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Euoìiotnìo Policy Lv^rt'.acMt 

IN ?i'.l\ :':Wiïi;iHîi  -vJGINEKi'.Tilif  INDUSTRY 

The  (*í'f'ci'-'í-.o:: a: id con.':et it ivc .'¿rer^tn of the  Swedish 
engineering  incU.:r:-v'ha.s benefited M!n:ñ~ntiall:,   from the úoisvee 
of spécialiser ' on,  w;i:•? >   it lias   been a-'l;>  tr. r-?aeh 'chcnko  ;c  tha 
sub-contrao" in-; .-y^f-r -^vj oil^r  forms of cc-opciVc ion betK^n 
firms.     Ti io   ;J^î>"C'.'':i'..:"-'--ct;:-r  syrytsrn,.   vihe.i  correctly  oryaui^ed,   leads 
te a better 'ir l "! ' cati-vi of srM\"""tfve ""e:;oir co.> p.  rtecoont  is 
taken cf t;.:.   ^-.tr-iy-' '••»'•'>'*  aù\nnl.-;.cs  of c.ii f^r^ni   firm*,     It.   is a 
situation  a'irr.'lar  ir  ti'.'* one ox'  pin-:na'ihy; deferii r*d  b¿;  Adam 
Smith appl:ec!   In an  hvir.strisi   sector as a whole. 

Definitions 

A fev? points ouy:<t to be mentioned bo clarify the lar.^uage. 
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i  e-;-  ,hnvr, the merits of buy Ins facilities 
When an analysas &no*-• factor win refrain from in- fra» a nub-contractort.o mm contactor  ^-^^^    The co- 

vesting  in His "'f1 ^^^"V'^ub-contrftctur becomes lon&^S•'    t operation octwern ir.un an<•  -;UD OC  V ,     d end prüduct ana 
T^clr combinedjesojjve, ;--;e ^^e'in tneir o«n fields, 
both have the oppo. -v**- * 

Volume^JìLsub^ej^ti^   
.     ,   „v.-^s 01* che L'uediGU engineering indua- An input..,wwt andi,(,,f   ;-n;  ^        production recirou- 

tfy shows that about Pi> per cent o.     ^Jt^.J^/  that   l3 semi- 
li?.» within the  ,cct.r ^^^^^^i^ In 15Ô7 the 
manufactures,   par,.." and  - •.._•••;-•_     .,ndu3tr"   amounted to 
total production ?r ^^^f ir$      ¿    L year    sub-delIyertea 
29,400 »illi2^.^n1^'^T

ra(ì^,
mi1Ì..  .V.    The chare of aub- 

Sver'e^in'totar prod^tion'&as  intasca over the year,. 

in the sa.e year the short-term type of -b-contractin,^^ 
amounted to some ^00 mil      ,,r  (80 m-1.  ..  •  ^ ^ ^ su 
this tyue of subcontract »n::   .0 nurt u   ,u demand for 
to rather strong fUetuat • oy, depend^^^J^ of derived 
end-products.    1.11s  m ru:   .U-w-..-^ bchaviour of the demand 
demand.    We have mue ^-'r; -^i     V.^i &r.:;  slack periods  in 
for short-term r. y -^n,^-;;;-, <-    ^ -       iiv t;,e B:lxties up 
the oneineerirv;   : ^;r J;^,,-;.^; ' Vp  rho Swed^h en-ineorins   :ndu¿-- 
to 1906 the  ifvei^     or,.'VAr:.;  I..; Vojr      Ttu-re *as a considerado 
try increased  ny   -.S  CT C'"   /-.,;;w Tv.¿iction remained sea- 
lack of capacity      ^ i^l^^^/V^ there -an an increase 
tionary compared te  y^yy  ^ tt^-s-i^^ -    '^e utilisation OJ 
in c^o^city \.*hen earlier   mveo^j .1^- _    1C^ ßain in c^p--^.^ ^r-tr-r    aa a who te d:m¿nisned.     J-» -^Y,-*     ovr capacity within   .. ,...... ^„^-contractors for ¿:5b null.  *>.»r, 
contractors oou...... e-.3-.0-w,   ix-»-i . __  , „ „ ,«0,.^«« 
vîhile the  figure lor was   'iOp; mill.   -V* .    This is a decrease 
wnne ixie  i-v-i«*v '"   *:7\f"";0'7'nn,. Vp^  jingle observation ..nal- 
Sti1, &Är -v-í ^-UtrUin^s-ihi; ^-contractor In 
cute3 tu'iv 0.1 J* " «-- 
a role as  shoe.-- c.r;j..;rv* ,' V» 

