
cated in the agreements and the schedule of 
delivery should be fixed after taking into 
account the lime fixed for erection and commis-
sioning of the plant. There should also be 
suitable clauses providing for penalties for late 
deliveries, short and10r defective supplies. 

6.116 The Committee feel that though in cases 
where the collaborator is ultimately responsible 
for the performance of the system as a whole or 
whe!'e the contract is for turn-key project, the 
pre-inspection and the testing of the equipment 
may not appear to be absolutely essential, it will 
not only be de,irable in the interest of timely 
detection of any manufacuring or other defect 
but it will be of advantage to the undertaking 
if the plant and equipnients are inspected and 
tested before despatch at the works of the sup-
pliers. They would therefore suggest that a 
provision for pre-inspection and testing of the 

--_._----------
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equipment before despatch should be included 
mall collabo:r:ation agreements which include 
supply of equipment_ 

55 6.117 The Committee also recommend that it 
should be ensured that the provision for supply 
of plant and machinery through the collaboration 
agreements should also include p!'ovision for sup-
ply of spares initially at least for a period of two 
years to assist the undertaking to overcome its 
difficulties in regard to maintenance in the initial 
stages. The undertakings should carefully scru-
tinise the list of spares with a view to ensure that 
the spares are absolutely essential. It should 
however be the endeavour of the undertakings to 
develop the spares through their R&D Wings on 
the basis of indigenously developed designs and 
drawings concurrently with the subsistence of 
collaboration agreement so that the undertakings 
may not be put to the necessity of importing these 
spares at a later stage for purposes of main-
tenance. 

56 6.118 Since supplies of plant and machinery and 
spares provided for in the collaooration agree-
ments are expected to take into account the avail-
ability of indigenous plant and machinery and 
spares, Government/Undertaking should ensure 
that the schedule of delivery of such indigenous 
equipments synchronises with that of the im-
ported equipments to avoid delays in erection 
and commissioning of plants due to non-supply of 
indigenous equipments iIf time. The Committee 
have, during the course of examination of seve'" 
ral undertakings, come across cases where delays 
in supplies of indigenous ec;tuipments have affec-
ted the programme of erecticn and commission-
ing of plants with the' result that not only ex-
penses on account of collabcrators have increas-
ed with consequent increase in the outgo of 
foreign exchange but the collaborators also 

-------- .----~ 
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could not be hold responsible for delays in erac-
tion\conunissioning and\or for guaranteed pro-
duction, as generally the collaboration agree-
ments provide that normally guarantees are 
available for a period of 12 months from the 
date of completion of erection or 18124 months 
from the date of last shipment whichever is 
earlier. 

57 6.119 The Conunittee feel that compulsory channe-
lisation of imports through collaborators are only 
a means of imposing restrictions on purchases 
and involve not only additional expenditure on 
foreign exchange but is also likely to lead to in-
crease in the import content of the product. 

58 6.120 6.121 The Committee are not sure whether it is 
to always possible to retain freedom to procure 

6.122 equipments from the sources of one's own choice 
where either the agreement is tied to foreign 
credit or the equipment is of proprietary nature. 
But they see no reason why the Indian party 
should be made to buy equipment through the 
collaborator where either the required equipment 
of good enl\ugh quality is available from indi-
genous ~ources or where the collaborator does 
not himself manufacture the equipment in ques-
tion but merely procures it from a sub-suppliers. 
The Committee would like the Government; 
Undertaking to examine this aspect and to resist 
any such attempt by the foreign collaborator. In 
view of the experience that the equipments sup-
plied by the collaborators by purchasing them 
from their sub-suppliers are costlier by 25 to 30 
per cent than the global tenders it is all the more 
necessary that the Government/Undertaking do 
some hard bargaining with the foreign collabora-
tors and do not agree, as far as pOSSible, to have 
equipment through them when they themselves 
are not the manufacturers of such equipment. 

