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A definition of  ih?  role  of lcr,-r.e  industry ñn the pro- 
motion of sub-ec n-rací, h r, .-act  yi ve  .•  ele:-.'  crtlino of the re- 
aponaibiJitiea  <u   tue  r;:,:]l  aub-^oa tract xny burir-era  anú  cf  tho 
.h !V-e  Tim piocha-, + hi   crirr ?¿:;d,   poahaus  t:vcu inore   perilnfently, 
¡r-t   roíate  the natter   Lo ar  eco;ario  contât,   since'the relations 
'••'   biy firma  to aub-cca.1 rao tore aro  unite different  in a liberal 
caa^oay  and   in a centro.¿.:...-d  tcaaur, 

For the  s^o  of  a,, ^hiy,   -it  eoe-s novi fiable  to consider 
L-..0  ".attor under  the   folloaira îuada; 

(a) To recall the   advantuaya of nub-contracting for the two 
partnern  involved - tho bio  fir/a,   on the one hand,   and 
the cab-contractor on "cae  other, 

(b) To  indicate   the  conditionn for the   proper functioning 
of 3u.b--con trac tiny ;,  ]ibsral  economy. 

(c) To ccnaidar  tho diíí>re^   deyreaa   of  intervention  (or 
even in^ner'r.c;^   by a   .buyy  fin.:  in  tho affairs  of 
its  sub-con tractors,   ir:  a  ocntrclieJ   econo an 

1. Review o role  :rid   r.òvn •,cj..~or   of   ¡vab-oontrfr.-tin^ 
AïïUlàl./iA:^ 
Sub-contract my  iv   .iuvtific ;,   hh'o^  the-   ocr-nonic  noint  of 

view,  b¿   the  fact   fir-¡,  certe:in a. .:,',: f.ci.arur: operations  can be 
carried  out more rapidly  mi  aure   oconoiaicalxy  m  reír.lively 
aaaller firrcs  thon  in  the  franc  v,.ciny  the   crdci«:. 

There are,   in fact,   two typoa of  out-contracting: 

- structural Hub—oontractiny,- 

- cyclical r.uh-ccntrnctin,,.;. 

In contrant  to  the  latter iyac,   xhere big firms sub-contract 
only to  enable thorn to  aurmoant a peak period  or,   noie rarely,   to 
overcome  a temporary  inability  tc  produce,   cub-contracting  is 
pvactibCu  on a   a /"»anon '.   b^aiCy   illaaaratin T "*"he diviaion of 
labour between the  orderina firm end  its  aub-eontrnctor:'  in  the 
..-on toxt  of   j^b  ar,eciali-a1aori.     It   the refe re   cr-rriisprra;;.   at  any 
a i van moment,   to aoar? aeyr-o  of  iaUyrati-n  cr  production  in  the 
'V'5 erian   firm. 

Cyclical sub-ccnt-aatiny i a-     astified  v:her. a firm finds 
its  production liner  tcnyorarily ar.ar'ïted   (er out of action)   but 
.a nevertheless  anxious  to meat r.ha demand,   either HO as not to 
lose  potential business  or to fulfil contractual obligations. 
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Structural sub-contracting, on the other bond, appends 
a priori to be a loss obvioui necessity.  Various ailments rire 
generally put forward to justify it, e.g.: 

(i) In general, the existence ana expansion of small ana 
medium-sized businesses is essential feu- ,••. country wishing to beep 
its econoro.y on a liberal and competitive basis;  a certain suister' 
of Bins 11 businesses "f.; y with fr.ac, boecsie Iar;;e iirurs providing 
increased compétition for the oth~r larye s-id lonjee  us tjblis.;hcu' 
concerns,  'j-.is is the principle upheld'-.:: particela.' by the 
United State-, ivhicli has even sat up a lir¿  agency libe the 
S.B.A. (SLiaii Business Ad rain i s tra xión) , for the cnco-u's.'-fMneut 0± 
email and med iuu»~ sinodi firme-. 

(ii) In a more immédiat*: r .-.irtcxt, the edvautaaes of sub- 
contracting derive iron the folJ. zing factors: 

*" KG^ia^CiTient 

To avoid the noed for largo firms to increase their Bize 
even further, in an much as management becomes in- 
creasingly top-heavy ,?nd costly cs a burint-ss ^revs. 

