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Introduction 

The   tor-   "o  L^i.ntrirtt,.»*"  :a*,;   hi'[>ifl;:t    aau,ia,*8   t-  diftVront   firms 

in   the   ui.i.iBtriiil   r" ,'tne..     f   »*:c!*'i-     '.;•-•••<, .a-r   aw   ^MI«-,'    u«í'm i Uni, 

there   us   ";i,ir..iiti'i;í'trií'"   w. :>'•-. -a^r    ¿   ('. r •     r - * ; * ; ,        «    •¡.^•JS! -'i|- 

'poai te   (fe !..•  *    *-..** r.<   a.t. -a * r ».- '  ,',:    a«  ¡ tt ,    •-, . ;,•«      .    ,, ,        j   ,-.r 

to   ©nail»-   t!if   f  ra*-r    f      '•« r,        ?        :'      i"      '        -_a   • .-».ja,     , i     -fi   >• .      ' ¡u.; 

v«ry   tr<.-%J   u f, i i • i        -  >¡>     •   a -,-   a- •.    * a ,        •    •„.   -áa    .-••-•.-tut  t .• 

8«verAt   i u.'i-   ! -..   : * . i .1   . -      -T ..-  -   e   .i .       . i , i.    *. >• , ; ,  i . -       r    . .ft.} 

or   ru.ir- a»-..' „:    -f    i   .>r--i.--t    ,       .   !',-        t.t-r   *   a..;    •  .••        *     , ,j-. , ; *•••   rm- 

ished  it,»':   ,.   rfí-i ¡    w   * >    -svi,     • - '     f  ,•. i       .*.-!•   .-r-ft. ti ,  .••**. ä i' u" 

prucefe.jfí      J       a»U   „t .      .      .  . .  . ;•.      '        *a    . :     1 „ . -..    *-,^f'(     v-      .;;.-:.;- 

coutraoi tt(f.-  wi.'.-nt-ver       .r-i  '••   .tei,,,-     :.ja-t. ?< i   . ,..•   r      • .;«      ,   ,rf,    :;.<t   M ty» 

not   Wer,   .'•• „-i., fe..-• .r<.' ;   -v    *  .•    :tr     JI-íü    -   •   .        ,     i   -t,      ¡    ;   ;a   ta-..:a«-i 

op«rati-Hiü   i:,   I U..    a¡u..t--ct .re   i.   .t   :    va   ta*;      .. «a- -r t -.i.- ¡,   tv   -•<;,.-!    t'i. i-!:;-. 

Tina   !..    .aí-.-taí!,    t  ,-    . r   *vua t    i-1'..ii.n   •      a       .t ,-aa ! r .•»!•;•••  ,i.i< s   tf-.i^y 

in  8^>me u.'esu.-r*      -r >;.-tra    "r-i.m-:.   i^ra,    ?';.•-    í<Mí'.    <M.t.:r   i.at     .. .ci.  OMI- 

tract.-íil   reí it i .--H.-!, . ; r.     .        wr;»   ha" a-   *ïc• -¿ •  W"¡i¡ i        •   vvu! ;   .-...->>.   . wi h- 

definiti v.     i'   th.-   î>;r  .      ;     ta.-t,   ,^>v^r j    ! u- --      -.-  .T'.-t.r.-r      a.a.-    a ;.a-j-n 

iiGtn.i'ti ii.   i-rtví-.ní,   :  <r •*. ¿-. r,.     ....i   "V   , • > .   , i ; a> í » a *" .      . «•     ri ¡.,,     t •   t.U; • , 

¡•aria  -u* i   ••>> np- aaa t ..    t.¡.- î   ,A. <    ..   .--a*   *it..-i   tr --.t,ai>.*.<   • r   * *,r-  , -f¡   tu: 

SpfaCiÍ'lOíJ.1 t  »a,      irúWa       .     t \    *    ' .,',  i .- r,    la !     .     '   ••    ta.     ,. -r     -¡    |T *r>-. i * -,j.» -i, t 

or   purchiAÊlUf-    t' ..MHt i.v:.        ,.    .;,í-n:'tr   •  tüu",    *    v        ..i<i-la !       4      ti,-    In.....    .-.v.- 

tractual   r\ 1-;,î i. ... .11 •.   ¿.*a     'í.Uí   l.r-,..   w .. r. i /   t'.<-   ¿ - * * «, x   .-UT,    -.I   ^.rtua 

operntioiic; <>r  ,.iíií-uC'..rt .r<--   ,'*_;'» -    ./.i    • »: ipdí,.-;, u.    .'.-fMri, i.-  t •   t»,.-   L-pi-fifir- 

fttlanB  aiid   .a.del'   tht    turiu.i '-.i   r'jír • •! .íI.IIJ'.       -1"   ti-        aii   ¡- »htr'ut i i*'   f ' i »-..-. 

Te   BU.AL   t.:¡i.-.   iif!'vr....i       n.   u^r   -.P!.    :       iv.. fi,  ¡..r   th,    t... i-n  "-.-. ,I/MH tr;..r-t ¡n^" 

ftpptìarc   tu   t>o  ».o    K>r».   t':,u.   a   ,.,-atió.i    T   .üíi^hc' 1 •   r-.-..iit,y    . t -loi-" 

than  tlutt.     it   itTo'M.,   in-'    •. i.v   t'.>     I\';U,í.:  'i   -. v;i '   • .  \ -<    l-'.r-'«    -nt-i-priu* 

concornui  witn   iuv-jhs-m,    t. .'*n  rei.-,t i- .anni ?.;.      ì*   «v    .  •ift'uct:;   th.-  r"l ICI'Jì: 

developed   by   the     aaia#ru.in;nt:.    -f   l.-u-*'.-   -•.' -.-iaria. a:   ¡•.-i-.tna   t..   t.v   wh^U.- 

quostion  al' wiat   ti....   l'ir.;   amali .••ian-..f •<• t ,r>    it.a.lf  aj. I  :i . a   il   ,"h'.;ld   arrarw?ô 

to  havo  supplied  tu   it or  named out   by  utaur   fir.K;  ui:   ; t.    •.* hai f. 



f   1,  • 

r'i rm¡;   th;;i    t^;t pi   t,h*    bro,»d> i   detention of   .¡ubnorit mc t ing   tend   to   te 

thou»-   that   r>'-M^I, j/.•    thiil,   for  a  van»-!;,   of   i   a«ono,   ar   lntr^ra+ion between 

H   i<ii'g»*  enterprif¡>   marketing a    'omple>   promet   and a   hont   of  tint«»11 ite 

:iuppl\fTf   of   i í.tTtií'  r* rid  ¡v'irt!   WM • h ar«   usiïfT.ulf'd   into   the   finished  product, 

iti  dem rabie   to   i-hifvi    the  mon*   «(-nomi-  nn.i  «'-H i   i « ri t   form rf manufacture« 

Firrw  definía*'  nub'-on * > '.- tu,,    •.-it»-, n,   the  ••;• cena    * r, ì  more  r»üiirut«'d definition 

-tr»'   thon*    ih-.'   e«-»»    the. .   ••ont .\t.-tunl   I * l.t t loriBhi pu n*** i ri 1 y ¡IP  a preci;,«   whereby 

rirmr.  Bhed  off  a  c^rl-tin amount   of  work which   th>y   \re  cither unable   to do 

themn«'lv*'>:.  for  lack   oJ   ¡<ui tabi«   faciliti*. ,   know-how  or nkiiiß,   or b*»cau«e  the 

time   tactor fruiti;-   it   n<-   e, ..,nry   for   then, lo   ufi e   the  capacity   n»   other firn». 

Types  of   au bo et >t.'. e t ijN£ 

aubc(»nt i -et ine   "í¡itv   *¿*k»   thr**e distinct  forme:     « .conomic subcontracting, 

special ized .tutironn ..-tiiiç ..HU   -•v»ft«oit> aubcon t r.totir^« 

^a^    E^onwfii1' .>uuoont rgct in»a:   Phi:   terr.    e uid cover ai i  those forme of 

nub-contracting wh« r>-   it   ¡.      onr-mer<-d  core   economie or a meant» of   ""educing 

COB te,   to have   i  numb« r oi   p>a  in   ent* rin     into a   finished  product  or operations 

needed for   sta  rnanufa.-4 un;,   lone   outside   the  firm.    The  most  obvious  GAS«  18 

where mariul>< tur*   outi.i-i*    rh»   firm   is   -heaper because   the   ¡uantitites   required 

do  not  jui.tify   til»-   luv* -tm. r.te   ne«-de<i   to  produce   the   it.-n,   in   the   most  efficient 

ciarme r.    This   rover:-   both  ci ¡,uat ione   wh«-re   ;idcn 11 ona i   equipment may  be   nt eded 

or  where,   althouj'h   the  - juipr>r,t   and   ¡¡.»mir  ne. ded ar»   available   m  the   firm, 

tooling,  öv c»-t~up --oiitc ar«    prohibitive con t-wis»    ir. view  of   the   Bmall   batch 

sis»-. 