----------
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Where, however, it is unavoidable to agree to 
channelise, procurement of equipments through 
the collaborators, Government/Undertaking 
should not agree to pay prices which are higher 
than the w.)rld market prices as tested through 
global tenders or through consultants or other-
wise by comparison with the prices of similar or 
near similar items supplied by the same collabo-
rator to other parties in India and abroad, as far 
as possible. The Committee would like that 
the prices to be charged for the equipment, com-
p.)nents and stores should not be left to the c~l­
laborators, as was seen in the case of Hindustan 
Cables Ltd. but should be determined in ad-
vance and provided in the agreement. 

The Committee feel that the guirlelin~s 1aid 
down by Government in regard to compul-

sory channelising of imports though thE 
collaborators or though sources specified by 
them should be followed in all cases and no 
conditions Or restrictive clauses which seek to 
deny freedom to the Indian parties in the matter 
of purchase of materials or machinery at inter-
nationally most competitive prices may be ac-
cepted. If any deviation from such guidelines 
is deemed necessary in public interest such 
deviations should be specifically got approved 
at the highest level. 

60 6.136 The Committee also suggest that Govern-
ment and public undertakings should ensure 
that detailed specifications and quality of mate-
rials and alternate processes and sources are in-
variably spelt out in all the agreements so that 
the public undertakings are not tied down to 
one source or one type of raw materials and can 
choose the right type of raw materials from a 
wider field in the interest of expeditious and 
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economic implementation of the project. As 
research and development wings attached to dif-
ferent public undertakings are required to con-
centrate on import substitution it should be 
possible to evolve standard specifications for 
the different kinds of raw materials used or 
usable as also speed up the process of in-
digenisation so as to reduce to the minimum the 
outgo of foreign exchange. There should also be 
greater coordination between the related under-
takings working in the same sector of industry 
administrative Ministry and the DGTD so that 
information about such standards and specifica-
tions are readily available and could be put to 
best use of while finalising collaboration agree-
ments. 

Performance Guarantee 

The Committee find that the contracts en-
tered into by some puhlic undertakings 
did neither clearly spell out the liability 
of the collaborators in respect of quality, timely 
and trouble free operation and guaranteed level 
of production nor for extension of the period of 
guarantee on account of delays in supply of 
drawings, designs data, equipment etc. The 
Committee are surprised that omission of im-
portant provisions regarding performance gua-
rantee by Government before approval to these 
foreign collaboration agreements was accorded. 
The Committee stress that clear responsibility 
and liability of the foreign collaborator for 
proving performance of the equipmentlsystem 
at his own cost before final payments are relea-
sed should invariably be provided in each, 
foreign collaboration agreement. The adminis-
trative Ministry .concerned- and the Fm Should 
in particular eBSUre-thatadequate provisions in 
this regard is' ineludid m the agreement before 
tt is approved and signed'. 
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From the information regarding the court-
tracts signed by various Undertakings for 
supply of equipment etc. (other than those 
for consultancy agreements or -for complete 
systems) the Committee find that there is no 
uniformity in regard to the point of time from 
which the period of validity of the performance 
guarantee given by the Collaborator is coun-
ted. 

The Com~ittee have come a<.:ross 
cases where because cif delays in the supply I 
erection of indigenous equipment ([pCL-PrO-
pane compressor), lack of power supply (FACT-
3rd stage expansion) etc, for which the foreign 
collaborators could not be held responsible, the-
period of guarantee expired before the project 
was ready for commissioning and in such cases 
the performance guarantee lost all relevance 
and as happened in the case of FACT (3rd stage 
expansion) the undertaking had to get the 
equipment rectified on its own. They feel that 
the point of time from which the guarantee 
period should be counted is of primary impor-
tance, the scheme of performance guarantee 
would be illusory if the period is fixed with-
out any relation to reasonable period over 
which the performance _ can be tested. The 
agreement should clearly stipulate that the lia-
bility of the foreign collaborator for proving 
perrormance Shall stand for a mutually agreed 
period which may start from the date when the 
plant is commissioned and not when the plantl 
equipment is despatched or some parts of it are 
i!recf.ed. The period should -be long enough to 
test- the qualitY;' eapacity and endurance of the 
plant; ana -ecir\iifj'llleht-.illi~r __ full pressure and 
'the pLm.t MliherftY -lshoUtdJ; ~ physically operate 
the plant under full· pressare em -a sustained 
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basis for the stipulated period before accepting 
the equipment and releasing moneys on account 
of final payment. 