"" Specialisation 

A large firm cannot master al 3 techniques, ard must 
therefore relinquish the v/siuf net-are of eerie i a 
specialised components to outside fims, 

" Critical nfjhg 

Apart from the need for speo ialina lion, there is a 
phenomenon of "critical marta''»  For specialised operation 
requiring a iii^h critical mai?s (whether in nraaufaotur:-. 
or in research), a sub-contractor specialised in a 
particular nonufactaring vroccss will he able, b.v v/oi-kinp 
for Deverai big enterprises at the ~;>rT .;• tir".-;, to stis in 
a larger-scale pro«'! act ion ?n it:; specie 1 ity tn^r e^ch 
ordering firm would be able to do on jtr cr.vn. 

The three factors liete"1 above tend to lo;.ver ranafr.c turine 
costs and raise tae quality of products.  There its oue farther 
point worth mentioning, which relates neither to product quality 
nor to product to-., costs, huí, has xo  so wi tn s. Doxtie-necK aris'j.n-; 
within the ordering firm namely, the restriction of investment 
possibilities. 

"" ''Invogt:aenl;i bottle-neck 

A large enterprise has constant"1., to meet increasing 
demando for funds to finance ito own ^rov-th.  It should 
normally have disceveraci enough. opportunities ror 
investment in fields v.here it is irreplaceable zo he 
only too heppy %nat in certain spheres v/bore _; r;e 
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intervention i «3 not reali! y v;ni-x»antod,   others  invest in 
its  plue,    Tai'ò  ir. a. inattor of ine  "natural"   division ' 
of labour bet-.ve en the  lor/fe ani the  inaili   entorpriso, 
in which  inc. letter  can  t^ecrtially iiad   a   place in all 
í3.pboi-c¡; v:}ìtr>,  it  encountera no  problems  ci  critical 

Havina;   j...ut   fera;. 
contract, in.;,   wo  r.uat ao .        _     .__ 
limita  ila   necou-ae   to cub-contra- l:a¿j¡   it duca  so for  the 
following renaonr * 

he   arayaaeate  iti favoar of sub- 
leiri   O'U-  'dea., v/iifcn a lar^e  enterprise 

2. 

When p. laa-e  enta-j ara a e  finia  itself  in p.  slowly expanding 
rnarlret wb?ae  :nve,.e.. vaa  o^íariainia :;ey are   consequently 
lUritad  and profit   aar,;ir a-  ra,'-,lil k   it   tends  to   take back 
into  its  ov.a ¡mua  the :iianu:i ac ^u.ren  atu;ianad  TO  sub- 
eontracajar,   ac  aa   tc   inarcaci;  its <nvn level  of activity. 

The  need  for- ''aocurity"  of supplica  io  the  orenarient most 
commonly  put foraard   to  juslify a tendency noi;   to üB-. 
sub-concrac triar,   particularly when  the difficulty iü 
euhaj.of-u   ••;,•' lana die tanaca  belwsen the locati on y 
involved. 

- Depondonco 

Just  ae ;.-  email business  tidies to secure o  -.vide range of 
cvstoa-arg,  KO a lcra;ñ concern hue,  for obvious   reasons, 
to  try  to ^ai-itain  ita  .nelepTadoace and  take  care that 
none  of  itn capati era  or  aab-eontiectcra  required too 
proiTiinoni _a poriti.cn.     acooaeinady f   a  lu a¿-G  concern is 
often obLie/a-   ¡e,   .-oc/,   in  it;:  c'/.a. hi'Uido  certain  manufac- 
tures  which a nia.,la   economic  e:bLau:tion  would,  surest 
should  bo  Getanen  »nzivoiy  to cu-unide Jinna. 

Conditions fvc  ihr.  raroper fnncti.on'.iu\_of au.b~conaraetin# 
in a   Libera J   ecba"üv *~        ~~ ~~     *"~   ~" 

Having bripfly  recalled   tac  role and  advantages   of sub-     • 
contre e ti;..--,   wc   r\-..ii   ••y   \iC>rc   aa   indicate  tae  lucaerirv   conditions 
for the  proper  '"aaain.i(: of  aub-^ar: cUnr'  in a   lioaral economy. 

AB we   ota   .t,   there   conditions  are ac  follows; 

— A cliaa'a-   of ceñuda oc   confidence between  'the  ordering 
firn ano   Mie sub-contractor.    ïhis condition is  essential, 
oinae ao  c on Uè etani!,   abl "./.ations era  davo   as  positive an 
effe;:-:   an  r  real at.r.jt.;phei a  of  au?;, 
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- Scrupulous integrity in business relations. 