Sow»-:  of  them«  canon ari   cit-ar-oüt and  eubcentraotin*   is obviously  the more 

economic  ohoio.   nine»,   the  --npt  diffe  « n»   is  conaidt rabie,     'lowtver,  accord- 

ing  to a omo   .,ii|;i   firms,   then   «ire many ^u^i-i  wh« r-    the  decision  on which 

cholo*:   in  moi>   economic  i.<     .ot  so c, traight-f orward,   being  influenced by such 

.lernente  as  contine   systems,   inter. ;t   policy,  depreciation     cheduHB ami ev«n 

by  Much  compi«*   factor« as   capital   availability  and   the   existence   of 

alternative   i t,v > . tr-< nt   poo: i bi 1 111, r».     Soné   ciana^'erf  of   larger contracting 

firma hav-   .(.»ne HB  l\;r an   to state  that, ». iveri <-• riain  policioB,   some  eoonomio 

atudi'P  Bhow  that » ither of  tht   H. lutiorui - oubcontractirvr  or production 

within one's;  own  lactone«  - can,   und«, r different  ci reuma tane« e,   be the 

more t-conomic.     It  IB IH-caiuse of   the  difficultien of makir^ a punUy eoonomio 



düCiajoti    tiaseü   -hl-     a    i'u!,t¡„;   .-f-r^   1.14 • t ;    ti   ;,       ,,-u.v   --u.. ;;   .-O., t'r. ¡.t i ,..- 

m«na«u.í»víU  that  it   IE ,>r#ferù 1.   f-r  fir.-m  - .-^rtic.il. rly   >u>:  tar-vr oti,-r. - 

tO    tako l-!i^~Ur. ;   r-i;   t.     •.'   Vi   -w   -g.1    t       , -.„.      *h< ;v      1--I-L-  ,    r.   .-ti       1   U'ly 

lúf'irK-í   ;M.u ';.i,;   s.    , r   f  r.¡i.    ;      -   - .i--., i ,    >r w   / t t .<   .«y.-r • > i-h  whv.-r«* 

iE   JMS     ¿"   '    "' " '     '"'''      J*' Jl !•'..'• I' ' -r    .- .¡t-T:,   .!  ! V '.   ti" 

Whirñ;    u   .      tu.n    i..*    t- 1. •, r     i.  ..       ,,1,,'   toUöd       .  • i  ,   ! 

oontr\<¡t   r   -u 

of tilt a .ve ai'raHu,,' i\ r 

bacud -r, i >w<,i ^ ).:> ,,. " i 

«avrilIT*-,,   -t"   i-w. r     v-r) 

U.í li. s   .•        •-..      v.    ,      "hi J i 

t'íVr     Iti   .   t : v. 

.   .; t : ¥        ....    wtii. pi    ! n,    cu¡¡- 

". -   i :¡ ; i t 11-     .      : i     ;-r i<"      -, t r.tduru 

'..i i :    t   ...    .. , „i I -r   ; ;H    -       .y,    .ü.-t.i.'U l;*    bu 

f -vi!     I'  '.1    .        ! j    r    í ir   ..    -, . '       th>;   ;',.;h: 

' ' •  :.       > •   i    ".I      ,4 .! ': ; .: t r'.L i V. i,1   tflilfh 

ear,   u.   •'    ítciatv.    l\cUi-   ir:    •..•i.'..] i   t-it.-í.   pr. í ;. 11. !-.      [•    i.-   -IU'K.,:!  ., <,:iu- 

tiríce   tuai   tu-,   -t.tr-.i-t iv    , rfv:,    It   r, !   •> ,   ,.  .••li   ;    ve-:, tr-c t-r.-  -.TV  lu- 

to   low*.-r   I MA... »r - •..t ...        ,-..;,;,.   firn:-     n   '.•„.•t..ri,   J ,r\y...-j.   -- i-. tri •..•  d-yy   tn.'U 

«mail   fir-t   p ,,   i-w. r  w->-     .-.ut.-   ^,-    HU      t.,   t    -xTfi., t:u-. .    l'r ••-,   tin,-   fn-tor 

ûTU   lirated  *•-   i-ani .r   ll;   i„:.,t.  j.^whi.^i  r,..;<"*-:,   .     P1-    M.;'ìt    i •• t -. ...r , .'irkut 

wid   tht:   pt-'Wt-r  ••!' '.r ; y..    M-i     -itoli -,-   r-   •¿(»ìì;   f :r'*i¡i..:   I. .   ;v:\ii.r   inJui.;trin,i- 

ist   tn   j.'.7\y  WfV%  r-t-;    .•.   :.-t tìtivs.   n;...  •:.•     ; JT>*<    fir>   il"   tiu..c  .-r>    t .  .-(.tract 

ana  retai». i   1  ,---.,r   t!i,.v   :,u..d !..   í'--I     ,-.v.¡     ;v.(;-l!    !, idi.r t,r Uil i n tu 

t.i&intan,   thM.    t,.u:\     ¡j-      -t'-r.       r>r«--t   t      •   *,.-   '.i.'îi.r   .•;:•„',..;   *!iar¡   tu-.    i...r-t.   l'i t-.i 

t<J   Cv.,up -t,a,:,i..   f >r   i.   .:    ..    -   .i tty   -.¡i:;   i.. 1 ^¡i* i - :•    :-ì>.ì ;,*   •*• >ìHì i f. i. M,, .      l'ht.   r-i-.- 

r^swiitativ^    ..f    .t   i, %;-,t     -u;   i-j'-i    i.üiuilr,,    ¡..   th-      i:it.--'i   ..üi,y(i-:,   i-i.rr.iUir- 

atc*i   tfiiK   Uv   >U' 1ì:;ì*   t. ,,:.*    M.    '-'..,.:¡j...'-Allil    :i,'jil    tv y.. 1-. ;i. d   .-v   '..'lir,    t-   ¡. ut»-,)iitr'u-'t 

wori;  ¡»ni;,   t>    l'ifn,;    -,..i"    t^.-'j. ¡il> ••••   : u'   K I I >-,i- tr>..\. !   i'r^   .   t iw-   {-Ifttit   l>i,,-:aat>< 

thu,y   h •Stì     .,ric>-i;itvTv;>i    t.:.-.    .a,\i  .?u-».'      X(. II,.!,-     t:,.'»t    . '•  iil.j.1     i,.-h   ;Kul   n--«;»! 

hir*,fl  aw\y  fr-;,: th,    t'ir.-   t->    '¡r-   .ttr i¡' -v;  -ft'' rn   ['vi-.   uvU.   r   tàrtun-u 

whn   ixmi   ìHJ.;ì,  ì»IV. it  üuur. t, «v, 11 ai   h,..iifN'.'-. tr';ci. iir'    .*• tur •   i-,   fi:-     ia¡ii    i ..y  the 

large  firn.. 

ttowcíVur,   l.'ico .ir  --ctí   c\ Ì -w^.r VJV .'.-. wl. .-i:  t'ir-i.-. i'.-V)'  >.:ui!i[.-a*aflu wa^os, 

ThiB   ¡8   t :io  f^ab- yffi -r     t'u    .; .lii.r    : ¡uc¡: trcctur  , r -vi k.-;;   ('fir   IL.II-  •u'Vrjru t lc-.-j 

or  fruitfv*   i-urn.f s L:   V >i   \¡i:    M"i-K..rt.   ti.Tj.   '1.     t-j-y-    tir.  .      I i   v<r-,>     today 

ÌU    OOIIIv.     • '.JUIl t M.  .     t...-.•!>      t't'l   ,  '•       t.;|.   f'i'i        ^•^^    !•>   -.-I:    '.    t= l.'-.i        r-1"  X' t 1 • <fl    <<ï    thfj 

wo^fyg  ac-taaiiy  ¡'ïud   t-   ta.,   w^ ri- «.r ru* i   i-ip. >:.-,-   •-.  i.(..-»:Vy   i' irUv:«      a   th.-   Irtr^o 



ii)/w;.4i/'i 

employer.     oi.iaLl  firma usually .nonage  to keep fringe benefits  to a much 

lower  figura  - of tun  no  oore   toon   the   statutory • bl ifrat íonu  of social   insur- 

ance  payments /ma  vacMi«,n  - and   : -  louonr  n,,nU:   ( por hour)   „ooo.n .   apprec- 

iably   lower   t.i.an   m   tbo   Ì ar>a   dr.,   M,.Ií;  providing  an  jc-noai,   advantage 

for   tue  y!«hco:.trar»...r,   Uwayo  aoo.umr  taat   toe  productivity   m  toe  amali 

firm   is  not  .so   1 ow an   t.e  cancel   out,   the  advaatagen  of   me  lower hourly 

labour  cost. 

Probably the- most,  important   factor creating situations  whore in the 

price  quoted by  a subeontraoW  appearr  appreciably  lower thom  that  at  which 

the  i torn  could   »« produced or the operation   be carried  out  within   t'.io larger 

plant,   is   tho  proparednecu-  of  tuo  ¡>,ali  contractor  to  accept   a lower profit 

margin.     In  nomo  caeos  thie  nay   bo nor.  i.-.c^inary   than  real   due  to   faulty 

estimating  and   a poor  costing  system     Alno    auto   ôf ton   in  small   owner- 

managed  family   firms»    .Verheads,   aanaf^riil   salarier  and profits   scoine 

intermingled BO   that   it  13 difficult  to distniguinh between   these   ite„is, 

especially  with   inadéquate   routing systems  cornetines deliberately   left 

vague  to  allow n Miip ilations  for  tax  purposes,     Vihatov )r the   reasoning or 

explanation,   H   is  a  fact  that   tne  considerably  smaller  margin allowed  for 

between  prime  factory  cost   (labour pint material   costs)   and  price   in the 

case  of  smaller  firms   in  relation  to   large   firms   is a principal reason  for 

the  economic advantages of  subcontract inj;. 