The performance guarantee should cover 
not only the performance of individual plants 
and machinery, quanti'tylquality of products but 
also the performance of the system as a whok.. 
for a fairy long period depending upon the 
nature of collaboration. 

The Committee alo suggest that. in case 
there is some delay in proving performance after 
the stipulated date due to factors for which the 
collaborator may be responsible, the period of 
guarantee should automatically stand extendBd 
by corresponding period of delays and a provision 
'00 this effect should be made in the agreement 
itself. 

The Committee feel that it should al90 . 
be made categorically clear in the agreement 
that rectification of defect/deficiency in the qua-
lity or capacity of an equipment or plant detec-
ted in performance test and even replacement of 
equipment, if found necessary, would be done at 
the cost of the collaborator and all the additional 
expenditure on stay of foreign experts, freight 
etc., would be borne by the foreign collabor..itor. 

The Committee also feel that the libi .. 
lity of the foreign collaborator should not end 
with proving the performance of the plant 8.lld 
equipment within the guarantee period. Apart 
from performance, the quality of equipment is 
equally important and can.be proved only after 
it runs for a sufficiently long period. They are 
of the opinion that if after the expiry ()f. the 
guarantee period, but within a period to be stipu-
lated thereafter there is a break~own of equip-
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ment due to any manufacturing defect or if it is 
discovered that the material used in the fabrica-
tion or assembly of equipment or plant is below 
specifications, the collaboratt.lr should ,be held 
accoWltable for supplying equipment/plant made 
of such defective material and thus violating the 
terms of agreement. The Committee would like 
Government to examine this aspect in depth and 
explore the possibility of including a suitable 
provision in the agreement in this regard to 
guard against equipment of sub-standard quali~ 
being foisted on the public undertakings. 

Passing on the benefits of improvements 
in the know-how 

The Committee would suggest that it is desi-
rable to include a provision in all collaboration 
agreements that a collaborator would be respon-
sible to pass on the benefits of improvement in 
the know-how effected by them to the Indian 
parties during the currency of the agreement. 

Premature Termination of Agreement 

The Committee feel that it is in interest of 
the undertaking that a clause regarding fore-
closure of the contract in the event of the un-
satisfactory performance by the collaborator may 
be suitably included in the collaboration agree-
ments under specific conditions. The agreemeat 
may also include definite terms of settlement with 
the collaborator in cases of such premature ter-
mination so as to aV'.)id any ambiguity in such an 
important matter. The Committee suggest that 
a standard clause as far as possible in this regard 
may be evolved and suitable guidelines issued to 
the undertakings. 

Liquidated Damages 

The Committee note the diversitv of the 
practices followed by the undertakings in regard 
to the aspects for which provision for recovery 

---------' - -----_.------
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of liquidated damages is made in the a,greements. 
The Committee are also not sure of the compara-
tive effectiveness of the legal implications of each 
one of the methods, namely, compensation, penal-
ty, linking of payments with performance and 
termination of contract etc. and the extent to 
which they have proved useful in actual practice. 
They would like Government to examine the pros 
and cons both from the legal and functional 
angles of the different aspects and the methods 
of provision of recovery of liquidated damages 
and spell out the comparative advantages and dis~ 
advantages in different situations for the guidance 
of the undertakings. 

The Committee also feel that absence of pro-
vision for liquidated damages in the agreements 
is likely to erode the sense of urgncy and lead 
to casualness in approach on the part of the 
foreign C'Jllaborators which might not be in the 
overall interest of the undertakings. The Com-
mittee would like Government to examine whe-
ther it would be desirable that in Government 
to Government agreements a provision for liqui-
dated damages etc. could be included in the 
agreement itself or some other mechanism should 
be provided to ensure that the foreign collabora-
tors do not escape responsibility for delays in the 
discharge of their obligations under the agree-
ments. 

