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.. becenber 1163 ULIDO conducted a questionnalre oirvey on sub-
contractin: in 42 selected develciras countries,  The qued'ionnalre was
desigmed to elicnt iuf rmatia froo devel gl cowitrien havi o exper-
ience in . .teantract iy ohavic s b ereraary o=t gl te s U jevel =
oping 1t. locluaded 1t * e ento irare vorves wWeie ! cartries in Afriva

N 1]

10 1n Asia, "4 1ocatin aeraon Al o L toe addie oact et Ourope,

ER) . . PO . - . v - ~ *
For the purposes of 1w Lo o : , Facontractiny was lelined as

an arraggenent .ade btetwee: a ritary coapany (oostractor) and small-scale

secondary companies { s . beontractor b Yo, L

AY

(a) the suppiy of part, cooponents woL asse wlier that are in-
corporated 11 a predact soid by the pramary coospany, betdh compahles

being involved 1. asan.tncturi.y, oo

\
(b) the processing of asterials or parts that are retirned to tae

primary compaly or
(¢) work on a lvag=tern basis, 1acluding long=term jebbiag.

The purchasin: of .2neral sue.t 1tems mad sarts and of services was

beyond the scupe I the 1noarv,

The ruestionnaire Wi divided irto thoee parta.  rart | oww designed
to obtain answers to guesti ns recardiog tae sxcoten o of soboontracting i
tha country, tie cdugiries nvolved, an Ladication of woverameital agsistance,
or the prevence of factorc militatiyr atnlas?t subeontractine. Prrt | owas
answered by tue Lnited lloue expert o oltficias o the resvective country
(erther the ! 'IDO soal.-oo ' Lad.zvro expert or, whar: cone exioted; mther

WRIIDO field experts) after conscltaticn with offrciale 1n the approvriate

government depurtinents dealing with tndustry. If satcontracting was fouud

j/ The definition used for the Ixpert Groap leeting 1o comewhat lifferent:
"Subcontracting 1s a contractual arraicement between a priuary company
(contractor) and a secondery compuny {subcontract ) for:

(a) the supply, by the sibcontractor, on order fros the prinary compahy,
of part., components, cub-acsemtlies und assecblies Vet are tius incor-
porated 1n a proauct sold by the primas, compony, Leth comprriaes belng
involved 1 aanutacturing,

(b) the processing of aaterials for tie orinury copaly = whether the
materials are provided by 1t or not - aid tae procensligl o7 finishineg of
parts provided by, and returned tc, the primary coapany . ‘ID/K}.41/2
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¢ wy1st 1n the country, tien replioi to Cart. 11 and 11D were shtained, §
A pever possible.  Part 11 was desimmed o obtzan intormat oo reflecting ;
e brontracting experience of toe oriaury conpaiies (s-untractors) while %
(v piestioms 1 bart 11D were f .rm.iated v reveald the comparable subm- ;
;

ciractitgs experionce ot tae o cocontract T ;

!

e repliues b tre paestionaalne o Wery pecoived ty 1bo headquarters T

v daen s fron debpaary throgt e The regponge rate surpassed all

exteotatyonag., Of the Ae fovcloorng conootrian b which rmestlonnalres wWeroe
cart, replies were peceivat fron 24 yartries. representins reoponse rate
{51 per cent, an excestionaloy H1;"R roiv.  Huprlles Wers received additionally

From two angobioited fevel oang contries, thas ncreaoins tne total number

+ e

St pespondent countries Looat

All 26 reoepndent countries .t tted repliee to Part T oaf the rquestion—

naire. o total of 14 countries eu plict replics to Parts 11 end 111 from
Lo contractors and HE. guboantraetors, respect.vely,  Theoc gnterprises were

vvolveld o anbcortracting vperation. overing ooorocd range of indugtries,
assassins tie soteontractigg

7

thos oroviding NTDO wetho o apport diity tor
13 ¥ N

c eoantraes fpomooocultiple odustry Viewn ant.

]

oxierioncs of ievel opite

Gocause o f the relativels bar v veber ot estoons el oded g Lhe

peestionnaire = Yoo cart b, o Part byl 11 1 Cart 110 - wnd the
[ wct that several aestions © vrtoined o wvoaore ~component parts, an
widit o to other rolevant peforantl o chanrtred st re: pondent countries

il enterprises, o concdderaboe o Poe ot cperastention, aanalies and pre-
contatcon of statigtical data doevaloped,

Woequald  Laportonce Lo tae proscontaton of tae mnterilal was tiae position

on the part of WIDC o trest ann contident.ai manner il infermation con=

carning the dentibPreatioos of contract s, Jub=contractars, rovernnental
lepartments, names of 1ndividanlts eto, Submtted o oreciy v this question=-

naare.  In o this roepart, nw anah ae pustible of the yprrinal lamsruage used
| ' } ; sA B

by both contractors and subcontractors uoe beet aaintalned wherever comments

are i1ndicataed.
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The mode of procedure of this roport e Lo present il ysag o

the replics received on a quesiion by gaestion boeis seqentially throughout
the questicnnaire. ‘Tae repori prescuts re analytical sammary of the
questionnalre findings, including concluvions o those arcus where they are

justified.

Part 1 - Government Department coal ong wita ladastry

The 10 major questions 1u et 1 (4 ot B) aore designed to ascertaln
the prevalcnce of subcontractii- in the rospective develonilag countrica.
Part ! was dividaed iito "a. Donestic suoconrvacting -wd "4 Internytional
subcontracting". Replics to thcee sections of the questilonnalee were pro-

vided directly, or indareetly throwh the fnited o tions cxpert, oy an

appropriate government acpartneat lealine wits indesgtry,

A. Domestic subcontracting

1. question: "lues sabeontyracting :xiot ouno the country.  Yes or do."
Angwer: Of the 20 countrigs responding, 1+ state thet domestic

subcontracti.w dovs cvxiot while /7 indicate that 11 does not.

. ’ Argenting LeX100 Honduras
brazil Lorecco lvory Coast
Chile Nicaragu:. Kenya
China Sinfapore Llberia
Colombia Thailand Tadagascar
Dominican Hepublic Tunlsin Tancania
El Salvador Turkey Ugarda

. Indoncsia tnited Araw Rop,

Irag dambia

lalaysina
1.(b)ggeﬂtion: "If yus, n whlch 1ndustries?”