Althoigh all managers  o.f large  industrie? will  state categorically that 

they subcontract work only  "if  it pays to do so",   further examination often 

reveals  that  purely  economic motives  - or rather  the narrow  objectives  of 

saving money in  a particular situation - are  ofton of  secondary consider- 

ation  m   tuo decision  to  s.^eontract.     Host   subcontracting today   in  indus- 

trialized countries  seems   to  be  of the specialized or capacity types. 

in   the case    of  subcontracting for economic  reasons,   technical  assistance 

from tho   larger  contractor   to  the  scalier  subcontractor   LS  less  prevalent 

than  m   the other types of  subcontracting.     Inevitably,   when  the  decision 

to  subcontract  has  been  based  principally  or,  a desire  to save money,  techni- 

cal  assistance   figure as  a cost  item  for the  Larger firm,   which can vir- 

tually eliminate all  the  savings,    however,   there are  cases where technical 



assistance   IG given  and  it   a' .'till  consider^  ^w.nviic  U<  ••,.<.v.*rti ra--? , 

but  clearly  liuti  iy mostly  w i-¡n;   Mu.   ooft  diff r.-:to.-o   a-«.   • > >r,ui,.l. ! ai !   . 

Before   luuvinr   t»     o,¡.:   ot      1'   ...   e  iTrin.,'   I'r •>•     '•   ti?,.»    it 

is wort:,  dwelling -,.»   •• M^nJ   l'  r.. w.aun   *'..      '   ,        f"     • '••    ; * r.i.-t i..g   i u, r 

increasingly   i .1   ;h.   .- 1 io,   • I   v  ra   l.-.rv-     '   •.-   r     , 1   ••/..-.   l-»r '•    i-r^ 

of the  giant  -:• ii.;l.;...ra¡.    \ :\< .   ha-/ •        <ai 1 . ir     w    I  ..;..-1   ..   t   r  .-ari'w:.. 

out  practically   ill   Lnv.-  .ui   iu>t, ,ri>       ..-• r\i ¡    .;.    , • i-  1   -   r     r   i':'1!''     v  '"- 

ito.n   m  thoir   pr->do<-t   ho . k    tí    I   a.o      :    '•• ri u,    ••-.   A. 1 " - •      •• t   '    , 

management   is r-=l ."t.-juit   1      i.ru-*   it.    i   w-r , ,an v .. ,     t     uh   •-i .•   '     r<-.y  • x- 

clusiv« ly   on   Ino   ,r4^ti-n.   fan t 1.111 -. .-   r.v   , . -i 1     w,iu   -    ' ¡ r   .      r-    f-t 

the  trend   is   inoreaoiuol.    1 ,   ;iv    i'r- ate.      1    ¡   • 1.0       '     '   ^       J- ^* !''     * 

individuai   picots   >r  piv/i.-oí   nvun   :.;•.   -    .htuor   -      • '.,<•  w.ti.r.   l!.-    ihr. 

or  to  subcontract   -at.      11   i;.  oUi^vou   tuai   1.   'm. wo,   •.-v-n   ••• , •• r-.t.    piani 

or  production  unit  -   .:Vo..   though  part    ,f  a   \ • r,y r o ..ir-.ra  -   ;0  at-h    ' •   pr - 

euro   its n.atenalu,   --arts    a   suppli,.:   uri   t     I;.-'',   it;.:     ¡vi-ati^n.,  ram..i 

out   at  the   Lowest  cueto   evo.!  when   tin."   ^yr:   i.,y-pa*r.iri -  aval laid-   faciliti a, 

within  tho  finn  and  s ibcentraet i.v; t.-   cai 1 .r   l'ir ir,    -hank    r.v.  cual o.norat,.. 

This  policy  IG   usually  followoo  n  t   ^r.iy   t      -iv:  •-•.   ... ..u.u tar.y  aont  advan'ago 

but  rather  t.  oi.^rs   that   all   facili U, r  with.n   M.o   fir, ar,   ..^, J   "t   ri- 

petitivo  production  costr,.     la   that  race,   o o>c .ntract mg -.f  ar.  OCOOMC   tyno 

is used with   th„  lang-tor:  viovj of  forcing  •:• L •.   :-r »dacti-  ,    nut:,   to  bo  con- 

stantly officient  Pini co- lootitivo, 

(b)   Specialized  3uboon trac ling,     in  thin  co. tho  iarg.  untorpnoo 

gives out  work  to  an   o<tr:Jdo  firn bocauso   it   f^els tuat  it   i<u,s  rn-t  have 

adequato   tenoni ¿al  ¿new-how to   solve   tho  , lanuf^cturing   ¿rwbU.w;   lUotf.      it 

may  not  bo  able,   alono,   to draw uF  tho  full.   ayooiihoatious  Jor   tho   . L,,a con- 

cerned or,   if   it  is   able   to   lo   co,   it  ,iay   lac.   tli.   .-¡-.ilh    -r oouiu.iont   t.. 

meot  tho   spociiications.     Of curso   tuero   íiro  ;...an./  caooo  v/h.ro  i:PcoiaLi/.cd 

subcontracting hat;  aluo   oconouao  ovortorioo,   ua,¡.ly   it   1:;  :u ::•   M>TO fcmonic 

to give  the worx out.     -llover,   the   privar/  r^ ,.;  f -r ^1 boon trac t mg   is, 

in  this   caso,   tho  fact   that  tu.  S'.r>r,.ntr*ct.,r   LO •,' r..   .»^lanzod   t<    carry 

out   tho  VJurh  tiii/i  th.   aaio   contractor  wh-   m    ,a¡:.y  coo':   10   o^gagud   in   a 

different  field of  activity.     3ometirno::,   th«    oubcontructor  may  hold  patentB 

which give  him exclusive   rights  to   the   production of  certain i Lorna. 
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hi;  ìi.distry fiuvul.-po,   truc   burning m»»ru  má . » >ru  tu», .«»in typ« of ion^- 

turi f * bcon trao ti mí.     It  1«   >nt¡  of fio tahwrunt  »wlv*nt*vt«B of •imlier firm« 

that,   wh' -4   pr    - riy   vui-vrd,   •*   o o,U   ,-1 -- »t   -::*,.   i-.v-.l   :•       »a.'hor   loVul   of 

i.-ail,,  wtitt»..   'i  »OJT   w  li>IJ      t'   .. A.rií.l 1/-.-.1 1  '. ,   »   •     •'tal!.-   u,   b 1 l.iat » JAU 

whun.   t'..   I.iv.k  •••      •.    'v..-.:   H   »li.-   m ..i,-. .      :';;.:,   Jí*:¡»   t.!,.   >,rurinu^riiu; 

indu.,ir,,   i;>..i  :    J'     »V-J-..*        :"    ..-t-vit:.        .-"    -.    f   .i..iry  w-or   ,   f i-fio.*, 

vari •• .a  *..-:• i-tr.jat!    .->i     1   <•   .   •      ,      i-ifiar  •.«•"!    ^.-^l-r    .r:..n4-,   Zweifle 

machin*      ,-rït.   -.o,   , r   i.'".    •      •    *      •-    r   ,w".      r<oi-»    .  part-,   ftl i   of 

Winch   f'ar    fai!     ut      ti. i F    vt.j-.r;,      .ut¡    • <   .,    r ,,   ':f«;..3,    .t    u    p<:>aBiUiv 

to   .I.UOUíüZC,      1    •-V...   .-,.t      at,.   .;•    <-     f   VA-A- .   .T   CJU.,   î.I-      -/v.TWriui Uiuf 

ua.iority    -t   'irti vit!    ,   nc.it;        -   a'   v     y     .-,*.;'    <• arridi  •    t  •'•.    the   baiti e 

uf tucN.irai   "r. 1. w~\ -vT  '-••}   !        «îM-    .f  -*••.-  ..r     -..i   •..<: ;i . « i.t.t,.      in   au 

tnuBi;   l'iv.1 i;..    pr "i ••••! »   '    .     ¡ t:.   '- Vjinn,-  t.       idrati   1      wit'.»*   1 ar^     îridurt- 

tnal    TK-\.uaui'!.„'   .. ,v«,   .       ¡^..eniii   \Jva» ta.*-    Vi..-\-vi.    t!,.,   ..HUA; pendelt 

a. uill   a.ccualuit   fir., wiu'-..  u ,,(   ,';•   .;.*<•:. n\'il   r   fi ,xiiiljty   n.   ite   * réduction 

progr&iun.-.     i' r   .xc pi,.,   t. f- lair.v,   i\-r'••.     •'  . ..airt,;   .a a'    ourati,^* as  a 

department    T   .iivisi".   .-f  -•.  largo  '>.--'f:v.r..   1.      ft-,     f r-   i t.    ouoh   sub- 

contracting w^rk    'ütnid.   tu.   fin. t      .lui.*-     » •.;;   f  i;   '.-•a/ací ty.     ¿v-¿.-,   th*n, 

!,U'8t of Buch opuniuU.M  î ^'iliticL aro i    t   ...>.»/^i   t    .u.d^rtakc  ail   th« 

difforo-.it   tyivfj    l' '.».-r    i>    t>»ui:   .'icici  th-n    . ^   -•••  rer.irvd.     In  uuch circi..i- 

stances  it   u,  mt  our^noi..,.; t»,at oaoy  iar^    fir-te  fi...»  it  itn&noially 

advantagjo u; n-t   t,   ..:;», f.ii,.'  facilitât   -.f  t:»> >i   • '»n«   a; , a ik-eontract  somg 

of tho jobü  i.'iv, Ivel. 