This condition folders  fren the previous one,  but  is 
worth stating explicitly   beasuae sub-contracts s- cannot 
fulfil   its  rolo  if  this   conditio:;  io nei;  fulflúñd. 
Smaller  enterp:.-;.airs.  rire I   bo  pexpets-lly  se-o-uious  in 
matters   of pros'.•/;i ion   api.:,'j..L t;y ;  d'.-sli >asry date.;   ( "capee tbu- 
commiavants)   or prices;     v.hiïé  the  crderira   fir;:] rust 
suppress  navy   tendon...;/   to   hoaiiiate  or coorce, 

The  ordo rim; fir-,  should  nut  merely  confine   itself  to 
•uhe  strict  obaervausa  oh   it«3  coiamtasnits but  should   «'now 
understand in¿; for iba nian^c-iucnt probiens  of the sub- 
contrae to <•• 

- Good management  in  ine   ordering fir::;, 

Sub-cüriiractaine, can only te practiced on a lasting basin 
to the satisfaction ci both parties if the ordering firm 
has a high standard   of ¡nanacement* 

If the biß  firr.'   is ran well r 

- Relations between if. am:   Iba  sub-contractor can  be 
cstabUsht '   on u re^'.aisfJ   s^sis  (i.e.   the ùrûcr.;i\? fin.» 
is  thufj   nv:ac   oí   \;hv.   aeascas  why  it  if;  era ole y in y sub- 
contractors  us  il:-  •d'.ci.'-.ic.n can be barred  en  Gbiective 
data). 

-The  sab-contractor  a. a   <-aa hi- businorj  off i «iently,   on 
tno basis  of plahniuu ahead. 

If the  ordering finn  in  baal.y  run,   it v/ill  inevitably 
involve ite  sub--e on tractors   in   its   .inefficiency,   and  relations 
between the  two  parties ore  bound   -i.o deteriorate   (difficulties 
in observing pricey  or   try. in.y to  a.eet  iupossibl-s delivery datée by 
the ordering fir.,,   desliar   jai   juf.iit.y  consequent  on neetin^ euch 
extraordinary resuircr.vS'ta, e le. } . 

To sum up,   then,   inters^ ty,   a   ihorosyh understanding of 
each other's  inte/ cats  ani  r;oos   laaa; ycn.enl  ore the  assestisi 
conditions for the proper fune ti on Ina of sub-contracting. 

If theae  conditions  are  not fulfill P.O. t   the  position  of  sub- 
contractor vviJl be uatonaale  for  the   .aali business  ana   at -.vili be 
the  bi£ firm which  aid!  suffer  m   the   ions; term;     instead   of   oss:uy- 
its development  or -J  rxci,   soma   ir'-uatrial  structure,   a L.r^e 
firm surrounded  by ccelirana  businesses,  vaili  have to undertake at:! 
sorts  of seconda?yy   tasas which vili absorb  its financial  resources 
and ovorloao   its  management. 
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"i* .YíHAl1¿VAL!:L9&r^^^ larar firmo  in t.ho 
niîivi'î penoîrf   of  -'oda-oco ¡ '••. •; vom   :aa  ô^voa OV::LM '" now:') its 

In  a 'i evo.1 opa1   ccui" ;•» ;,   -ani  o. 1 t oorol   er^vi^.h',   ordering 
fina,   arc*    oub-oou ina .of Or:     ;. ir   ¡ t;f f i .' •' 'j . I J..;   aui.s:, ";'is   to   onourc   thut. 
vociavano:-   of   Lrr:  nbrvv;   <. oru, ;. : .• cu.;  a.aw.o  uj J.1  ] t • '    to   the  naiooth 
f ..Uivtiorinf of   nub-ooi tna.oaou . 

On  flv   oloor 'o-vd.   fv   vu:  uovaVi.opin; count -'.ev >   the   oitun- 
•••"'•''     pof....u i.-' -hi   r.-u'.v-c'ftntr'ic:^' >"5  M j-'-   vory  few 
val'   foov.a V. •/  faci   i ; • J t - v.-;c:¡-';.'..'.,-.rv   technical 

- J on.   v;  (luiv   d ?. ;i' • e *'•'••• •".' • 
v¡j<i    i'ÌKìOV    Which   VO    :   \.i.T'l"    : "', 
or nanoue:.a .-.1   ¡arna--v;a.     v 
OU.ubor   Of"    ,,->'.,0;i h l';I    OU.b--0-.'" 

i.O     ;UJ IV.VC    'I ta i   wuile  tbe 
c vno- io..;:;:.,   u.i:Vo Ltr-   ^ioally 

i w.   oroer:u':y  j'.'.r.-!.'-r   . 
hy'hfy  riniv   o: o  .• ov 

h   OOi'OC   "• ¡IO   pV;VÌÌUìU   ol    v,f —<.; ;n ¡u oeioi 
ran P'   e1-   uri urn-.au- ,i  b-ojuooo. 