Sitzes of mala a t i^nbj-c^tr^ç^r^Jj^s 

A couple.of year^o the ^c,13h Aviationof HjtaX- 

•"''    :     , ,..-.   - , ,*--,,-» M-  r"r"h.T><-"'3  oy main Cwiiiraouaa.     **< 
Table 1  snews ^-... ^ -A *-- "-  '^ of the respondent firms 

r ;nore of tneir tota»   invoiceo saleb fr.m sao 
somi-ffi-anufactores,   part, and components,, 

differences between the  various lirm siz- 

he  seen irom uh.e t; 
bought ?3 P^r - — 
contractors, tmz 
There are import?:: 
groups. 

i_   i« ~ -,.,«•*».-' ,if f\«a  Mo less than 
in trtle 8 you ^e Bal.» by ^^^'¿.^¿t or mo» 

of their total ^ai«-   -•* v "" 
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firms.    Here again i 1 54 possible to discern e difference in the 
S-" Sui-ciñ.íaotSrSrñ^  in various oUc sroup,.  I. 

to other engineering fij. ;:.o. 

when YOU out the ix-o  tables together you see that sellers 

main contrae. JJ:=»  •••**••  •• -       <•<--,-   ,.,,-„« >w« .».-.v tvwc of sales 
that sub-contracting aeréeme-ves dinier from «taer typ.- oi 
agreements. 

iHcrovlns th* function:- of gubj^ontiagt?? M***** 

When the r^^ca o^ r.hc ;,ub~contr&ctor systc.« are ola&r ons 
my KiofS liproie"^   fu,.,t:or.i»3.    The main point in of course 
S'A sain and sub<c^,u^ in touch with *^vf^;     ^ 
is hitfily Practical  In i.i, carácter and concern, t• fa*^i^t0 
for prospective employee oi   aus-uontrac^orb  jo J^^,^'^: 
w«th suitable firms ani &.l.=c,   s.  course, facilitas- I or w«   *- 
rnv-,nn,i-or to r.*»eh i-'£  -rocL: 2tiva customers wi i.r. in* OUïU-J.cn contraevo*   oo ¿.„«-ni •-      >*>--^> M1«...,. .,-,7* to *\*t>AO~ 
about wnat he  is îWO to por.o-.    There arc .na..^ ...;« £> ... 1 . 
lißh <-rc-îP contacts,    /n n.inv c-.aes the persia.'. ^s.v^ec,6c. aj- 
ilan  .r.i^c   ,J^;^ ._.,..,..„,.  -^  ^^r abiliti':?  i.o tumply  pro- 

to eîeiir.e the-market afresr. each tima they are ooiuutìerins the 
employment of a sub-contractor. 

Repiatera of sub-contractors 

As far back as 1Ç3V the Heinnf»round l»u*â Jt» "»*,„ 

regster of.^»»^^^'.^^^^S^^««!' 

L'i fcht «•••«-»-• -i o fa  t*r A pn^ .-erinfí industry associations i. 
othar ilordio countries have issued the ^¿f - ^Ihfsame 
The national registers are ^ranged in the oa^ way ana 
type of processing opérations "'%^?•* í" ?¿í££^ Sistri- 
tirs are exchanged bet/een tne national asooclaaoi- aau «* 
buted £0 all member firms. The ai« of tlus ~^* *° "^Sfcîïî. 
ooUrtunUies oí main nnd sub-contractors ir ax?, four «Jn^ri"a 

to^U in touch with each other. The reg.sver has b*«om* a 
valuable tool for firms seek ins ne« supplirò. 
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Sub-contractors1 exchans^ . .,,..,. 