In appelai¿¿cd suDCuntractuit*,   t.u, ,TMJIJ,I .-f q.aiity and  t-c.iniced 

responsibility   is parava ;t.     I.  T*OL  casor,  tv-   uric,  factor,  although oVur 

prusont,   is a BOC vidary eonnid^rrtiu,,.    oo,.i..   iar-u  f ir t vi.ac; are   toohnically 

equipped  for this purpot^  proí\;r  to !4.-».v«- all   w>rt'   ion.j t-> tl.uir own epucific- 

ations,  clai H-l(-- t'.at sisic^  t:i--   i'i/irj   pr luot   iu   sold  u.idur th^ir  trad,, i.ainu 

or since   thuy rocoiv^d tlu-  order fro.; thu custoi.¡or,  as  ti»,, oaoo   nay be,   thuy 

and thoy alón.,  can bu hold  ro31>o»mibl.. f »r  any cw..plaints fro-., th*.  custo.wr 

in rospuct of dofoctivc w rk^jiGiip or fr.il.irj  to  function as laid donn 

in the Bpucification. 
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„ar^  fuM.   t;.ât. 'i.r-.v. 1.7  1   »    1   • i< ir r   '      v   -   - • <rv '   t-      .r     f  -. 

positiv*, [i- .à^'     i   a«>>c. utraot*..      -i...    <   -      '     r..a.,'-      .v   '"    *•    '*•   ••¡•-ir 

interest   t     f >at, r   :;iifh   v-njtüa'-.,!.   wi».î.   *r,   ti-   /,:•'    -ti* ¿et   .--.      "'-..î,   w.*.u 

aubcoatruotiar wr     i-   :M>„- r.i ..v.- -1   uni-,   ..      :   i 'av    <   .tr^ti.,..-   IHM.:   J-.. 

proparud t>- th  t     ¡-..t   -ai   t....;ir    w..   '.^••.nt!   .-t.-.fT  v   H.     n...  .•.-.•,!     î   M». 

stafüKl   £î..l.r ..itract   r   t.     «-i -• 1. =   :; - ' v     ^,,     r   i:    • ...   •-.»•.*     -V   -"U-1 .   »   »u.-i   -.le 

tu   UBU  t--   -y.;/   . r  •   í;'Uí.    f   th,   .:.:-:  -.tr^i. '   r.    a    r    ui,       •••','      »   ~ 

pruvui.iont      r  ¡n,-,! 1 ¡inviti   '.   ;f>   i-r. K-;î. ,   u  . .-i !'i. • -.1 ;   ¡.   ,   '      • •   »'     »'  «   »'• 

'.wthode which   ia^   ,.vwn  ri:.vu  '.    ..n\.»:t    •..   M-   ^^   ¡-    f • •••*^'   . •    l >''x •     1'1   u',; 
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case  '.l* a í a   lar-a. c atracti.y r'ir .L,  C, -< vratt a. o von reaches tao  lüVol 

where   la«.,,  •• ns.it   t^'u.icii. ,   a j.:itl..   a a- -»tract  rr a.i  slicit  thuir 

oaiai..aa   i.:  ..AravfiH,'  -«     bi-t..   1'  r   ¿ai1----     ..-;i.. .r.   ••     riaa,.     ón.e   /'*ch   largo 

coatr-cth/ l'i:-    -s*l- ita  '. .a«    . '     - -       trad  r.   ..a*-    .<   •-• i oaookratly  m 

3¡IOWLI:,:  way       í'  -vi  c-. -     .y :    .te     i   r   •'._  <~--JSrr  'M   .:    a'   tyya-  -f  enymour- 

íntf  uq^.o.nt,   t:..     / vi   .' - ar, -     r.2-    • .<:„   .... t t,r  c .¿va:,..:   •• f obtaining 

curtain   a  "• ri aat     :aa:... 

Le,  :;.  ..   cas.:=  t       ! au-a.   - :.t¡.v:t.rL   _<tond  c.rtair.  furris  of technical 

assistance  f    t.a,   / .ui^r  i-   . c  atraca r^.     Th.;   aa^.o,   IJ T.     f  fnll  tuc.mical 

reso .ir i - il 11 v   i.v   t   -  -o.Ua.otT    r  *da,    y-aatino  oí  1.aao. icaí  coaxal tat i ans 

ar^  a  íVr.i    :'  t^"a¡.rai   a:- \; :... t aaa ,   . v     a...   fra.   f:r :  t"   t..:..  s .aller  one. 

But   thic  d, ..•   a   t  ... a-   íaa*   t ..,   iajrv-     •*   -;tr .et a- >n 1 »   ,a. w a.   u;..>yeri..nced 

subcontract >r a Ví  i     carr/       i   t   .-   •  f.       ara     rir .3   u   Woatcra ?>uropo,   at 

least,   art ¡i  t   ua,   ooi  +     oa^ry t^'.ucaJ   asti-tane  f   t aa   .y-tat. 

They ..aiutai,    i.bi   ''..     are road y   t     •"*•!••    •   ?•  .-irfa   a.d aniorstandinç 

attitude  if tii.  ^b^.'tMct.r   ^   baca...  wit.    t.cia.^al   ,r   -,I„ ,c  and  + ¿rae 

ta  the:,  fur  r,ö5i3ta.:c, ,    .at    A   t.a.   vi;,,   ti.,    •.f.-.   ; i.   -J   ai'   fat   thoir   ai..i 

is   to   find aaucatraa.   r.;  wi.   aia   .;^nai..ad   ¿a   fu.  w r    a-,:  wn.r.   such 

technical  .T-'Ol-   '   aiv  t ^  ^ccd;  a  rat!  ..r f.a.    fu   r.le.     .1«   ,   the 

opinion  .'f   .ay   ì.id striai •  .t.:   -   t .at   i. -c:u. ¡cai    .¿aistcc .  by   tao   lar^x 

fir.a  f    tb-  a.:au   • a    i~  ^,a¡.siv,   ar.d  wo.,1   io    .r.otif.^i    ;.iy   if t!k.r^ w^ro 

no  specialized  aibo. atracu ro   .uuuaU-    ,,.at   la   t   .    ca u     f> cartai.,  d„volopmy 

countries)  or  wlwr.   the   -c a: ,i;   viva.lv:.   .d'  o-ix*  atr .ctiny  is very  considor- 

ablo   for tnu   l.-ir*.   fi-u      ." i.   latter -.-.t.ati.      ui  i r  ba. ly  trav   i.i Japan, 

but   less  ac   ii-   ibr  io. 

jatvutaEtaada.-; t.a   di iddn.! 11~ -   t..at . iay  ario,   io +•.- ràatuncìnp 

botwoon  a ) aryo   w.d^try   oiib   iti.,  st^.o. b n ,1  au.c  atrart  r-:,   this typo of 

subcontract i a .:   i.,    T- oaal ,•   t..v.   -a;'    . aeti.^r  boro    -b  ad,; nati   a     f  tho 

Ginallor  ;dait   to   ti.o   ,-r.  i.et;   :ì Tiia     b  t!.v    lar\    niotrv.     It   Seo IB 

te  bu   loyp.  abio:f,i  i-    o.a..a.   ;   ••  r.    a-    ...    .ai-.--t   •.•'¡.d.ti   ut  tban  thu 

other  t;y-oo    a'  Lobe •fafa:.;.   o\a.a  f.    ..a.   »..   a.,.   ì.oiy rua uva-;,   fira that 

livcf.   t>   a .: oiatoi: tial   oXf.,;t     a • r.jrs   ;>r viaod   b     fuay.   a.aitractora ka.wa 

that  its  fortuned aia   -At t latoi.;  iiaaod  t-   tau,     f the   iar.%  contracting 

fir as. 



(c)  Capacity ¿u boon trac ti..; j :     Capacity  suòcentraeti.i,-  tak^r   placo 

whon a fir.a finds  it,   ispessili o - ar  prohibitively  expensive - tv.   do 

certain   .parati, ¡is  with m   iti   . \m   f-iCt.TUi  within   th .   t1 ..e  roqairod,   even 

though the   t'ir-'  would   :e   abio   t;   ir   tao  w r.   itself   il"   ;• aa   ti.se   wore 

available. 

This   type    .f  TU' contract ray     ft^r.    ccarE   wn...n  ar.   jnaryaioy  ritu?.tion 

arises.     This  aay  eo  due   tu  u.-if :ro~eea   fact era   saca  as  labour disputes, 

cxCuEsiVv;  ass^.toeis.;,    .ìacamo   livaKd.w..,   faai ty    .ataríais     r evta   just 

plain  bad plaiininy  resa It ira*  i -  fftr too optinustio pr due ti   .1 .. a ti.,;at.,.s. 

However,   tv.-t   ail   ca'.acity   sabceniractiay    -acara   in  cai  unpiaiino'ì   f ash ini. 