The Committee feel that the question of ftxfng 
a ceiling for liquidated damages cannot be deter-
mined in holation but it should have a relation-
ship to the loss in terms of value to which the 
undertaking may be put to, on account of delays 
in the discharge of the responsibility envisaged 
intheagre~m'eut in regard 'to thesu~plies and 
other aSPects tlike"delay·in comnu~8kming of the 
plant, commencement of production etc. The 
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Committee would like the Government to study 
this matter in depth in the context of the com-
mercial practices obtaining. in India ang abroad 
and suggest specific and enforceable provisions 
in regard to the quantum of liquidate-d dama-
ges for the benefit of the undertakings. The 
Foreign Investment Board and the administra-
tive Ministries should also make sure that the 
suggest~d provisions are actually incorporated in 
the oollaboration agreements before they /'ire 
finalised. 

The Committee also recommend that once the 
amount of liquidated damages is determined, it 
should be recovered from the amQunts payable 
to the collaborators as and when due and may not 
be postponed till the final payments become due 
to the collaborators. 

The Committee have in the courSe of exami-
nation of Public Undertakings found that due to 
the absence of suitable provision for levy of 
penal ty /liquidated damages, the undertakings 
were not able to take action on the collaborators 
for delayed supplies which had resulted in de-
lays in the commissioning of the plants, with 
consequential effects on enforcement of perfor;.. 
mance guarantee clauses. 

From the examination of Public UndertakingS" 
the Committee have found that recovery of liqui-
dated damages arises mostly on account of delay 
in supplies or non-supply of drawing designS" 
equipment etc. delays in: erection commissioning 
of plants and non-aehie~nt of rated level ot 
production .. ··The ,Oommitfiee would like that the 
Unde.rt.akings Administra.tD.ve Ministries should 
keep a careful watch on ,the performance of the 
collaborators in these critical areas with a view 
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to pinpointing responsibilities at the appropriate 
time and take action by way of recovery of liqui-
dated damages and/or penalty as the case may 
be. 

Turn-Key Projects 
The Committee feel that approval of foreign 

collaboration should lay more emphasis in the 
development of indigenous know-how and in their 
opinion turn-key contracts have the disadvantage 
of stiffing such development. The possibility of 
concealing design engineering cost in the price of 
equipment is also not ruled out. The Committee 
are therefore of the view that turn-key contracts 
should not be permitted as a matter of rule and 
exceptions, if at all, sh.Juld be allowed very spar-
ingly only in case of highly sophisticated projects 
for which suitable technical know-how may not 
be available in India or where a large volume of 
production is required within the shortest time 
to meet urgent demands. They need hardly 
stress that, even in such cases provision sho.Juld 
be made in the contracts that Indian engineers 
and consultancy organisations, should be associa-
ted at various stages for doing jobs like detailed 
engineering, procurement services, fabrication of 
equipment, inspection, construction and C':Jmmis-
sioning so that dependence on foreign expertise 
and foreign exchange outgo is minimised. 

The Committee stress that in cases where 
machinery and equipment and technologies are 
imported from different sources, there is impera-
tive need for stricter integrated planning and 
cooardinatkm with a view to obviating any diffi-
culties in commissioning of the plants and putting 
to effective use the installed capacities and achi-
eving maximum results. 

The Committee would also like that Govern-
ment should make an evaluation of the turn-

-------_._---------
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key contracts which had already been executed 
with a view to evolving guidelines in specific 
areas for the future. 

Royalty 

The Committee need hardly p.Jinted out that 
if the royalty is linked to the value of production 
or sale there is every likelihood of the amount of 
royalty increasing as a result of rise in domestic 
prices on account of extraneous reasons. It is, 
therefore, desirable to relate royalty as specified 
amount per unit of production which is deter-
mined having regard to the landed cost of the 
unit (excluding duty, freight, packing, commis-
sion etc. charges) irrespective of the source of 
procurement. This WQuld ensure collaborators 
interest in increasing production while the coun-
try would not have to pay more than what is 
called for in terms of ex-factory price of the unit 
in the international market. 