Answer: The industries involved o luacstie subcontracting are
ranked velow, bty wmboer {(n parenthesis) of countries
responding. The rospousce shows tord 1n thoge countries
where subcontracting cxists, 1t s usaally practisoed in

morc than e industry,
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2. Qgestion:

Angwer:

textiles (10)

automobile narts (&)

metalworkin,: and machincry (8)

televioion and other clectronic products (6)
electrical applimices, 1acluding refrigerators (6)
antobikes, cyelon eid motoroycles (6)

furniture and woodworiiing products ()

food |rousration (o)

basic chentcals ad potrochealeals (5)
leather nrod ote (3,
plastic products (3)
trucke, ractors and oes (3)
constriction ad bullding fittings (3)
foundry product. (2)

lumbicr products (2)

copmcticn (2)

tircy and rubber oroducts (2)
clectrical machiaery (2)
pharanceutical products (2)
shipbuildins (2)

agricultural cquipment (2)

couplings (2)

toys (1)

sewing machines (1)

footwear (1)
orinting (1)
engincering (1
diesel motors (1
antmal feeds (1)
cement (1)
confectionery (1)

)
(1)
1

"If the answer to the cbove question 1s no (referring to

“the existence of subcontracting ), please ascertain which

of the following reasons would apply: (morc than onc could

apply)"

Six specific replics, pius an "other" catcgory that per-
mitted inclusion of any additional reply, were offered as
possible responses to this question, The results for the

7 countricc are s tollows:

No. of
Reasons Why oubcontracting; docs ot Lxist Countrios
Insufficient industrialization exists to
enable development of suocontraciing. 1

There 1s as lesefficient number of large
factorivcs in industrics lendiug themsclves
to subcontrrcting relationships. 1




3. Question:

Answer:

3.(a) Question:

Answer:

.
N‘i). \‘1"
\04T v v e e oy ; - N 1
Reasons thy Subcontracting does not .xigt Countries
cont.)
The small-scale wndustry sceter s at present
insufficienily developed, soccialized or
efficient to particivate in vubecontracting. 3
There 1s an absence of sovirnaontal neasurers
to promote sobcontractine, 3
While there exicl o sifficient nuwsver of
large and smaii r1adustrics, tacre 1s 1n-
adequate co—operntion witiin tae private
sector. 1
(Other) - The caallnese of the domestic
market and the varicty of nodels and makos
of automobiles ure liaitin,s factors. 1

"If the answer tv question 1 15 yes (referring to the
existence ¢f subcontracting), please provide answers
to the following:

(a) Does thic Government provide special incentives for

the premotion of subcontracting?"
Of the 1, developing countries i which domestic sub-

contracting cxiste, the governments of & countries provide

special incentives wailce 11 countries do not.

Providing Not Providing
Special Incentives Special Incentives

Chile Morocco Argentina Iraq

China Tunisia Brazil Mexico

Dominican Republic Turkey Colombia iicaragua

Malaysia United Arab El Salvador Singapore

Renublic Indonesia Thailand

Zanbia

"If yes, what kind?"

Five specific replics plus an "other" category were offered
ag possible rceponses to this question. The results show

that the 8 countries provide the following assistance:
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3.(v) Question:

Answer:

4. ggestion:

Answer:

Special Incentives Mo. of
Provided by Government Cguntries
Managemer ! assictance ¢
Techilca! arsictance 9
Lraining 5
Pinancial assistance 4
(Other) Help rubcontracting arrangemente e
(Other) Protection against imports 2
Taxatior i .rentives 1
(Other) Promotion of suucontracting th.rough

mulliyle apsistaice MeAasures 1
(Other) sneouragemen ! ot i.ternational

subcoi. tracting 1
(Other) "regrapee of 1udus.orial 1

srtonsion Services

tAre there legisulative or other governmential measures to
rerulate, investiate, and sontrol subcentracting practice?
Yes or ile"

Pifteen of the 1) countries with acmestic subcontracting
replied to this question. Only 3 countries responded in the

affirmative — Chile, Malaysia and the United Arab republic.

"Please evaluate ihe experience rined £ far. .xpress your
views on developments lixely to take place in the tuture and
suggest further measures which might need to be taken by the
government."

ihe follewing remarks are a synopsis of the main views express—

ed by the ) respondents to this quzstionss




(1) A very small Anian country =tates tha! becaase ot ti

LIRS
small industirial vase maiy subceiractores de  ~t GAVe A

steady flew of orders T seme plate ther e 14 e ARSI Vo b LA

while 10 others there 10 rish wort Tome ceutrociors prefer
to do fheir cwn roe wWhen feasiade . T he Oeve pno e b ove:

in t'ree ent ;i col 1 onet del s e ChHlng e particular
to encourage or discouran wLbeOntractii, ag such . Tpon
request, the Jovernment will nelp aaduoctrier e ocontwt pres-
specltive sulcor‘ractors ne o of the yovertoental g 1t e
ready to render teciiaenl advics Wt Ditercadicenar crading

Company newly iermed ailnly nth Covernment capital wi!

help internaticnal subcontractii - in the near future

(2) A large Seutheast Asiy ~ourtry ta’ o that would-be
contractors complals tha' 'lLere i1t 4 dearth of oxpertise
on the part of subecontractors and thie idiivite the mub=
contracting they would otherwine liingly do. Gue large
irternational can-maker [ciare to ~rder tie aaking of stamping
dies lesl 1t grve rise o ropyroys, he baw apalnet isdasirial

plagiarism being only partly otfective.

Inquiries tend tn preveal that there 10 little real dictinction
in the countrv betwe 1 domestic subcontractiing and interi=
ational subcontracting. In the few caces 1n which 1iteri-
ational subcontracting appears to be done, 1t 18 carried out
through one c¢r another of he large forei,». firme with braiches
here, the branch itself largely acting as a de facte contrac.or

rather than merely as an agent.
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(3)

In general, contractors cubcontract c:ily minor items and even
this is sometimes under ‘durese’ from the fovernment Develop-—
ment agency  there i, howevery cdme voluntary subcontracting
and even whoere fipmi irn an nduniry were coerced into sub-—
contracti.. , there =r: couciderauvle differencer in the 1itlems-
subcontract d  Apart from durece, the chief motivatio: 1S,

£ course, to avoid the additional capitalization of the
contractor's own facilitics for cquipment which sould be under—
employed. In fome cuses,y but by me meaur in all, cosis were
found te be louer when suucontiractin: was undertaken.
Disadvantages 10 subco..racting arice largely from shoddy
and/or delayed deliver: lowever, these are not overly serious

and certainyy not insuperable.

Contractors give very little assistance 0 subconiractors,
either technically or finaucially. Assistance i< larpely
limited to providing drawings and ~pecilications and the sub=
sequent vings ol reasons why nroducts are rejected. Rarely
are progrecs payments nade 1wid even when they are, payments
are well behind value of work Jdelivered  There 1s little
positive action taker to improve the ctandard of subcontracting

either by tlLc Covernmenl or hy contractors.