So.neti.ies  f iras de li serateìy   ta;.,     ..   far       r       riera   tea.:   th„,'  or-,   ai io  te 

handle with  t¡iv,:r     vi:    capacity  er   -p.--to  ..ari,    ¡olivory date»  t       btain a 

particular ^rdor,   relyiny -v.. z :ac.utractir. ;   t     carry      h.   t..e  urders. 

In  the  luyhiy  c.apetitivo   field   of - htai nay  larye   iut..Taati> oai   ardura, 

for  supplying  such   ite;:;   as  industrial   i •wor-yen_ratir, - .-uni trajina rt  equip- 

ment,   trie  ability  to   qu^to  short  icLivory dat-u-;   is  .ee;a;i.:a- ov.a   .;...Te  ''racial 

than  price     r  ..ven   technical   •• •< yet :ic;.   i'v.••.    tin.r ..<.;. .ally   1.¡panant   factor 

mentioned  by  ria.;;/  lai' ; ;   firus   is   that     f   tor ¡s     f  pv^-it.)     Au   a  result, 

several   larye   fir.ns  have   f..ndanien 1 ally  chaay... .!   i.'iur  .    lioy   ,a  prdae+i->ti 

and Marko tin-   and   ¡;u...   te  faster  a   -rap     f  .-..-.aller  fir a;  ci-s.ly   Linked  t 

the  lar^-e  firn  as 3uoc,.ntract..rs.     iho lar;o   ihr. ...io-iran  t-  ensero   <ii 

a one  or two-year  oasis   a cartata  ara ad at« as   t 

enable   it  te  schedalo  tain capacity v?ell   1:.  advance   la   p  t iuy  for   larpe 

orders. 

One  larye Manufacturer of trarisport  tap. 1 paient   ir. Wust-rn ¿ur^-p^   indic- 

ated that  top  ¡nana^enent  was  even  considerine; yiviay  -ruaraj-Uoer»   tu   these 

smaller  firus   that  ta.   taray,      -utra^tor will   t.ahe a;.   yh, io-i(   3.    t.    speak, 

on  a certain  ^ree-tapo   -f  tao  available  cavity  a-    that   ta.   lary-e   farm 

will  have rreau.r  flexibility   in   p.   tiny   ioiiVery data;. 

Thir   latter  typ_   -f lavati  rishi ..•   ir   .stili   'o.-   oxeo/ti- ;..      hy   capacity 

subcontract my   10  a,r:r¡aily    r,   a very  -.¡ort-tora  La-tr..     ha,   lar--   ship- 

building t'ir.,;  m  t.ie   Luri + od   Iin^b....  showeu   a tat iat 1 cai ly   t vh.      .t    A'   .Ver 
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>00 ordirà given out within a month,   3C per cent had boon  of an urgent 

nature  retinae:  the v/urr. t>    be completed within a week.     Tina  is not a 

unique  eiu&ti n.     Alt h ,u..h ::uch tocouoiqaius as  :">ert   .-r critical   path  analysis 

are  ociiv:   iti... i  o.re  and M or«.   by ..a.¡a..;j;.ie-it3 of  lar% firms  in carrying out 

lar*e   ^rder;,,   ^v.r^r.f,'  ntuutiou:    ;i'u  stiLi   wide spread  and the  ar.c-unt of 

short   litte,-   ;-.or  -.iru^i,..;  i„or^^^  3 /so tantial ly  •--  fir. .is fall   behind 

m  their  sea.!;]     a .d   f-ire   \ •..-:: of    -jedwill  and  evon yn.aitios  for   lato 

deliveries. 

A;   already luiieut-.u,  capacity subcontracting; taKos   place net   only 

when  t .ere  is    ...   avallaci,  capacity  for i-.inc  the  w.rk in   the  larae   firm, 

hut  als.   when  carry m '   .it  the '/. r< with'.:  t«..e   fir.: woadd  involve  increased 

costs  thr^.'-ii    Vert i.-i,.  payants  jr   jxpe-nsiv..   eet-^p operations,   even  though 

this ..¡ay als     u.  (oajvLr.-i a  for,.: of subcontracting f.*r  economic reasons. 

In  co;ne  cua.tri.c,   Austria for  exanple,   .-vortinie  00 weekdays rune   as  high 

as  'jO  per ce'':t  ah. v.  a^r-.u:   ware  rates and,   m  weeK-ends,   reaches   a   100 per 

Cent   mcreme.ìt.    Situati  a:   s *cli as  thos- ,.ia¿Ce  subeontr ^tmi, much  cheaper 

than  overt: ne  w-ro.     ?h.   sa:,e   ar-piment   applies   t.i  come cases when  the need 

+ ,->  1 wer    ni' ft:;   arise.; 

In renerai,    y .art   fro.-; the ocre  advanced   planning    o-cperation   .men- 

tioned above,   which  10  Htiii  û.,r.iparatively rare,   capacity  subcontracting 

IR  the   .lost   inter- itteo.t  of all  for ¡s    f subcontracting and the  ene  offering 

small   fir us the  lea-*   scounxy.    The  sühntest   fall-off   in orders  or even 

the  fai lore  t.   oec-.re  a oiaple  larje order can  result i;-   cutting off this 

type  of  aube ai tract iup;.     <%*   the  „a.e ti.iu,   tuere   is a possibility  that when 

capacity  sa be .utractirur  for  particular  types   ,f work beco .»es substantial, 

some managers    .v  aJv cat-, 

S the   h'iT'-e   !'ira  1 tuo IP.     rV 

ecu:.   ,ic f-r.eide,   an  laorease in the   capacity 

. the  s .all   fir-'s viewpoint,  the readiness 

t«    tala •a. r.oity  ,;..t'c  r. tract mg  at  ch ort a tic.  calls  for a fea d 

juggling with  ;:e ledui in.- • f    rd^rs  and   -.acalde   loading which   .:ost   snail 

industries,   ;ia,pl,   teeir  :'l ..xibi 1 P,i',   are  :-.t   abi_  t.  perfora.     The  snail 

fir.,   is     ft e .  a fr ai i  t     d:n-.r.   that   iP   c-i.i: -t   -.adertale   a.   order  when asked 

toi  do   3-   at   si.ort   o-tice   fr   fear     f  L,.,amy   it::   plac     r.  the   list    vf potential 

subcontractors '-i  t.:e   lar.',   ihr  .     hh_  resort   is  that 3o..ieti mos the   snail 
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industry taìcos en  the work and  is forcaci ta fall bohirá on  its     thor ordere 

or dùliver the work later than the agreed dato,   or,   as an  alternative,  to 

subcontract itself. 

In   capacity  G a be entracti no*  u..e   IG   the  vital  factor a..a   fallar-,    te 

deliver  the work  era   ti.'.e   is  a  cardi.-.al   a:   l.i   t.   oe   i\r^iv.j'.   by   toe   larye 

firm.     Price  is   : ft en a secundary c .sidorati  n  i'.r  th-j  lary,-   fir. nn.t the 

work nay  be lucrative  for  x..-_   3 .-.ill   ima,   0.   that capacity  sole^atrnctiny 

may be   quite  re iron e rat ive.     In  uost   r-oo.o  wheio.  v;-.r:    is wc. ted   !o  .-. hurry 

the lar;re fir-n   is   prepared  t.    ^-_ o-e¡i_r '.ML;.     Toe  ... -t   soo^onf.. I   ano  hanm-rio- 

subcontracting  relationships    h tun.  wh^r.   tr.^  lar pe   fir..,  ¡.s   ayr^.able  1o  the 

snail  firn beinfj  adequately scolarisât..-.,  not  •. :.ly  t-•   cov.r   ! * s   <v.;,ts  but  aloo 

for being available   to  carry  ••.. t to-..  vf.;-r .   in difficili   -i r "o. 10 tances,     i 

relatively larye   r,,. ucor.tr act er will   o.s.'.aii.v   .0.   ai U.   t -  assess   the   tn.ie  in- 

volved  and to  oiiew v/hat   is a reaSvuiai.lv.   price   for  * ne  ;-;,,r.-.  and  what   is 

exorbitant.    At  the  sauo  ti.Oe,   ..».any eubc< -utract >re realir.-.'   it   would be short- 

sighted   tu exploit   the  situation to     o.ooi:  since  thin  uiyht   rebounl  t<    their 

disadvantage when  work 13 Kos  ¡dentif . 1. 

This typo   .,f   subcontract m,-- 10  Very  -.-ich  a locai.  < r¡   at   the  „tost,   a 

regional  affair.     oaryo   f iros do 0  t   v/oi.t  t.- y    far  f r their capacity sub- 

contracting feorm,-  I..35  -.f contact   aid   ceotr--1   ur   aarany tías  unduly expen- 

sive,   especially  where heavy   trans;*-rt   <"sts    .lyht   t...e   involved. 

It   in clear  that,   althoyh   fchoro   OI-J   list met   i 1 fthreneos   between   these 

main types of  snocontractínyy   + huy ci^.t   uo  caydotoly separated  fro..» each 

other.     Scie  suenan tract in;1' rhatnns.n;^  nay  have  --le. ¡ente    >f   two or more 

types;   for instance wi.ro.   oay  iv give..   . ot   t    a subcontractor  beta fur lack 

of available  capacity  10  the  large plant  and because     f the  specialization 

of the   subcontractor. 