Indian Taxes on Payments to! collaborators 

7.43 The Committee note that according to the 
to Policy Guidelines issued by the Government 

7.44 while royalty payments for technical collabora-
tion are subject to Indian taxes, lumpsum pay-
ments for import of drawings, documentation etc. 
and other forms of know-how will be subject to 
"applicable Indian taxes." The Committee are 
informed that while there is no difficulty in re-
gard to royalty payments which are subject to 
Indian taxes, difficulties had been experienced 
by the Public Undertakings about the interpre-
tation of the WQrds "applicable Indian Taxes." 

With a view to safeguarding the interests of 
the revenue it has been stated that certain clari-
fication<;; have been issued by the Ministry of Fin-
ance in October, 1975. The Committee need 
hardly point out that the clarifications should 
have been issued many years earlier so that the 

------------- ----------



366 

(1) (2) (3) 
-----------_ .. _---

'76 7.45 

public undertakings, the foreign collaborarors and 
all others concerned' new more precisely the in-
cidenceof taKation and the amount they would 
have to remit on that account.· The Committee 
would like the public undertakings to keep care-
fully in view the guidelines in this regard while 
finalising the foreign collaboration terms to ob-
via~ any scope for misunderstanding on this ac-
count at a later stage. 

The Committee are informed that the question 
whether the words "supject \0 appiicable taxes" 
used for lump sum payments can be concretised 
is under the examination of the Ministry of Fin-
ance. The Committee would urge that the Minis-
try of Finance should take an early decision in 
this matter and Dt.:>tify the same to the public 
undertakings and the administrative Ministries 
so that the undertakings ~re clear about their 
responsibility in this regard and no uncertain 
liability is cast On them. The Committee note 
that many developing countries are not in favour 
of granting full tax exemption to foreign colla-
borators f>.:>r it is obvious that tax on the income 
has to be paid in one country or the other. This 
aspect is also bound to come up at the next UN-
CTAD Conference scheduled to be held in 
Nairobi in May, 1976 to consider the subject of 
Code of Conduct For Transfer of Technology. The 
Committee recommend that Government may 
review the position during the course of the year 
in the light of these developments so as to re-
move all elements of ambiguity and uncertainty. 
The Committee would like . .to be infonned ()f the 
action taken within six months. 

Restrictive Provisions 

8.17 The Committee need hardly stress that there 
to should not be any provision banning the public 

8.19 undertaking from sublicensing the technical 
know-how as any restriction in this regard will 

--------------
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only entail repetitive import of technology and 
accentuate mu!tiplicity of collaboration with 
avoidable outgo of foreign exchange. The Com-
mittee have dealt with this aspect in a separate 
Chapter of this report. 

8.19. The Committee feel that inclusion of 
clauses imposing restrictions on purc.hase of plant 
and equipment, spares, raw materials, compon-
ents etc. from/through the collaborator is an 
indirect compulsion on the entrepreneure to go 
in for compulsory imports of plant and machine-
ry and should not be agreed to in the interest of 
securing them at the most competitive interna-
tional prices. 

Exports 

8.21 The Committee agree that restriction on ex-
ports rs detrimental to national interests and may 

not be albwed unless there are over-riding consi-
derations_ The Committee feei that where the 
foreign collaboration b being sought mainly for 
export purposes, any restriction on exports will 
defeat the very purpose of the foreign collabora--
tP.ln and should not be accepted f'xcept where Ute 
cOWltries to which the restrictions are sought to 
be applied are not the ones for 1.vhich the Indian 
parties intend to cater . 