„,„,_ The register of sub-contractors has one fault - it is not 
fí~nL??7 Z        ' ~A  ccrnPany that i? registered as having oapaoity 
?? 1.ÏÎÏÏ,   ypeS °f work misht turn UP t0 be funy b00ked when 
llal^t ïla S J?*»*?* rrom a Purchaser. It was for this and other 
luh  •n*Í»aí th? Mekanförbund found it appropriate to institute a 
to ¡îïïïï S ^ exShanße iîJ the beginning of 1965. The aira was 
ÌLnltìrt   edíum f?r raeR,ber flrrns t0 advertise free capacity or 
ft£n???2n • sub-contractors. It was decided to publish the in- iormation once a month. 

firm *»lhî iïuCeuureJs very simPle« Once a month each member 
th-v ìli  ^JSf1 °S whlcb fchey «an list the types of capacities 
DubïisîL hukî^ £0f* 3lc ^^mation is gathered, edited and 
SntïÎÏÎ ìl  tnVtefcanra*bunH. Whan an advertisement attracts 
forbad to î^inïure8ted PSrch^er or seller contacts the Mekan- 
rorbund to have the name of the firm behind the advertisement. 

reason fSî fSï^îisements are published under code. The main 
thSS SubîiaSf-í" *£* Ì*  is felt that tno flï• wish to have 
reSetSÏ Ì25 2rî0,4. Jï ?Ì8C slveß tne Mekanförbund a chance to register the effect of tho sub-contraotors' exchange. 

work tSt^î^îS* it^?as turned out t0 b® mainly firms seeking 

a new issi .? rîmûnt\are a^ised too late to be able to wait for 

^wí^oon^aSSÍBT bUt haVe t0 ^ dire0t approachea t0 . 

Nordic sub-contractors« exchange 

ciation°?ftltLbMfiS1°
f ,fc?e ldeas doveloped by the Swedish Aaao- 

exchan« fS%«ftaìworlfine Industries in its oub-contractors ' 
This ?fsultld ^uJ.No««i; countries entered into co-operation, 
olnce earlï ?Q¿S th!,N?rdi-c sub-contractors« exchange in effect 
Swedish III   9fr ÏÏ ls 0Perat«d In the same way as the original 
Ms¿c?auSns. Aûvcrti3emen^ **« exchanged between the national 

exchan^?« St^í^ polnt of view th* Nordic sub- contrac tor« • 
the other Llïïl Î8? a one-sld^ affair, that is interest in 
vïSes to Sweden  I•* ?SJ8 ^^^  t0 Mllln« 60ods and aw' Sweden are Dub?i\hfrn ^^f ^sèment s about free capacity in 
are rather SS  5Sdr

in thl other 00^tries resulting enquiries 
cates thleffects oí than ?* îeGS trom  tûblf *>  wnlch Rl8° indi" tne enects of the slack demand in IÇ67. 

seem to^die^^VÌ the.Nordic *ub-*ontractors' exchange 
contractors SÎLÎt^su5;îontractoro are »o«*** « •** the main contractor s plant and offices as is possible. This is oertalnly 
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true about the short-term type of sub-contracting, where materials 
are sent from the main contractor to the sub-contractor for pro- 
cessing. But when the sub-contractor has a specialised know-how 
he is less dependent on the geographical distance to the pur- 
chaser. 

Other aspects of stimulating sub-contractor system 

The Mekanfbrbund has taken a great interest in improving 
the functioning of the sub-contracting system. Various check- 
lists have baen worked out for ths assessment of sub-contractors 
for the formulation of enquiries, etc. 

One important aspect of sub-contracting is how to reduce 
risks of delayed deliveries and other troubles. In all cases the 
advantages of risk distribution mu3t be weighed against optimising 
production runs. The sub-contractor also runs a risk if the 
demand for a main contractor's product is falling abruptly. In 
some cases it may be wise to put all eggs in one basket but it is 
more likely that it is not. 

Studies made by the Mekanforbund has indicated that there 
aro only a very few cases where there exists an undesirable 
dependence. It oan be taken as a rule-of-thumb not to rely on 
less than two sub-contractors for one's supply and not to rely 
on less than two main contractors, preforably in different end- 
product lines, for one's sub-contract work. 
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mm Fiat or PRODUCTION IH THE SWEDISH INDHSTBy 

VátOB ADDED BY PRODUCTION 
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H cía tiono between shert-term oub-c on trae ting *n4 
development of engineering production. 

..-.-_   short-tern oub-contrttcting work 

Total engineering production 

62 6? 64 

Index 1962 • 100 
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Ml ,. «ut.Ua purch..» b, «in c....r.etor. In ,.0P«ti,» V tM> WM «•>- 
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