The Subcontract lop; la.lati-riship 

It   has  been   asouad    ntil   now  in   tins  paner,   for sinplicit.y,   that sub- 

contracting  is   always a relationship  between a large  contracting fina and  a 

anali  subcontract   r.    ?hj.e   LS   ,-f course   net  always   the case.     Subcontracting 

goes on   also  between  lar ye  firvis and   between  s. all   fir.ns  and  there are even 
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casus wh.ro the  contractor i.  - ornali  fir-:. and tao lar.--  fir,¡  is the  sub- 

contractor.     This,   Cr  ^stance,  happer   vrh.r.   s„Cl   fir•  send   products for 

finislun;- t.•   t.-   ;iati.,.; -UVìOI.U   -f •- lax-.  eoCrpno,, or orcCr castings 

fron the   foundry     f  a  C" Cr:.     Th.   industrial  oi;r,;otoro   is  oc   on .oplex today 

in do^i^ni   o.ui-.ru.:    CC    . o y  f.r-.s,    Cr"    n,d o •- Í,   ^, .   ao  a policy 

to bo  U' t;¡  C'-r. rract  r_  co,..  „ur.jitrac t .;rt-.     .¡^^.¡c,   o.as   uCeady  ooen .nade 

to the cas ;    í"  
4' -   lai-,;-  i'"' 

shops  that  ore   f  .ocm   f    s-e'- 

f\   ;t       >.-   C  :.lry,   for7   »   oaohino  end .dating 

toude  v;-r..   t     ,u»f/tiC   .n; oionically  tho con- 

tinued     ouraCn.     i'   Co  i .-ci il ;^ti':. Cnolarly.   a o,,e.lJ   ^ir,, nay 

find  it   «cor^.'.icalLy f:    ¡-to  -/Cantayo  t-    fv-e  or. - rderr  wo.,oh, ui thor  in 

voC    ,r J..   tic   to,,     f  ¡^ CJCJ.J   ->r  ^ar:.nt n^dud,   a-e   Cycui   its own 

facil ! tCs. 

Thus 1:.  tho  reality   of  >,u,.  ir.C^rial  situation  L.  csterr. duropo,  tho 

pattern   is vud.cprv.ad wuray   .m-.  : ..eliur.;  or  G ICC  fir!,: taxes   on  a sub- 

contracts- erd.r  wily t    o  •-.contract   part  of  it   t,   ither  snail   factories. 

Tho attitude  of Hi.  Cr-o c ,.itr-.otin.q-  fir.is  C  tCs  practice  differs.    So.no 

take  the view  tdat   tria   is u- .0  ,.f C. ir  cecero,   ao  Cn- ao   tho  nam sub- 

contractor  t.  wìi  ...   they  -ave.  to. viorh  KSO.,,::  all   the responsibility  for 

quality and  Cr delivery   x    tino.     O+hero d,   not Cue co breca  a view and 

introduco  a claune   1.   to,  ou.coutractic ;  o-r^at   t    the  effect  that further 

subcontracting   -3  - t   perded v/Cheut     rior  a;ree,:... t  of the  contractor. 

Tho reason ;-ivon   Cr the o ore  restrictive  aporoach   is the  Car  of  losing 

control  of tho  worh  "Jid diluting responsi oil it;/,  which can only rosult  111 

quality  .and delivery  prob Cos. 

Yet another  roasor. odvuiced  C  U.utin^ further subcontracting is that 

of industriai   secrecy.     Th..   0ubcontractin- relationnhip  is nocossarily one 

of mutual  trust.     cC   loCiviato.o  c\.  a  lar;;.,  firn's craor booK,   its cus- 

tomers  and  its   pr^olc...  oar.  b. •  olicited  thrc;:   ito  subcontractors.     Compet- 

itors hav-    POOI   .oiewo   to utilizo  tus  o. ureo  of information am1  sono largo 

Cms  feel   that   Coy ;u,C     on; all   Cms which are   -oi:€ te  de work  for them 

and authorize theo te  do so,   ev.c  if Cis   ir  arranged through  tho  inter- 

mediary of anotar subcontractor. 
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An  interesting sidelight on this  aspect of industriel   secrecy was 

afforded by the  stato/icnt  of one fir.-i that  it was reluctant   to  subcontract 

work to  a small   finn  if the  latter  als.1   took m   orders   f'rv.i  .'ther  Lavpe 

competitors  in  the   sa.io  lino  .. I' bucinoss.     .. :oiroro;  prjfcreiu-o  was show,. 

also  by  other   lar," e  entraci  rs  to  h av..   as  su be  n trac tors   o ..luì 1   Tiros   that 

do  not detona   f'. r  .ajru man  %  ..er  co it  of tiuir order:;   T.   any  om"d:   large 

firm and whici  als-:   obtain -rdoro  Tn-o fir is aanufoct in o; :i>'i:-c-\'vtia* 

products.     Apart   froo the   secrecy  ao^oot,   o. additi-nal   advantage  o l ai.nod  l'or 

such a policy  v;ac  that zu.y  snar ^ der. li:-.';   m   Tdore  -. r  a reo. ;ou. -¡i   iu   the 

sales of a particular product  v/oald   o.t  haw 3.^h  far-rear a m-.- offocto  oa 

the  oconu-nic   futoro   of auy  mogi,   sciali   c.bc otrv:u r.     Thuo  o  oliati   firn 

depending totally on subcontract 1..0  fr-m tho aut., juih  induairy would r.uffor 

much worse fro.i a recession  m   tao.  vouc^ uarket b.i,  a fir; obtaining at 

least half of  its  ordere  fro/:  another  branca   >f   the  orif-in^rihf:  mduytry 

would bo  in »luch  better  P'Oiti a  T..    ,;eato, r  tir.-,, uarkot   f loo tuatr -na. 

A further arsami it against  alim;a •.;   .attiple subr>;g re.c t mo; is  the 

reluctance of  large  firos   t    all: vr a succ- ntract  r t     jud^e   tlu.   technical 

competence and reliability   ,f  tu. 3,, c./.id cry 0  ocugraotors.     A oistake in 

the  choice    >f  a subcontract-r  can  b,;   v.ry  cocti;/,   if  uot   r.uriouj  in  sono 

cases,   and tao ùiam cntractiw; fir.i   that  boars   th..   orate   0,.0-oinibi L ìty 

for the  completion  .f the  • rù~r ÍO0L3   that  it  ..rirtt   a vr/'/e   LIS  ob,.ice   itself. 

The  question  of mutual  c ofiljuoo   m  a   ia.j-<r  isco.     m-at   large   firuc 

which subcontract  a great leal  ,iaintam   mr-».: ;ly tnat  th,.   "ead    Id days" 

arc long past - at  least   in .g>rth A, ¡..rica aie1   .festem Jtrvx - when   Large 

industrial corporations  kept  their  ootpplmre    r 0 u)c 00 trac tor--   in a ntuto 

of continuous  "servitud.",      ^e^m ;   th... /    o  oncea  wi   threatening \, drop 

thorn frou the  list  with the pr-opect  of  f nupcial  rumati . n  for a comparatively 

small failure  to  keen t ••  ar. /vgrocieni.. 

Whether  the  situation was  ever  as   bad a:;  o-.iieti....ja  painLi   in difficult 

to  say,   bot   it  seems that  a a- re harr* moi.s radati mich^   n >w exioto   m o.-st 

industries between  tho  lar¿e  óiganlos  a.ui  their amplmro  a.d  suucjntraclerB 

and the  former nave  learned that  <-.il.y   iy or.aumi; ^  et/io^pkero  of n ,nfider.ee 

will they got  the  best results.    They are therefore  ..-re   prepared,  within 
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CU ;rtam  li.iits,  te   .¡ff«r holp,  guidane  and undoratanding of tho problème 

of tho  s.iall   supplirò  or subcontractor e.     Tho  luuts aro   imposed by  the 

fact timi the   bi,-- c<  !t>£..u." w-r1-  n:oi.'r  -root  pressure of c^.üpctitiwn,   aro 

nut charitabl-. ..r.-Taruzati no  and  i.^t  inrîi;ît   ..1. hi ¿-h standards    f p-.rf.. ruanco 

on  tho  part     f  t'<   Bo wh     wer/   fr   t ..„•-.. 