. The Committee feel that since India has rea-
ched a significant stage in the development of 
manufacturing capability and has in fact become 
exporter of not only sophisticated engineering 
goods but also of technical know-how, Govern-
ment/Public Undertakings should ensure that 
restrictions which come in the way of natural 
growth of export:; to pt.)tential markets Ehould 
be avoided to the maximum extent possible. 

Arbitraticn 

9.18 The Committee find that according to the Gov-
ernment's policy all foreign collahorations soould 
normally be subject to Indian laws and arbitration 

------.--------------
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by organised bodies like International Chamber 
of Commerce can also be provided for in specific 
cases with the approval of Government, in 19 
out of 74 foreign collaboration agreements in pub-
lic Undertakings analysed by the Committee, the 
venue of arbitration has been outside the coun' 
try; in 19 cases, the law applicable for arbitra-
tion is stated to b~ Indian Arbitration A~t and in 
36 cases, the arbitration was to be according to 
International Chamber of Commerce regulations. 
In 5 cases, the arbitration would be according 
to the law of the collab.)rator's country. In case 
of 2 agreements, the disputes are to be settled 
by a court of arbitration to be constituted accord-
ing to the law of a country independent of the 
parties to the agreement. Where the collaboration 
agreement has been the result of Inter-Govern-
mental agreements, the matters are left to be 
settled according to such inter-4Governmental 
agreements. 

The Committee feel that the Indian Arbitra-
tion Act is more definitive and it should norma-
lly be possible to include the provision for arbi-
tration in the collaboration agreements in conror-
mity with the Indian Arbitration Act. However, 
in cases of collaboration agreements for sophis-
ticated technology where the collaborators may 
be few, the arbitration may have t>:> be under the 
rules and regulations of International Chamber 
of Co~merce, if so insisted upon. Even in <;Ul'h 
cases the Committee would like that the venue 
of arbitration should as far as possible be India. 

The Committee recommend that collaboration 
agreements should clearly specify the arbitral 
forum and the law ap~1icable in the case of arbi-
tration so that difficulties do not arise about inter-
pretation of the provisions relating to arbitration 
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in the collaboration agreement. The Committee 
would also like Government to consider the fea-
sibility of making suitable provlslons in the 
agreements by which technological disputes are 
resolved during the subsisten<:e of the agreement 
and the need for legal arbitration or judicial 
settlements which are fairly long drawn out 
processes involving uncertain liabilities are mini-
mised. 

The Committee find that only the Reserve 
. Bank of India have undertaken two comprehen-

Slve surveys about the w0rking of the foreign 
collaboration arrangements in thf' country. While 
these have served a useful purpose in giving an 
overall view, the Committee feel that a detailed 
survey and analysis has to be carried out at the 
national, sectoral and unit level in order to leaI'n 
from the experience of working of the foreign 
collaboration agreements with different conabo-
rators and countries, It would be pertinent in 
this context to recall that in evidence before the 
Committee, it has been emphatically stated by 
the Managing Directors I Chairmen of leading pub-
lic undertakings that technology and know-how 

. received from Soviet Russia and other socialist 
countries has largely fulfilled the objectives and 
that the performance of the units set up has been 
very satisfactory, The Committee note particu-
larly the element of dedication which has been 
ascribed to the Soviets in the matter of transfer 
of technology and in helping the public sector 
units to absorb technology and reach self-reliance. 
The problem of selection of technology and colla-
borators is, however, complex in the case of other 
countries for' in India there is no centralised 
agency or data bank where information may be 
readily available to facilitate the selection of the 
most suited technology and the best collabora-
tors for project. 
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The Committee~ sttt'eSs J. that Goverllm~nt 

should devise . suitable arrangements for evalua-
tion of the foreign .collaboration agreements on 
national, sectoral and unit basis with particular 
reference to the following considerations: 

(i) The extent to which the terms of 
agreements have been fulfilled in letter 
and spirit and, the readiness shown by 
the fgoreign collaborarors to resolve 
unanticipated problems and to adh~ 
to the time. schedule for delivery of 
drawings, designs, euipments etc. 