A large Asian country indicates that it is in a low stage of
development with an i.sufficie. 1 number of large factories but
with many small-scale industries. A very low level of co-
operation Letween industrial tirme exisis,especially between
the state—owned enterprises and tne asmall firms in the private

sector. . here are no Covernacnt measures to promoie sub—




contracting. The sales tax (turncver tax) en seme raw

materials and on intermediate products werks againgl the
develcpment of subcentracting. Vet, Keeping in mind the
many small-scale industrics and the faster develepment of
medium-sized and large-scale industriec within a competitive
environment, i1 is arcumed that wubeontracting will inerease
in the future. . he Covernment sheuld aberlish the sales tax
on intermediate gcods and taxe some organizaticral and legal

measures Lr promote ruocontracting,

(4) An Asian ccuriry in a more advancal state of development points
out that without specific l=_ielation the Covernment is en-—
couraging the use of subceniracting ihrough its “satellite
industry” systen.  his pregramme encourages the clustering
of contractors and suberntracters ir specific areas tc take
advantage of available lavour markets and or scurces of raw
materials. .he Government relders assictance tc small firms
by way of diagnostic surveys, low-cost leans and free mana-—

gement advisor services.

Contractors favour subcontracting to gain capacity, special-

ized preoduction technology and lcwer costs. they state that
they offer asvistance in the frrm nrcounselling and training

in management and techrique ‘'hey seldom rffer financial help.

Contracters find fault with their subcontracters' "undependable
delivering ard non-uniformity of product. ‘hey want their
subcontracters to improve the gquality «f thneir precduct by
establishing statistical quality centrol programmes and im=—
proved processing techniques. ‘"he ccntractors feel they may

assist in this direction by procviding more jigs and fixtures.
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(5)

Subcontractors favour centractual arrangements because they
permit stable and specialized production, and a meane of ex-

panding ocutput.

Subcentractors uniformly require more iypes of financial
agsistance. They unifermly object te ine iistavility in the

contractors’ productiec. echeduling.

Subcontractors represent an iatcresting example ef the direct
effects cf Covernme:t action. Seemingly necessary legislation
about the use ~i lees than H cc motoreveles had a disastrous
effect on small subcontractors untit ihe legislation was
rather quickly changed Jucl: discreiionary decisions upon
oomponents cf the businuse oyslen can be very serious and
illustrate the need to view the entire effects (system studies)

of all legislation befeore 1ts enactment.

A very small Coia'ral ameriesn country states that it i1s aeces=-
sary to establish within the plun to premote small-scale in-
dustry a propranme speclally designed o develop suvcentract—
ing, particularly frem the tfinancial and technical aspects.
Such a programme should 1include public credit~ fer working
cepital for small industrics, Lechnica} assistance at the plant
level and subcontracti .y exchasges. “ucu pregrammes of assist—
anoe should be carried <ut by responsible governmental agencies.
It is also necessary tc establish fiscal incentives so that the
primary industries would want to cbtain their component parts

locally rather than to rely on imports.




(6)

(1)

The lovel nf subcontracting remain. }imited becaune 11 many
industries small firms have et acquired the necessary techne
ical oempetence.  “mall tirme ot1]] dn net v e speciale
igation roquired te mubtityr. terp urpertod compenonts, L here
ie insulficient ecutact Lotucer arpe and small oandustries,
partly due * the wooinee of Lfeematic and vesearch concern=
ing the prese:;! stai. ~f Tuocontracting w.d 1ts prtential tar
the future. .nerc 1= 4 iack of fiscal ihcentives along with
a lack of a apecif.ic Gevernment programme to1r the develepment

of subcontracting

A South American country in ar intermediate stage of develop=-
ment peints out ¢t 14 papricte Cevern. ot lur . for
Industry yJtudiee have been made on 124 different mibeontract-
ing cases on e vasis oi requests by 47 primary conpanios.
Suboontracting possibilities have Leenu uorked ~ut {er 32 large
and medium-sized firme which have resulted in subcentracting

arrangements with 104 subeontractors, of which 1 are small-

gcale industirialists

Domestic subecontracting in a small Central American cowitry
is at a beginning stage. 'Jp te now it is not practised as
a bilateral a, reement; the norm i3 that large eniaerprises
make a produciion arrangement with small firme i a manner
that suits their (large industrias) convenience. It is hoped

that this situatiion will improve in the future.
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(¢) In one of the mere advanced, larte Latin Amorican countriesy an

(9)

appreciable number of th. industrial [irme that sractise sub—
centracting arc included in 1 povernment development preogramme
in which domestic firms alou. tue lfrontler zone with 2 highly
develotred ~ountry are permitted to import various types of
raw materials whenever they are incnrporated in products
destined for cxport. . his has given impotus Lo Sub=
contracting cspecially in the ¢lectrenic, chemical and me chan-
ical industrics. Additionally, s.veral industries in the inter—
jor of the country hiave reached an agrecmernt with firms located
in the fro.atier zon: thrnurh which subcontracting has occurred
in the automobil., textile nad pharmaceutical industries.
Subcontracting i® also practised by many firms involved in

agsembly work.

In one of the large Middle 3astern countries, the heaviest
demand for subcontracting originates from large-scale industiries
who rely on imports tc satisty their needs for ready-made
components, parts or processcd matcrials. “ubcontracting
appears to dcvelop where several large—scale industiries become
candidates for the same nart, componenl eor processed material,
thus establishing a ctimulant that zltracts local entrepreneur—
ial capital. The ciz=bl: demaad created by the large industries
justifies establishment eof local subcontraciiig enterprises.
Subcontracting industrics developed from praciscly such
conditions. lonc developed as a result of a planned strategy

or the institution cof special promotional incentives.
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A special case has developed in this countiry which sprang from
the socialist reforms which converted top large-scalc industries
into a de facto monopoly of the state. Vrivate industiry was
restricted esseniially to small-scal. 1aductry.  Conscquently,
large—-scale industry devcloped slowly whercas small-sealo industry
grew fast. here 1o thus o disproporticnate number of small-
sctale industries (potential subecentrac tors) with an insuffieicnt
number of primary contractors (large—=scale indusirics) to work
for. The solution im tho problem could b~ 38 fnllows:
(a) The role of the state in indusori deve lepmenti should
be defined. Are state and private canital te share the
task of developmeat as partscrs, comp. titors, or will
they be complemeatary to cach other?
(b) The rolc eof foreigm capital should be clarificd.
(c) The industries whure private capital is frece to invest
should be definced and,
(d) Industrial openings should be survey:d continuously and
information published periodically so as to atiract

private capital on a sclective bacsis.

B. International subcontracting

For the purposes of the questionnaire, international subcontracting was
defined as an arrangement betuwcen a foreisn prime contractor (usually a large
international concern) and small-scale domestic sccondary compaiics (sub=

contractors) in developing countries.

1. Question: "Does international subcontracting cxist in your country?

Yes or Yo.
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Answer:

2 ggestion:

Answer:

Of the 26 countries rcsponding, international aubcontracting

is carried out in 13.

Only 1 of the 13 countrics (ilonduras)

does not engage also in domestic subcontracting.

Yes

———

Brazil

Chile

Colombia
Dominican Republic
E1l Salvador
Honduras

Iraq

Mexico

Nicaragua
Singapore
Thailand

Unitcd Arab Republic

Tunisia

o]

—_

Argentina
China
Indoncsia
Ivory Coast
Kenya
Liveria
Madagascar
Malaysia
Morocco
Tanzania
Turkey
Jganda

Zembia

vIf the answer to the above is yes (referring to the existence

of international subcontracting) please indicate which industries

are involved and the type of subcontracting done (manufacture

cf parts or components, assembly, etc.)!