An  oxan   i.     f what   m cnGii.ro J.  fair trjat.ie.it   m   tins  rdf.u   nship 

is pr vidc-d   i;.y  tac altitud«,  t    ..^.altuj.    nan/ K\. rtant   orlors are  n.-w 

given  t-  large   fir.ns wit.i a str m¿    v.:;-,lty     lau:,-    : vornint:  ..ayuout   of 

indenni tioe   (sometíaos     f suba tant ir.l  nature   for   lato   lo Li verier).     Soûie 

large   firas   in  ouch situati, mn  introduce   /-oi.alty ci-:-, nos   m   their r-ab- 

contracti.:/;  arrancien t., olaieiu-   t oai    iliey  h-.v    1 ,   pr  teco   thoinselVoS  in 

this way.     :k.woVcrs   . f  evui   ponvWr  si/mfheance as  an  mticat   r    f  the 

attitude tv   the  subcontracting rJp.ti/^hi. ,   in   that  £3 .^  of  those  fir.ns, 

whon faced with  c penalty clause   fr  lato delivery,   i.isist  on   balancing 

this with a  "bonus ciai'eo"     florin^  c special   pro-ili. --  f r  early delivery, 

ospocially when this  is  -f auvonta^e   *     tho  lar^  contract .r.     oitiilarly, 

sonc  firus  staU   th:.t  they aia always r^ody t     -r^t  their sube.ntractjrts 

at least tho  SM-  payne/H   facilitas  givano.,  payants,   erodit  arrangements 

otc.)   they  rxt ,civen by   their    wo   ouGtj.i.oy   ani  ovo, tr."  t.    improve  on 

thoso  torme.     Fayuonts   aro    .fion  cited   -0 a pr- bl..-n  m  subcontracting re- 

lationships.     S.Ï..10 snail  firms copiam   bitterly that they havo t    wait  an 

inordinately  long timo   for  tho sotti i\\¿ ->f  lebto  mourrai  ¡\y   tho largo firms 

for subcontracting,    Kowovor,  neat   larger firms deny  this and etat-:  that 

thoy settle   thoir accounts p/vmptly  -    fton  by tho  . o-nth  - and oven make 

advances vrhun  justified l'or materials  purchased,  pr ; parati', n     f tools or 

dies or for   tarro    rdorr ta.me-  b n.-or    -01 t   I3  to  complete.     Tho complaints 

on long du lays seen t «   bo diroctcd against  a ihw largor  firms,   including 

certain enterprises run by g vorriiaent  or public authorities,   but even horo 

a chango  for   tho   but tor   is noticeable   in Be ,0   placos. 

C.:nfidóneo d -,;s net   .lean   -nly that   tho  contracte r  believes that tho 

subcontractor will do   v, very thing   i:   his p. wor t.- uphold  the  lettor and the 

spirit of tho agreement  botwec-n tho.n.     It als    .nu an s  that all   tho details 

of orders,   specifications,  dcoigus,   information aid auch practical   ltons 



at; toóle aid dios  ,jr -vidurt b1;  the  lar.ie  fire will  n. t   bu   .,.lnic>,d   i.\   u.,v w.^v 

ur pasa   mt     the hoxiíle  . f t'urd  , artica,   ',7¡u1.'o,r thuy  bu        tuetiel   e< n- 

pötit.r.i    r     tiscr  3í.¡'.1 1   ; idu-triu.    w.ic't    ¡o;   U,  ¿h U.   t      ir»- tuie .notorial 

m   si.»« •.-   wa¿'.      . ar.'u   o 'itrv'ti     •   ihr   .-  ro-htì»    i ' ,v  -'roe*    o t r,  v.   - :;   loe 

integrity  ; f   thu  .ííMC-.UíI'!   r     t.-. ;.    s     .-,.>      r;    r  f-vt   >•   'u~  K.<\inu-.t.t   o ..i- 

pe¡tetic.u   i:¡   t:>',   3'-i-;'Mi ...     ;'.',•; t.vet  r , Vwroi    ì\i>v   T, r,,.„   ..t.-itu 

Otttotí Tical 1.,    theo    th.."    «'o   t*i.-   .   •-;     üd, re* ?ui i i„ -   .o-...,'   ¡ ."   o . « , -t i .i..    lothutlt 

un  ad^livur,   let.     r •!.-•]. ty ..too-ro.     ce o\   u   ti.  r    ir, ,•-. .ov •.      f 

oxtcrtuat i:»,'  ciri'    otóme,.,  Tr    . .i,'   _x  lotro-i,   i-.u uov  i1 \m- ,. i.;-_ie.  neu.  uc^n 

an abuso of  o ofrio.o-u. 

Phu  ?.tt..¡n. t   ;.     tai-.   li".',fut r;  odvar.tv^     f o<   .-.-   mf- r..i¡vti^ n :*nasuJ -m 

to  it  -»->  a aubc. .ítract.-r   lay   oifrd   e •: sdì   iad„etnol o üi   u ctu   Ue,    rary 

benefit.     In   tlk.   L< iv:  re,   ¡i   wili    i.oAr ,/  c ol'ileru:   isi   hi.   ,e   tí.,,   juvrt     f 

all laiMv, e ¡«tr^t-rs wo     [¡leti;   level   ,   '   "-n^vi.n"   botwuur.   thoooedves 

te  "blacklist"  tii  s.  wa.    ¡ o   u; :   ¿..  e.oe.   .••v.r-i, iC; I.     .hue/  l'J't'u   filoso ¡acintaiti 

contact   even   wit!.   thuir  (1T,' t^i i  o-   o^ut  re   t     Vü.üV  tout jubo ntract,>rr, 

io not   benefit l'r . i t'uir   :ai. e-rae* ICUL.      c,,ro  hav--   ouuo   casu.T  where   speci- 

fications,   tocuuoal   i-te   L' iwi.w i.    r u^o,,  t   •. • -,  --ivea      .1   f r  eube.ntractmg; 

purp JSO ti hovo  'ojn usui   ! : t ^   i .be  ^trechr   t    ;>r. lue,  a e ,<,v   .'i' tliu  i tui.i 

xn an offert   t    l >>ISF   t ,U   U-i'(>   ihr    I;.  - • .<.  vmy.      i..    -  tbw or.eeo   Lh. 

small  firtJS   or v.;  ;>r E^OIV ! i.    this  w.v,   eut  f  r   ;ach .*uu   tiíat  ..au,   eo..v\jral 

otliore  nav„   l<st  tneír »ubc--ntracti.¡ ; rk sat.iut  ac!u„vinr; air/ alternative 

componsation   fr.h.i  th- actiuí. 

Soluct i >n   -r  o, he jitracA- 'r;a . 

Tnorj aix. s^voral   fa.ct.rs  tíiat   influonr.  the oolactiur. -f subcon- 

tractors.     '.'   i   t'iw   Last  i,ip.-.rtant   Ì3 tao . rf;a.izati<>n within  thu 1-^rgu 

contracting   fir.i   ttßv-lf,   which   'lay   reflect tho  -listinoti >ns botwuon   tho 

different  t/,'-;i:.     f  jut¡n. ritrae t ¡n,:. 

Sceau   lar.n; fir.--   havu a wui 1- .r.;a,ii ¿ed c^utri.ii zad   .»urchasint; division 

staffed  by   tuc!u¿Ki;d ly  qualifiel  ^x.-jnonc^d   bayuia,   ^tirchacm^ agents -r 

procurement   nfficu.ri,   an th.;.v   ar»-   vari'-unl;,   oalleJ.     3^,ïuti,.iuc  umh  deals 

with a wide   rane;.;  •. f  t Was but,   i,i     ther c^.r.,   the,/  .-.a-v.   B... cif.Lizuil  in 

technical £ri'u;i;;  suoil  as oU. o tri end, oeonrw. teal   ,<i .;in<j-^r iru; etc.     in such 
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a  .urcl^u,; • r^auizaton the responsibility for  subcontracting may bo 

al'moUd  ,cc rd,,,,-  t, the   socialized responsibility of th» group.     Thus 

tu.   Bubonlr^ti:*    f , ,cch,.u.,.i ;^t «,,!« naf.rally bo ho.-llod by the 

1., ., ,-,  ,-  - -,  -1' 1     f r   ,;ochcuucal   itomEr..     raen an purchasing    ííio.r  --r bu-ji   1-^ ...i-i- 

arra^.ont h,v;   fu.   adv.,t^   ! h:,t r.  cl,;or relationship and a con.non 

technical   1^ a* a,v,l, .    «.Iwo., th. lar«, fir., ani  , .-up of  subcon- 

,,   4-, v     .- r  - -rj     fr  -  tine   x. tiûivj t.  the engineering, 
tractors.    ..1" :-ur-  1 v;i ,      - i-       "   - 

wi---i   n    --  *• -•   r.—,.;  :,i.".y 0s->   technically specialized technical   .,r 'i.j:-i.;t:  .nvi.i.n,   ,.~   ,• .-   f----      -./ 
„,-   i   ...      ,-ir    i^tt.-r  abh.   V.   aortas t.io capabilities of a 

,.    ,       ,        +,.r+r-T't.    •i'-ir-   ¡/i.vL   th„ro   arc   fewer misunderstandings potential   nabc,-i:troft r .-n.« T,.      ,L .u - 

on   ordere  arid   r>.<.;'iirv. eot¡e. 

- ,,,-,11  T-i -1   rjrrhasipi"1" -rfc_ 1 i zat i on maintains in   such cirt;U(.ict;-Jinoc   a well-ru.i  ,j.ircaaoii~,    ¿u 

+        , t     i.i     dita  -1 fir.is in   the r^n.n   and oven scmeti.-ics cards or accurato  up-w-aat^  uai<~  - 0 1Li '-lü 

filo, indicate w:.at th., =r-   abl-   l   — f-tur.,  wh,t „^ration, they con 

und.rt.*. »a ^rallj- ,   ^ -   ^tu .,. th- «- 1«  ~—al, ita „anient 

arid >ts  r„?ut*ti„„.    3,,.,.  lor« fu-..,s, dopendont t,   a groct dojroc on 

Bupplt-r» »d   -be .„tract..,.,     «v v.ry co^t,  rocord. -,n fir« ">-<* act, 

or   potentially ,U-.X Wl,   -   »•'» «*««"»-•    ^ "= »"'O"1   MrTOy» °f 

any fir... ...l-.i*; •-   >- « »<^ »• -• o^«»'"«*"'  ^^ dctaUS l""<,d 

-    , „,,.••,      . i  — ---v'^it-  w-~>rh undertaken in  tho on  on-tho-sp.t  vi-:it aid    liscussi,n,   ,- -->-?• —^   »-r 

•   „  i     r .-Mil-   nf V;L r'.-.ers,   impressions and   in- 
past,  r.iar.^-i-.l 5yoU:i3,   iuvol   ,1   ^iu~ » 

P   f ,   .,  ,,.,,-...,in,r     irbour reie.tiuiis,   financial   integrity, formations -<n   safety, a. a«o..---.. r in*,   i-i.»"* 

pl^ninr a»ot.:.,B r.A f,      a.    -crdo  ^  *>;*  ,f all   subcontracting experience 

with the  nr:,(  r,l^,;   t    ,-rfor.^icu,  delivery dates»  quality  as wull as 

prices  T-'ted   ).. e  ..;,,ai-Lsu. wi tn -u,r rir..is. 