Ac o o rd i ¡ ¿yl y ?   fooofo.r re,   ',r¡  dcvo'l orino   coo;- í r :.PS   oub- 
coiiii octi>v,   i.;-. ¡io;   aore  ::'Jvouvuvpeouñ  tur.-..i  fnveyava ion   Cor .lo.ry« 
firiua,   it   OOOO:ûC:-:  ü^rc^u^'   to  a,h:   tlie.n   to  pioy f.r- o.  whilo,   a 
role which,  in not no tv r;. .i ly  thriro   ;¡n r   COLUOC 'h.iivo  ocononf,     ïhe 
l:iro,o  firoa; wilfs   oj   oc uose,   bene-f t fror.ì the ir offerto,   but only 
in  ti:e  very   ]i..;¿¿ fi-•• a. 

l'i1 e. ¿va   fvinv   aoee   :.;••   la.u:   onv-conb ì ao 1 in. ;,   imacvd   of 
! mellita lia •   ano  dev>_ lofuoof  o-    ila.'  bir  fir.a.o,   ''ili  fon  a  time 
owe   the  cpoor-ìito  oi:f f-ot ,   ' iu-u.  .a ir: Un-v.:   of aunu,iuv.   >a-rtain 
i'.rav.;fac: i.i?j'in;; pr;ec;   va;   or.  .. •  .  reni roofoian   a hip .'.hrr-, wL31»   or? 
tho  conto nry,   h-vu:   to  rrv a.   '"••   oiaoil  fi^-aa     :i •  for  aiv.ii iv!-. i on 
• '•'>••'•'•'>:    :1

í"   .   '.K-L'aa:   .•.••• an ' U'-"'   a    .•!   t *a.niiri.ori  C:-' calorannt  alici 
.•J  nh'o I i v.-, a   , a ij   ::a¡.>'.   lua ,    ¡.i..:  2 s .vj.lt.:   ¿ i L a " > 'a>   .'-a-vj   aca^iri'ly not 
va  j,ood  -is:   lac,-,   wov'!,ï   b.:;   Jn   :ia   ver i ;,Jr _,..-.   f.f  r.jio  a¡;-  / . >'•->.      L-istlv 
luje   l'iiv   .o>a:iiaa v/\.l i.  ruj:   veo,;   ."a'C.a   vania;  <¡.r;   to   tía.'   :.•!;..] ;'v  of 
}vrouacti'Hif   v;'Tichy   o""  t;¡ú   'i/irot.-  co^^iù^aitiva  of  ovati '.^v   paies 
unci J olivo/-v   tiuio,   :a'. ^oixcavia,   :h¿ -io rvj^vi.nin., .'ìav;,or for 
dvoldinr;  to   a nnai'oa  a partñ culo v rraonoviciuoo   i:c  no  oatnide 
o Gì io ora. 

Tliuv,   to urge bia; i irao   in  tao uo /oloi'ina countiioy  to help 
in oxpanòin,; oub--coatrHot^.;.v  ;:;  tarr; vannait   to  oo!:in;; ta or:   to  act 
for  a while   vaainot   -oh e i a  own  iîùtvasjï:»   -  onkia^; their,   in fact  to 
¡nako  an  inirvotruc r.a::al  in-,a;ti;.on':,„     .in  our   ,icv.v   "¡io  oorb  of 
.Lnvontrnc-rt   onould   cnasentvaLly   !,o  ino   roí'consilulii.,v   of   ahe  public 
Autlioritior?,   which   oav  of  laa-BO niah;    uno   of   lio  b;o; i i :ao   (payinp; 
th.o'i: ouitnoiv)   oo  an  mo laaa;ono  of  induai,aiol opvoj.op-r.on !.  pulita.'' 

An   ! !   is   thus  a aotfor-  of  th(-  division of  roopoa^otbility 
between  tiio  finau  oui   Ini-ye   infuno try   in   ost;ibli:jhi:'(-f an   training 
tun-ill  and   vo.d i aa-:: i.:-,oà  ba.raiv.foo . o ;   clwre  coco not  'oun-aio  to  be  &ny 
obvioao  rani   novaan, faao.i',;  ; ua   bo : •.--.• o on vi^.l   nhould   he   tho 
vooponoibiÜLf   of   '.ho  pub.1. ; o  /.•• f .ori !:iov   and  »vh,-.-;.   ühou'U''   bo  loft 
to   the laipvo  onterprioou.     This Oion^rkation of ro,-j'cnvi bilities  is 
ovon leso  clear if the  big husmeoo  no  itsoif ntoto-ewnod. 
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The essential aspects whom intervention would be appro- 
piate aro the following: 

(a) General train lai; •'*•'?  the entreurenear and, in parti- 
cular, training ir. bu\.ieoss inarapement. 