International subcontracting is confined to a smaller number

of industrices ibai domestic subcontracting. The industries

involved in international subconiraciing are listed below by

number of countries responding.




3. and 4.
Questions:

Answers:

automotive parts aad componenta (3)

bus and truck assemblics (2)

cosmetics ()

tractor components and assembly (2)

parts and comvon.ile tor the construction industry (1)
assembly of ‘uicpratcd cireiits and transistors (1)
furriture, television, ridios, beilers, railrnad cars (1)
dresses, dctercenvi, trailere 1)

pulp, fruit, coni:ction, luninous signboards
for advert: ioe (1)

hydroelectric "projects” (1)

The mext two questions are being considered jeintly because

of the similarity of the replics roceived.

"Ar¢ any measurcs taken (or is any assistance provided) by
the Covernment to safcguard the iaterests of domestic small-

scale subcontractors engaged 1: 1nternational subcontracting?"

The replies show that governmental protection ar assistance
measurcs exist in 3 countries = Colombin, Tunigia and the
United Arab Ttepublic Domentic smnll=ccale industries receive
governmental asniciiance int
(a) tax reduction doieane®
(b) training through such facilitics as dational
Productivity Coutres
(¢) purchase of raw materials and availability of
capital whenever the product is for the export

market

(d) provision of hard currency for purchasing equipment.
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5. Question:

Answer:

6. Question:

“Is there any centralized export marketing crganization fer
the bencfit of subcontruactors in your country?"
Only 2 respondent- to this question replied in the affirmative -

folombia and Singapore.

"Does the Government of the developing country intend to

promote intcernational subcontracting in its future develop—

ment plans?

The replies reflcct a promising trend in this direction.
Fourteen countries indicate 'yes", 4 state 'no" and 2 are

uncertain.
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The 16 major questions in Part IT were formulated to obtain in-
formation concerning the cubcontracting exnerience of the large and
medium-sized contractors. The replies were provided directly by the
owners or leading officer~ »f the primary companies, tihus reflecting .
an asséssment of subcontracting from their viewpoint. A total of 52
contractors from 14 countries replied to the question in Part II.

The distribution is as follows:

Country Number of Contractors Responding

Argentina

Brazil

China

Colombia
Dominican Republic
El Salvador
Indonesia

Iraq

Nicaragua

Ve I S - . T - R B N

Singapore
Thailand

[
o>

Tunicia
Turkey
United Arab Republic

“Ji
N‘N Ll
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The firet question deals with the respondent' s preference for

confidentiality. All replies are maintained confidential by the

Secretariat of UNIDO.

2.

Questiont "What oroducts do you manufacture?"
ﬁgggggx The products manufactured by the primary companies cover

a troad spectrum and are ranked below by number (in

parenthegis) of contractors responding.

automobiler, trucks, buses, wagons, jeeps = (11)
refrigerators and freezers - (%)

radior, televi ion rete oortable radio® - (s)
motorcvcler ("

electric motor- (M

leather rvbber a'd nlartic footwear - (1)
electric farr - (0

air coditioners (~)

rewing nachines (2}

watt honr —eter clocr - (2

alu~inin® ad ~tai.less cteel emtters - (2)
water pine fittingr and castiag (2
~tailese ~teel '"itchen egquiyie~t (2"

fire fifhtioe vehicles aid equiniert - (2)
convevor: , ~everator =1d mumn revs - (2)

soap ()

office ard dove tic furaitnure - (2)

rice cookers (1)

tran formers - (1)
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Question:

.

Answer:
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electric iron~ - (1)
biscuits - (1)
tin cans and tubes - (1)

carbonate soda, chlorine, bicarbonate - (1)
and hydrochloric acid - (1)

batterv, electrical cvetems . (1)
railroad care -\(1)

building ¢iructures - (1)

fruit and vegetatle concentrates - (1)
lamns, transport equipment, toye - (1)
curing and tanning of leather - (1)
bathtubs, closets, kitche» cabinets - (1)
textiles - (1)

vegetable oile and seed extracts - (1)

"What producte, partes and compeoments are manufactured

or processed by your subcontractors?V

The industrial activities performed by the subcontractors
are ranked below, by number (in parenthesis) of contractors
recponding. The wost inportant single activity is the

manufacture of automobile parte.

Automotive parte of all kinds (1) of

Cast iron, cteel and plastic parts, packaging materials (6)
leather and textiles (>)

instrument parts and furniture (?)

electrical generators, pullevs, water pumps, wheel geare (2)
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fan net, televirion wooden base, gaskets, handle
screwe, poly-vinyl-chloride parte (2)

comnercial refrirerators and pumps (2)
upholsterv. metal fittiaee (2)
chairs, table~ cupboards (?2)
chemicals (2)

bricks and tiler (2)

cpecial nouldr and wo~den frames (2)

plactic cans a9 necks (2)

arsebly and erectini of doors and windowe (2)
buc bodies iade from aluninium sheets (1)
galvanized and electro-plated steel structure (1)
valver, anzzles and bare nuts (1)

bulk coap (1)
dials, caues, barde for watches (1)

carting of aluminium and iron narte, forging (1)
elartic binding (1)

tin plate pri.ting (1)

bulk bircuits (1)

machinery equioment and parts (1)

footwear partc (1)

plactic ioulds and handles (1)

iron hoou~ (1

vignettes (1)

joiste (1)

a/ Four of these 18 enterprires reported that their
subcontracting operatior related to the manufacturing
of over 00 different parts.
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A.  Questiont '"How long have you been subcontracting?"

O mrme - d——

Answer:‘ Forty-eight of the contractorr replied to thi: Quertion.
The resultr reveal that two-thirdc have been subcon-

tracting for lers than 10 vears,

Duration of Subcontracting Experience Number of
- . —— Respondents
Under 1 vear 1

—

1 through * years -l_,f__

4 through ¢ years 9.

