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Strategic technology licensing in a supply chain
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6. Conclusion

In this paper, we considered a simple model of R&D cooperation
in a supply chain. We characterized pricing, investment and cost-
sharing equilibrium strategies in two scenarios, namely, a scenario
where licensing decision can be taken before R&D and market
uncertainties are resolved, and a scenario where this decision can
be postponed to the sales stage where these uncertainties are re-
solved. Our focus is on the strategic licensing decision of the OEM.
The main results can be summarized as follows: (1) When the
market potential, competition intensity, royalty rate and revenue
sharing rate are moderate, there exists a small parameter region
where making the licensing decision in Stage 2 is preferred. But
for most parameter space, it does not matter if the licensing deci-
sion is made in Stage 1 or 2. Besides, there also exist some cases
where the OEM prefers to make the licensing decision in Stage 1.
(2) Large revenue sharing rate or royalty rate spurs the OEM to
license the technology, but a large uncertainty, or competition, or
market potential prevent it from doing it. (3) Technology efficiency
uncertainty promotes technology investment, expected retail mar-
gin and profits for CM and OEM, but exerts a non-monotonic effect
on investment sharing rate. (4) If the licensing option is made in
the second stage, the OEM chooses no licensing if the technology
efficiency is high, otherwise, it chooses licensing. (5) Different
probability distribution of stochastic technology efficiency may re-
sult in different licensing strategies. (6) In most cases, the channel
members have the same preferences in terms of licensing strategy.
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