(b) Pironeial c• i:1 far ernii p^cnt of the nub-orntractors 
(problem of ieveot'ianh i'inaroiry,). 

(e) Filoncini aid towards operating casts, 

(d) Know-how* 

(e) TG clinic ul assistance. 

The State et-iì, of C'iuiT,f;, act either directly« or through 
the larßc enterprises,  particularly those in v.'hich it has a 
capital holding.  Hoa-trvor, it seews expedient to keep their roles 
separate onci, for the caire of cl?r:. by,' tc Have each full dio- 
cretion in its ovm particular field, the State bearing the cocí, 
of the action which it wonts the .Urge fir-rs to enn') out in the 
small ones(l). 

The responsibility for trurainr; the «ih.eun'neur ¡and 
improving his knowledge o:1:  ,,an:;;'t:; .or [,teobn.ique.s shnuia normally 
be assumed directly by the ;;tato.  The firms i .Len.sel ves can cer- 
tainly help ir tina by oviOKUi'v.yiny; ¡-heir r. i,."^t to I •:!'•< e advantage 
of the instruction offered, 

Pineaoial assi s+a -ice i'oor:; f^r equipment end operating 
expenses) repaid lvievose be bo-no by the punito üuthreiiren and 
may be administered torooyh the '¡a a xuui of apee i al ir-o.4 nyencies; 
here the range of feasible policier- i.e. very wide, but. it ir. not 
the purpure op this paree to dwell on ¡'-In- variouo lii.es of action 
open. 

On  the other hand, in nil matters involvina know-hew and 
production problema, responsibility 1er action :nay end should be 
assumed by the larp;e enterprises, .-rich ere < nd if portable Ja ttna: 
respect.  The techniques fov trans! errine; !'-io',/~i^

,.v are well law»1 

(licensing contrae os for tartareo);  m particular, they include 
a training perioo in the loape fiffi for the trenrforeo and iceh- 
nical assistance to the snisll i'ir\i\  acquiring such know-how. 

In conclusi on 5 wo should libo to ¡n?d:e it clear thax wj.th 
the market situation obtainJny a; the devolopiny eouutries, it 
would seem quite impossible for soS-oontr;/etors to become inde- 
pendent for a i^ny time to cume;  fox- the::' to do so weeld pre- 
suppose- condition.:;; whico cenrot be fulfilled: 

(1) The State will eveniuolly recover its initial "outlay1"' through 
the taxes levied en the entercrises* 
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o*, wñiñm îï   S7/  a.relüi;-v«í1^ "O'tonjic" market,   enabling a small 
•orfoí  ^Sì«?    ]iT•a• t0.^t  * w*^ range of clients?    This 

runbr^ V   •   ' C?"T"-^   1TnPlifc~  the  existent  of a fairly large number o.-.   cor.pci'Jiii  nloea.ny oraojaa 

, •; Scandi;/,  a h^/i .uaol  01   ^chriieat skill  in the nmaU 
ana  rccUum-r^co   HiK  cui-.iO:;:-^  th<rr,   to acaaolalate  with an ordering 
j_rin on. a not   too  uae>>aai   ioolma. " 

AíJ  a result '':1    Un ver,/   Im,;;o  majority  of  cpr.ee:,   in 
•^volopin;: countr.it!--,   lb-  : ub-i^, ¡ aacac-in,; fin-:- will  in   fact 
v-,üñuly approxinain  1.0  a arce;,, r:, .,ií„ir.   ^Gi.oacp af a bi£ finn. 

rhe  aesiGtancc  to bo  Civen   U>  small arid  modiur,-aizod suV- 
îcntrac^n/:  i. :UT¡:<   a>  v.vil  known   (iva.uiir^ oí" .,AUr yr-, a,   transfers 
•i    tochnoloyy     financing   aa^.aaia..,   linone,a£:   aiac'aa   ü,c.)¡ 
MC'  uñaron  ni   rer;.poraability   bolaceen  ilo  í/.t.-.tc  a.a!   Dio  lyiv/e 
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