" through 9 yearrs 4

10 through 1/ vears S

15 through 17 vears 4

2 through 2/ vyears 2

25 years or nore 23

"Several" years N

5. Question: "How many subconiraciore do you haye?"
Answer: Fifty-three contractors replied to this question, The
o . s results indicate that ¢5 per cent of the contractors hewve

more than 1 subcontractor and 4% per cent more than 5

subcontractors.
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Y
Number of Per Cent of
Respondents Respondents

Number of Subcontractors
__per Contractor

-~

Only one 8 15
2- 5 2 40
6- 10 5 9
11 - 15 4 ”
16 - 25 - -
26 - %0 1 2
51 - 100 4 71

101 - 200 4 1

201 - 500 4 1

Over 500 1 2

"Several" 1 2 _

Total 53 1100 7

_p/ Throughout this report percentages may nci add up
40 100 due to rounding. :

6. Question: "What is the value of your subcontracting?"

Answer: A total of 39 o~ntractcrs replied to this questisn, ef whioh

29 replied in absolute value terms and 10 in terms of

peroentage of ¥~tal

wtput. The results show a broad

¢dstribution in the value ef subeontracting. In no oase
did suboontracting represen’ more than 0 per cent of

tudal Hutput.
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Value of Subcontracting lumber of Per Cent of
Respondents Respondents
Less than | 25,000 per annum 7 24
$ 26,000 - 49,999 2 1
3 50,00C -~ 99,999 1 3
3 100,000 - 499,999 1 24
$ 500,000 - 999,999 2 7
3 1,000,000 - 5,000,000 3 27
Over 3 5,000,000 2 1
Total 29 100 <

Subcontracting as a Number of Per Cent of

Percentage of Total Output Respondents Respondents
1 -1 1 10
11 -2 3 ¥
21 - 2 20
3 -4 1 10
41 - %0 - -
51 - 60 2 20
61 - 70 1 10
Over 70 - -

Total 10 100 %

7. Question: "What is the approximate average size (number of

employees) of these subcontracting firms?"
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Answer:

8. Question:

Anewer:

Forty-two contractors replied to this question. Over
80 per cent of the subcontractors had less than 100
employces., Thirty-eight per cent had under 25

employees while 45 per cent had 26 to 100 employees.

Averamc Employee Size of Mhunber of Per Cent of

Subsontracting Firms Respondents Respondents
Under 5 - -
6 - 10 6 14
11 - 15 2 5
16 - 25 8 15
26 - 0 9 21
51 - 100 n 10 24
o1 - 200 B “.3., :
201 - 500 Y 5
501 -1000 - -
Over 1000 3 7

Total 42 100 %

"What motivated you to subconiract?"

Four major factors, plus an "other" category, were
offered as possible replies to this dquestion. More
than one factor could be seclected by the 53 respondents,
whenever applicable, Tne results show that the con-

tractors were motivated mainly by cheaper costs and

ithe specialized techniques of the subcontractor.




Reasons

(1)
(2)

(3)

(4)
(5)

Mumber of

Por Cent of

Respondents Respondents
Cheaper costs 2/ p) 94
Spezialized techniques of .
subcontractor 3 0

Desire to build up alternative
sources of supply 10

Limited capacity of own plant 16

Other: 21

(Volume of business does not
justify expansion of existing
facilities ~_5j

(Avoid capitalization on
equipment —_4)

(Agrecement with Government to
develop local subcontracting —_4)

. /
(Import savings and/or
restrictions - 2)

(Easier supervicion and faster
completion of job - 2

(Other individual reasons include:
no labour troubles - _1_

willingness to help toward
national progrese -_1_

periodic insufficicnt capacity -_1

scale of local production
limited due to uncertainty of
Government policy - 1)

o b= [

(9)

(7

-

(7

(2)
(2)

(2)

c/ The relative importance of the cost factor was
as follows: labour - 20, machinery - 16, other - 12.
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9, Question:

Answers

10. Question:

Answer:
pliowcl

"Was governmental azsistance available to your

firm to facilitate subcontracting arrangements?"

Of the 4. contractors replying to this (uestion,

only one-third (10, indicated that government

assistance was available.

"If the above is yes, to what extent?"

The governmental assistance available to the 16

contractors wae ofter of more than onc type.

of

those receiving asciciance, over one-half received

technical assistance while one-=-third received

financial assistance.

Type of Governmental Number of
Assistance Respondents
Technical 9
Financial 6
lanagement 3.
Training 3
Other assistance: 9

(Tariff reduction - 4)

(Government puts us in touch
with appropriatc subcontractors - 3)

(Tax concessions -2,

Per Cent of
contractors
receiving
assistance

515

25
Y
22
A2
26
(25)
(19)
(12)



|
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11. Question: "Whit kind of aceistunce do you offer your subcoitracting
C firm?"
Anrwer: Forty of the 53 contractors, or .5 ver cent, vrovided

assistance to their subcontraciors., The co:intraclors
oftert provided more th:n one type of ascistance. Of
these firms providi:g avsistance, over 5 per cent
granted technical assistance,

. lumber of  Per Cent of

Type of Contractor Assistance Respondents Contractors
Providing

Assistance

Technical 35 e

Financial 24 0

Raw materials 20 20

Training 2 0

Management 10 2

Gauges, jigs, dies and tools _10 25

Other =2esistance 1 3

(Medical’

12. Question: “What advantagee have you derived from subcontracting?"
Answer! Any, or a edmbination, of b specific respences, plus ar

"other'" catecgory could be seleoted. liost of the 53
respondente indicated more tharn onc advantage gained.
The =dvantage of cost reduction was selcoved by (5

per cent ef the contractore.




13, Question:

Answer:
#

Per Cent

(Reduced inventories - 3,

(Reduced need tn import - 2

(Reduoed labour problems - 1)

(Developed tcchnical innovotion and

Advantages Derived Number of Selecting
Respondents Advantage
Cost reduction 40 15
Flexibility in type of |
product output 25 41
Econominal use nf your
own equipinent 24 42
Ease in adjusting 1o
demand changes 23 43
Avility to fill orders quickly 21 40
fanagement flexibility 10 19
Other: 9 17
(6)
(4)
(2,
(2)

information exchange — 1)

(Developed specialized trade - 1)

(Having develeoped subcontracting, we
now have thc right to receive Govern-

(2)

ment permission to set up an additional

manufacturing plant — 1)

(2)

"What problems have you faced with subcontracting?"

The questionnaire offerdd & major problem areas, plus

an "other" category, for selection.

Most of the

respondents ¢ncountered more than one problem,

Delivery dclays and non-conformance with specifications

were the problems most eflcountercd.



13, (b) Question:

Answer:

14. Question:

Answer:

IBARVIS TR
Clge Vi
Iunber of fer Jent
Problems Encountered Respondents Responding

Delay in delivery .
Non-conformance with specification O

Too many rcjects 19

Weakness of subeontractor(s,
managei nt 1

Pricing difficultics 13

Vegotiations with subcontractors
arc too time-—-consuming

Other:

I
Lk kk REE

- F

(Suitable subcontractors are
diffioult to find - 2

~~
EaN

(Reluctanoe to cmploy modern
techniques - 1)

—
AY]
N

(Iuadequate quality control and
analysis of raw materials - 1) (2)

"Of the above, list the threc most important in order'.

The replies show that the most important problems arc:
(1) Delay in delivery
(2, Mon-conformancc with spceifications

(3) Pricing difficultice

"What can you do to improve your suboontracting

arrangements” - Plcase cxplain."