(ii) Whether the prod!l.lction capacity has 
been developeci as per the prescribed 
time frame upto the installed level and 
whether the warranted performance 
has been sustained over a period. 

(iii) Quality of service after i.nstallation 
with particular reference t.o th .. s!lirit 
of c<H>peration and helpfulness in re-
solving problems' of operation and 
mairltenatlceand sharing knowledge 
about advances in the relevant field 
of technology and know-how which 
would' help the ubit to aitain higher 
producti6n or effikt reductions in cost. 

(iv) Concrete. helP. given in import sub-
stitut~n with pEticular reference to. 
raw materials, .machinery and equip-
·ment. 

(v) Quality and quantity of production 
with reference tp. figures mentioned in 
the project report. 

(vi) Acceptabfiity of the product by the 
users in India. 

:---. ----_._-- ------ --~.-- -- :---------- ._----_._----
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(vii) Potentility i';)r export and the extent 
to which it has been realised. 

(viii) Assistance given in setting up maiJ?i 
tenance schedules and in arranging 
supply of spar~ parts on assured basis 
and at competiiive prices and manaM-
ment of inventories. 

(ix) Setting. up of a management informa-
tion system in the interest of effec_tive 
control over the unit. 

(x) Setting up of the Planning Research 
and. Development Division and the 
ooncrete help given in the absorption 
of technology and know-how and mak .. 
ing it self-reliant, and self-generating. 

The Committee suggest that while institution-
al arrangements may be made for critical study 
and appraisal of foreign coll~bdtation agreem~t:s 
which have already run their course, such moni-
toring should be dt;)n~ in future concurrently So 
as to derive meaningful information and data for 
use while negotiating and finalising foreigD 
agreements. 

The Committee also suggest that the inform~­
tion on the above mentioned points and other re-
lated matters may be suitably br:)Ught on the 
data-bank under DGTD for providing ready te:. 
ference and guidance in the matter of selection: 
of foreign collaborators and technology. The 
Committee attach great importance to the above 
recotnmendatiol'ls and w;)uld like to be informed, 
within six months, of the concr~te measures taken 
by the Government in pursuance thereof. 

----- --.- -- ~ -- ---~---- --.-
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LIST OF ABBREVIAnONS 

Bharat Aluminium Co. Ltd. 

Bharat Electronics Ltd. 

Bharat Earth Movers Ltd. 
B'urat Heavy Electricals Ltd. 
Baarat Heavy Plates & Vessels Ltd. 
Bharat Opthalmic Glass Ltd. 
Bureau of Public Enterprises. 
Bokaro Steel Ltd. 

Council of Scientific & Industrial Research. 

Director General, Technical Development. 

Engineers India Ltd. 

Fertilizers & Chemicals, Travancore Ltd. 

Fertilizer Corporation of India Ltd. 

FACT Engineering & Design Organisation. 

Foreign Investment Board. 

Garden Reach Workshops. 

Hindustan Antibiotics Ltd.jHindustan Aeronautics Ltd. 

Heavy Engineering Corporation. 

Hindustan Machine Tools Ltd. 

Hindustan Photo Film Mfg. Co. Ltd. 

Hindustan Teleprinters Ltd. 

Hindustan Zinc Ltd. 

Indian Drugs & Pharmaceuticals Ltd. 

InStrumentation Ltd. 

Indian Oil Corporation Ltd. 

Indian Petro-Chemicals Ltd. 

Indian Rare Earths Ltd. 

Mip.ing & Allied Machinery Corporation Ltd. 

M:ttalurgical & E:lgineering Consultants (India) Ltd. 

Mlnlp:>lies & Restrictive Trade Practices. 
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NCL • 

NCST. 

NIDC • 

NMDC 

NRDC • 

ONGC. 
SAIL. 

m 
National Chemical Laboratory. 

National Commission on Science & Technology. 

National Industrial Development Corporation Ltd. 

Nltio'1al Mheral Development Corporation. 

National Research Development Corporation. 

Oil & Natural Gas Commission. 

• Steel AuthoritY of India Ltd. 
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