Of the 37 contractors that replied to this question,
15 , or 40 per cent, indicated that subcontracting would

be improved by their providing technical and financial

agsietance to subcontractors.
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How Can Subcontracting Mumber of Per Cent
be Improved tespondents Responding

Grant tcchrical assistance 9 24

Provide financial assistance 6 16

Provide morc mmegement assistance 2 5

Encour~ge usc of gruges and

develop quality control 2 5

Encourage subcontractors to join

industrial associations 2 5

Help subcontrictors o import 2 5

Help subcontractors 1o modernize

piant, improvc machincry and in-

crecase capacity 2 5

Help subcontrictors 1o specialize 1 3

Develop parallcl supply surces 1 3

Introduce long-term agreements

with price flexibility 1 3

Maintain constant output 1 3

Be prepared to extend advance

paymente 1 3

Introduce improved planning and

production control methods for

the subcontractor 1 3

Constructor should not intcrvene 1 3

Introduce longer programming

schedules 1 3

Subcontracting should be based on

economic studies, and not on

judgment alone 1 3

Improve planiing of placing orders

and securing raw nmateriale 1 3

Introduce greater standardization

of technical specifications 1 3

No general assistance can be provided;

each casc must be treated separately 1 }
R 100

mmImEETER

-
=zrm:E
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15, Question:

Answer:

16. Question:

Answer:

"Have you made any evaluations, reportc or studics

partaining to your subcontracting expiricnecc? Yesg or Mo

Cnly ¢, or 13 per cent, of the 1 rosnondente to thie
Question replied "Vee"; information wrovided by 2 of
the respondents is included in replics to question 4,

Part I, and qucstion 1C, Yart 1I.

"Please evaluate wnd corment upoi your subcontracting

experience.’

Relevant commente on the subcontiracting cxpericnce
of 45 contractors werc recciveds A summary of these
commcnts shows the following:

Number of
Comments by countractors Respondentc

The prescut ubcontracting arrangement
is satisfactory 11

The subcontracting arrangement has not

turned out a< satisfactory as expectoed.

Very often delivery is deliyed und the

quality of the product is not up to our

standard. The Government should ¢rive

greater acsistance, both tcchinical and
financial, so that cubcontractors could

turn out compctitive products of accept-

able quality. ' 6

We would li%c to subcontract more widely
but *he expertise is just not here. )

Subcontractors lack cxperience and cannot
always produce to the required specific-

ations. ——
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Through subcontracting we reducc manige-

ment coets, increasc productivity, and

provide a higher standard of product for

our consumercs 2

The output and ~apacity orf cubcontractors
are too cmell for real nas production. 2

Subcontracting will improve a& newW manu-
facturing technidques, inspeetion and

control mcthods come about, which assurc

a minimur stonderd of quality. 2

Sore subecontractors are not intercsted in
accepting long-term contracts at fixed

prices duc to the risk of pricc fluctuations.
They prefer to hiave orderc on 2 nanufacturing
cost bisis. 1

Capacity has bcen woil utilizced, therce have
becn good collaboration and rcduced costs. 1

The cortractor benefited from subcontracting
becausc he save A great deal of tcchnicel
assistance to the sub-contractors. 1

An expert fromthe firm holding the vital
patent in the developed country visits
the arca 1nd advises on technicael matters. 1

The reduced stock-holdirg (inventories;
is wclcome. 1

Most cubcontractors cuffer from want of
funds und cannot improve their cquipment. 1

I'ost subcontractors lack scientific manage-=
ment ~nd qualit; control techniques. 1

Since the motorcycle industry requires

morc than 300 different parts, a sub-
contracting systcem is necessary and

valuable. 1

st e T



Subcontracting is at an clementary

level, It has not developed into an
institutional arrangement whercby
specializcd cubcontrictore scrve

larger inductrice, “ltnou.h thoe trend

ie obviously 1 Lrting i: th 1t direction.
Subcontractirg veoue corveniont for
there was @ coptive uirket doubly sccurcd
by sssuraice: of a goverumental ba on
imports.

We would not subeontract if we could
justify putting up = plant oursclves,

Prices of our products arce ofton higher
than for iuports,

Subcontracting nroved to be a very tiresome
arrangement so w. decided to manufacture
everythirg oursclvee,

Subcontractors demand paymecnt ir advancc.

It is morc cconomical to subcontract for
componcuts wnd parts rather than purchasc
the machincry that would only be of
limited usc to us.

The primc contractor has nn definitc sub-
contractors. In all instances, hc would
call for quotatiornc from a number of his
normal subcontractors and the lowest bid
will be awarded the contract. Some cub-
contractors may not get any wori for an
entire ycar.
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Part III - Answers Provided by the Subcontractors

Part III of the questionnaire contained 11 major questions form-
ulated to obtain informaztion on the subcentrazcting experience of the
gubcontractors who might be expected to view subcontracting in a
different light than the primzry companies. All replies were provided
by the entrepreneurs or the leading of ficers of the 5¢ responding

subcontractors from 13 countries. The distribution is as follows:

Countiry Nunmber of Subcontractors Responding
Argentina 10
China 10
Colombia ‘ 1
Dominican Republic 7
C1 Salvador 9
Honduras 4
Indonesia 1
Nicaragua 1
Singapore 8
Thailand 4
Tunisia 1
Turkey . 1
United Arad Republic 1

The first question pertzined to the respondent's prefzrence for
aonfidentiality. All replies are maintained confidential by the

Secretariat of UNIDO.
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Question:

AnBwer:

ID WO, 41,3
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"What Lype of products, parts or components do you

manufacture, assemble or process?"

The manufacturing, processing and assembling of products
reported by subcontractors relate closely to those
listed by the contractors. They are listed below by

number of subcontractnors responding:

Tlanufacturing

automobile parts - (4)

all types of plastic products - (4)
motorcycle frame and parts - {3)

nuts, bolts, washers and screws - (3)

cast iron machine parts - (3)

textiles, cosmetics, paper - (3)
suspensions, front forks - (2)

wooden TV cabinet, radio and phonograph - (2)

castings for ceiling lamps, electrical switch boxes
and fittings - (2)

water pumps, brackets, filters - (2)
die-casting parts - (1)

0il tanks - (1)

oxygen, liquid gas, nitrogen, acetylene — (1)
bus bodies - (1)

upper leather tor shoes - (1)

oil seals - (1)

various forms of steel structures and press tools — (1)
refrigerators, service counters - (1)

fire fighting equipment - (1)

batteries - (1)

rubber products - (1)

pens, plastic covers and containers - (1)
leather goods - (1)

toys - (1),
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Manufacturing (continued)

furnace parts - (1)
chemicals - (1)
medicine - (1)
electronic parts - (1)

apparel items - (1)

Processing

TV bodies and other wooden furniture - (2)

fuel pipes, oil boxes, gears — (2)

electric motors, windshield heating, auto systems - (1)
aerosol cream - (1)

hair shampoo and deodorants — (1)

chemicals - (1)

purify lemon juice — (1)

mango pulp, tangerires, papaya, custard appl: - (1)
brakes and clutch faces — (1)

leather goods - (1)

metal and rubber - (1)

torsion bars - (1)

body autoc locks - (1)

auto window raisers - (1)

chrome and zinc plate - (1)

electro—galvanizing of iron and steel parts —~ (1)
glass — (1)

Assembly

hair setting hairspray - (1)

chemicals - (1)
clutch faces - (1)
headlights — (1)
handles — (1)

generator sets, boiler installations, switch panels -~ (1)
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Question:

Answer:

Question:

Answer:

/ 4.
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"What percentage of the value of your output is
solely for sale to the prime contractor?"
Mifty—seven subcontractors replied to this question,
The results show a fairly even distribution pattern.
Percentage of Output 30ld Only Number of

to the Prime Contractor Subcontractors
10 - 25 7, 10
26 - 50 16
51 = 75 _to_ -
76 - 29 14
All 1
"How has the above percentage changed in the last
three years?"
Thirty-seven subcontractors replied to this question,

The results show that durins the last three years,
65 per cent of the subcontractors increased the
percentage of their output sold solely to the prime
contractor, 1) per cent reduced it, and 16 per cent

had no change

Change in Percentage Sold Number of
to the Prime Contractor Subcontractors

+ 1 to+ 107 1

+ 11 to + 29 _9

+ 26 to + 50 _1

+ 5 to + 75 1

+ 76 to + 100 _0
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5. Question:

Answer:

Change in Percentage Sold Number of
to the Prime Contractor Subcontractors
No change 6
- 1% - 107 2
-1 to - 25 2.
- 26 to - 50 3
-5 to - 77 o
- 76 to - 100 _9_

"yhat kind of assistance do you receive from the

prime contractor?"

The
results show that over 80 per cent of the subcontractors
The

All 58 subcontractors responded to this question.

received assistance from the prime contractor.
assistance was generally of more than one type with

technical and financial assistance accounting for the
major share. About 20 per cent of the respondents

received no assistance whatsocever.

Type of Assistance Received Number of Per Cent Receiving
from Prime vontractor Subcentractors Assistance
Technical 24 41
Financial 15 26
Raw material _8 1
Gauges, jigs, dies and tools _8 14
Training _6 1o
lfanagement _4. _1
Machinery __;_ __j_
Other: 2 3
(Favourable payment — 1)
(Trademark - 1)
None A1 19
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Question:

Answer:

Qgestion:

Answer:

N Lty

cage 40
"Do you receive techrical, management or training aseistance
from other sources, in particular from small industry service
institutes, industlrial extension agencies or similar promotion

organizations” Yes or lo."

Of the Y4 respondents to this question, about one=third (1)
receivcd assistance from other sources; two-thirds (34)

did not receive any other assistaice.

“In your opinion is the assistance provided adequate?

Yes or iio (Why?)"

Thirty-cight subcontractors answered tihis question, of which
17 (45 ,) replicd that the assistance was adequatc. Of the
21 respondents (955 | ) who stated that the assistance was

inadequate, some clarification was roceived {rom 13. ‘“he

reasons given were:

Fumber of
Reasons for Inadequatc Assistance Subcontractors

Company wns cxcluded from ine small-scale
industry status and th. loan was stopped. Z

The assictance offered wan simply not Lnough, 2

The prime contrictor has not duveloped
his assistauce programme effcctively. 1

Technical assistancce was to have been
providod two years ago and it has not
materialized. 1

Prime contractor should render financial
assistance. 1

There is a real need for technical
assistance and advice. 1
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There should be an enlargement of
all services provided. 1

There is no single responsible
authority dealing with the problem. 1

The finaucial assistance provided
is too restricted and too time-
consuming 1

The advisers are too inexperienced,
too acadcmic, too strict and ask
too many questions. 1

The agency that could provide

assistance is only intercsted in

large organizations, cspecially

with foreign capiial. 1

8. Question: “What advautnges have you derived as a subcontractor?"

Answer: A1l 5" subcontractors responded to this question, which
provided 7 possible ansuers plus an "other" category-
Most of the subconirac ors indicatcd that more than one
advantage (an average of almest 4) had beca gained through
subcontracting. The results show a fairly cqual distribution

of advantages gained.

Advantages Gained Through Mumber of Per Cent
Subcor: tracting Subcontractors Responding

Stability in order 40 69
Better utilization of plant

and machinery 40 69
gxpansion of products 38 66
Increascd specinlization 30 52
Increase in technical competence 20 43

cmmemaa—
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Improvement of working capital

position 19 33
Increase in management efficiency 15 26
Other: 9 16

(Vo difficulty ia selling
products or in collecting
payment - 1)

(Increase in revenuz and
profit - 1)

(Experience has been so good
that cxports have been

gencrated - 1)

(Large improvement in
capacity output = 1)

(Better market position - 1)

(Less risk in introducing
product change - 1)

(Substitution of imports = 1)

(Technical assictoce
for our personncl - 1)

(Possibility of merging with
the contractor — 1)

9. Question: "What disadvantages have you derived as a subcontractor?"

Answer: While 21l the subcontractors respomded to this question, the
number of disadvantagces amouanted to about onc half of the
number of advantages. 'The question provided 6 possiblc

answers plus an ''other' category. ‘The results show that
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almost one=half of the subcontractors complain about

excessive dependence on the coniractor.

Mumber of Per Cent
Disadvantagcs From Subcontractingg “ubcontractors Responding

Bxcessive dependence on contractor 26 45
R

Difficulty in nogotiating

adequatc prices 0 34
Profii too low Ry 29
Jnreasonable demands on the

part of the contractor _ll_. _EEL_
Delays in payment _ll_ _gg_
Inability to develoj inarket

elsewhere Al 19
None _6 _10
Other: -5 S

(When models change, the
costs for changing moulds
are not compensated - 1)

(Control of and limitation
on salaries = 1)

(Insufficicnt lead time to
programmo deliverics - 1)

(Job controls arc very unstable.

Many workers are (iid off after i
completing contract work while

waiting for the noxt contract.

“he unstoady employmuct of

workers tends to discourage them

from taking up jobs with our

company for loug — 1).




Question:

-

"As a subcontractor, what special problems

do you face?"

Forty-four of the subcontractors replicd to the

question,

with several pointing out mors than one gpecial problem

encountered. ‘the results show thai the major rroblems

concern financing and unsteady ordering.

.

Special Problems wincountered

Difficuliy in raisins capital lo purchase
adequate equipment ~nd machinery to meet
increasins market demand.

‘Orders are placed giving insufficient
time for production planning, thus,
no production schedule can be drawn up.

No special problems are encouiiiered.

Working capital is inadequate

Contract is not on a lonug=term basis;
therefore, it is not easy to increase
specialization.

Purchase of rav materials is always
a problem.

Lack of tools and moulds which must
be imported or made by ourselves

Tariff laws do noi give enou;h protection
against imports.

Because of model or design change,
specialized machinery cannot be
introduced.

Contractor always changes production
schedules.

Government vpolicy, which always changes
the size of the market, is not consistent.

Subcontractors

3]
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Lack of ascistance in publicizing our
carability as a subcontractor.

Mo assistance from governmant to export.
Factory space and ckilled labour problems.
Dependericy on the indusiry.

Inadequate planning.

Problems with coatractor are oftean political

We are at a disadvantage in price
negotiations.

Contractor is too demznding

T = I N

10. (b) Question:"What assistance would you like to obtain that could help

you solve the above problems”"

Answer: The following replies. given by 31 rcspondents, show that

financing assistance i the most desired.

Ilumber of
Assistance ~ceded to Overcome Problems Subcontractors
Low intcrest, lou,=term loanc
Financial assistance for purchasing better
equipment ard for workiuns capital, 4
MNone 3
Glovernmen. should expand and develop a
tool and daie-.makin. industry locally. 2
Government . .old ooivour protection and
help in finding mor. contractors. 2
Long—term contract (at least one year)
for our prcduction scheduling. 2
Contractor should not change orders so
frequently. 2
Policy of government should be coastant. e-

Freea technical and general management
assistance from the government to help
open up export markets.




11.

Q&e stion:

Answer:

CGovernment should force assemblers to buy
locally.

Less tax ou raw materials
Market informatior,
Government sta..dardizaticn

Assistanc: from the coniractors.

L e R

Better quality of maicrial to work with.

The Small Industry Development Cenire to
be established in 196 with JDP assisoance
should be able to unswer maay of the problems

of subcontraciore. 1
Technical assiscance al the plant level. 1
More lead vime o. produciica changes, 1

“Hould you want this assistance from the prime contractor

or from the government or both?"

The replies show that assistance is desired in the following
order:

Jumber of
Desire Assistance Trom Subcontlractors

Both the government and the prime
contractor 1

Government
Prime contractor

Mone

LandN O BN L B ¥ B 0

Other (bank)
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Concluding Lemarks

""he presentation of the replics to the questionnaire is based on con=
ventional statistical reporting procedures. “he replies, in general, give
a clear response 10 th: questions raised. ‘lowever, bocausc of the intern=
ational coverag. of the questionnairc and the difficulti.s in obtaining
information nn subconiracting in developing countrics for the first time,

a few remarks are in ordoer.

Concepts and definition of terms imply diffcerent things to different
pecople. Information on subcontracting in the duvcloping countries is
scarcc and, conscquently, its definiiion can b iaterpreted differently
from couniry to country “h. dufinition used in the questionnaire is
somewhat different from that used in th. Ixpert Croup Mucting's main
background paper, 'Subcontracting - Its Role in Industrial Development!
(% footnotce nage 1 of the present naper). Yet, derpite the fact that
the responses refloect subcontracting conditiocns in 1z different countrics,
the data undcniably reveal a number of rolevant basic findings with con-

sidcrable consistuency.

T replies show that subconiracting is practised in a large
numbaer of developing countrics — 19 out of 26 respondents. 7This number does
not include other developing countrics, non-respondents to the questionnaire,
which are known to practise subconiracting, ¢.g. Hong lLong, India, Israel,
Pakistan, Venczuela and others. ‘herc is no subconiracting in the loss de=

veloped of the developing countrics, as is reflected in the responses from

most of the African countrics.

s g
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The replics bring ow the fact that a broad range of industiri o are
involved in domestic subcontracting. vhic is borac ou. by the replics

provided by govurnment departments, cortractors ~ad subcontractors, ilike.

While thc manufactur. of automobiles, otlier vehicles and cyclus, clectrical
appliances and products and the metalworking industry account, as uxpected,
for thc most representative wyp.s of cubcontracting industrics, the diversity
of indust.®~s includ:d in subcontracting is striking. ‘lowever, 11 1s likely
that, in the abov: industrics, the number of parts, compoants and accessorics
is very large, but is much smaller in the otior inductrics listed in the
replies. Thc replies indicate that whore subcontracting do.s not cxist, it
is mainly duc to insufficiunt industrialization and to -0 insuffici-nt numbor

of large industriecs.

In 40 pcr cent of the countries practisiig subcontracting (o cut of 14),

the governments provide various spcceial incentives, gencerally through assigte-

ance in managemcnt and technique, and training. Yory fow (only 3) of the

countrics practising ~ubcontractirng have introduc:d legislative or othoer

governmental measums to regulate or control subcontractirn s practices.

International subcontracting ic, as cxpected, prictiscd in fuwer develop—
ing countrics and in fewer industrice than domestic rubeoritracting., Sur-

risingl raplics from both Argentina and China indicat. an abacnce of inter—
£1Yy 1Y S

national subcontracting, but thiec inay b th: rocult of misinturpretation of
i the definition included in the questioanaire. A large majority of th.. countrics

apparently intcnd to promote international subcontracting in the future.

The industrial products involved in subcontracting arrangementis, as
reported by both contractors and subcontractors, arc quitc similar. 1In

several cases thc products arc not complementary. 'This is cxplaincd by
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the fact that (1) the subcontractors rcporting arc not in all cases sub-
contracting for th: reporting contractors and (2) somc subcontractors produce

additional itcms for the open market.

Subcontracting is a relatively reccat cxperience in most developing countrics.
The replivs show that two-thirds of the respondznts have been subcontracting

for lcss than 10 ycars and over onz—half for lcss than 6 ycars.

The average size of the subcontracting firms varies, but ovg o0 per cent
have less than 100 cmployces, and about 60 per cent have no more than 50

cmployees.

The replics show that the vast majority of contractors were motivated to
subcontract mainly by cheaper costs (of which labour costs were the most

important) followed by the specialized techniques of the subcontractor.

Subcontracting offers different advantagee to coniractors and subcontractors

and different problems. The replics indicate thatl contractors more often

derive advantag:s of cost recduction, fluxibility of product output and <conome
jcal us. of equipmont whilc subcontractors gencrally gain through stibility

in orders, u:tter utilization of plant and machin.ry, and an cxpansion of
product output. Converscly, contractors complain of dclays in delivery and
non—conformance with spacifications while subcontractors complain mainly about
the excussive. dependence on th. contractor. It is ovidernt that only a small
proportion of subcontractors (12 per cent of the respondents) se¢ll their cntire

output to the prime contractor.

fovernment assistance in facilitating subcontracting arrangements, while
available to only one-third of th: contractors, is often of morc than one type,
with technical and financial assistance predominating. As much as 75 per cent |
of the responding contractors offer assistance to their subcontractors, |
usually chrough tcchnical, financinal or raw material assistance. This is

confirmed by the replics received from the subcontractors. The financial
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assistance is presumed to bc mainly in the form of advance paymenta.

Two-thirds of the subcontractors indic~te that assistance from small
industry scrvice institutcs, industrial oxtension ajencics, or similar
promotional organizations is not availabl.. Th. subcontractors are fairly
evenly divided conccerning the adcequacy of 211 assistance recolved, with 95
per cent stating that thc assistancu received 1s inadequate. When asked
which kind of assistance is most desirable, the most frequently stated reply

is low interest, long-term financial assistancc.
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