All  tl,o^ -1^: „uut  —  purc:ia,int: anil   t, choose  a rolir.blo  sub- 

contract r.     o-, th.  .^n;    f   thu  Li:f..mp.ti.a in th.   records,  subcontractors 

mat be  rat.d   su tn,t fin, with t- ,  rating are   first  choices,     tfiras  with 

top rating rcu.  -    :ivU.:   W-r..   withmt  tendering   .r recouro.  to  special 

,,llM.-    •-    V'ov do--artmonts.     Firas with lower ratings authontativ-    tir"  w,i..nUc,r.   ^    x.^.i  a^..<a 

aro ,nl.v given w.rU inter ntteutly   vrt-.cn  t p-rankins  firns  aro not available. 

Orders  to lowor rating  fir,.is  ar, subject  to c^.nittce approval. 
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Not all largo firniB arc as well organized and sono  arc  content to  leave 

decisions  to the discretion of the purchasing pr^up based   ui  personal  contacta. 

However,  practically  nil  firms have safeguards in respect    f competitivo 

quotations   for work above   a certain fixed value  and special   procedures   for 

approval  of now  subcontractors. 

In some engineering firms capacity subcontracting   is  tauen away fro.« 

the  purchasing    ,r pr   oure,toot dopart.aonts.     The   reinonsiUlity f. r   Una  is 

given to  a special  subcontract u; gr up wit an   the pr faction planning  and 

control départit.     In this way  sube nt.rr~ti.ig    .f ficen; with practical ex- 

perience  of the   w.rk   to hu  ,:iv.n    ait   schedule  tuo worn   t.- outside   ^con- 

tractors  as t'uu^i tu.  faci Uli.s beirit; utLliz-i w.iv   a. i extension   T   tlu; 

capacity   ,f th.  large   fir..i   itself.    Thooo  cubentrootin,: ~i ficurr.  „«aintam 

liaison with tue subcontracts,   iron    ut  difficulté   and  ensure  effective 

follow-up  as regards  delivery and qualit;/. 

Moat   largo  contractors cintai.,   a raster of approved firms and claim 

to have an understanding  attitude  U wards   those   firmr,  w.tlun the  approved 

list  which fall  bcl-w acceptable  standards   of performance.     Contractors 

maintain  that   if a s.oail   fir,.,   which  has perf.rued satisfactorily   in  the 

past,  slips up  on delivery or cruulity  standards     n a  ,artic,Jar    -rder,   they 

would attempt   to find out   the reasons  and   ,f  tlu,  situation  warranted,   .nicht 

try  to "pive   the fi• a rest"  f, r a  limited  period  but  wo,.Id definì toly not 

"black-list"  the fir.a,  unless  the failure   was repeated moro   thou   once. 

After two  or  three   such  experiences,   a firn might \K  dropped to   second or 

third rating.     Of course   the .foratini ,.f  such  a cysto • depends  on the 

availability of qualifica  subcontractors,     liany  large   fir.,»s couplai»  that 

when work is  plentiful  ,r urgent they have  t,   ne satisfied with  subcontractors 

who do not reach the highest standards. 

À special difficulty arises when new  small   firms   try  t- obtain work fro:,, 

a large  firm that already has   its regular  subcontractors and is  satisfied 

with them.    Certain  larg.  firas ad.nit that   the./ often -1.   not pay  enough 

attention to  the dams of newcomers  who satisfy minium conditions and who 

seek to  break  into  what  amu.uitc to  a sort   of "closed  sh.o"   ,f subcontractors. 

One large engineering firn in  the United Kingdom states that in order to 
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widen  its circles of subcontractors it  keeps  some  simple orders fcr now 

subcontractors with a view to trying th,, .ut.    Those first orders  arc 

critical.     If porf:.r,^d satisfactorily.,   the  nowconor ca,i  hope ultimately 

to rocoiv.   larger  .rdors a.tfi finally bocuno  a rollar subcontractor.    Sxcopt 

when  capacity is  in very short supply  in a district, unsatisfactory per- 

formance .-ri a first trial  ,rdor can postpone  indefinitely the hopes of 

regular -uLcoiitractLri^  .-;^r.:- 

Subccntracting ebechary>s 

uno of the „¡.tlv-ds which is  arousing interest as a moans of expanding 

the volume  of subcontracting is the subcontracting exchange.     The   first 

«subcontracting exenon^"   (^o^^j^^^U^^c^ wae sot uP in Bordeaux, 

Prance,  in   156O.     Lr.t.r a network of sue. exchanges was  established in France 

and,   with French assistance»  fivo  exchanger, were   sot up  in Spam.     Similar 

institution arc als.,  t„  :> -  f^nd 1, Lclgiu.,,  Denmark,   Holland.  Sweden  and 

the United Kingdom and corporation  is  ucm;; 5iv,n to   Getting up  exchanges 

in Grooce,   Israel,  India and Turkey,   as well  as  in seme  couth African 

countries. 

Stated briefly,   the  function of an oxchango   is to  bring into  contact 

enterprises which want  to   subcontract  out work and those that nave the 

capacity and the ability to  carry out   such work. 

Despite the elaborate  records that some  lar-e firms tamtam,  they 

may be at   a loss to know who can  carry out   for then a  particular  operation 

or manufacturo  some  exponent.     An exchange  offers help both to  the contractor 

and to the snail industrialist  looking for work  to utilize his capacity. 

Because exchanges work predominantly  on increasing capacity  subcontracting, 

in the united kingdom they aro usually referred  tc as   "capacity exchanges". 

Often all   tna+   is needed is ao  information   system whereby these who 

have work to give out  can  locate those who  have   the capacity and  equipment 

tc   do it.     This  is  covered te ¡¿one extent  by the  issuing of regular bulletins 

1/ A full description of the operation of  a "subcontracting exchange"   is givon 
in the  special paper on the  subject,  "The Subcontracting Exchange",   by 
E. Edwards  (ID/HG.41/9  - CD/PKE( 65)ll) -See  also  "^^^^'^ 
Role   in Industrial Development",   pages  36 and 37  (ID/WG.41/2 - CD/PME(69)4). 
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or registers by  organizations giving information     n Ihroic,    a   *h, i r equi,.»mont 

and on tho  work they  are prepared  and   ab] v.   to uni.rtaK.    T'o    '.ji^Knornv 

industries  ..sscciaticn  and   its varies   r-_ M- nal rTvups   1:1 t\*   'im t.,-J. .oin^h 

issues a handbook of   1 t^n^ud .¡reduci 0   -jid      1 •) .u>n;t    !    ¡'m •.    N,   o   uif-r. vii   .. 

on available capacity.     ¿.1.   mf  r.iit 1   :.  io   alru     :iv...      > wh: •   fir..:; or- 

ablo   todo   on the  ban IB of   .-aot   .jx^ru.-ncj.       ;.w „v. r,   tbi     1.. i' r ¡at 1,11 fi- 00 

not usually  indicete   oX'.c¡ !      !i <u  aooo   c.pr.city th_r..  1..     vm L ~h h    «n :i   -iv,,i 

period or  any details   JIì ca cris.     Tin.--   is ;'    ¡attor   thot.   lúiil   liar   * •:   i»; 

followed up by   a firn  ia'ùim' t     contract     M w r   .     Id • danP'nr-. .¡on,' 

Association  in  Copenhagen   and ta^  Sw^òion    .•-UJ   '*' -. d'act .rem'   Aus  oioti^n 

also   put out  infernatioo    f   tuie   sort,   hut   ap, arentiy   uich^  ...a       lUci * oJ 

information on   tho capacity  available;   ihu* ,   th.;   .-orati -TIR     f Utes-. aS3 -c- 

iatiens co.ne closer  to  tli.so  :f  an >.x-:;^^ .. 

Sor.10  thought hae   \w.\  çIV...î   io different com.trien,  ne tally   m the 

Unitod ¡iinrdu..!,   to tho, „stablmh ,ont   of a lar-, c.oput   n/.od   informati^ 

centre whereby   firms   would   bo ablo t     obtain   infornati •'•, op.u-kly     o  l'ir, m 

throughout   tho   country that   ceil  carry    ut     antiradar   nuboi.-itract m,- wi ri<.. 

Tho   Ministry of  Tedinolo „/   i.i Loud n,   f. uliru- tin i   to.    íattv.r dotnuaod   f *r< "»«-f 

study,  sought  tho help  ..f  a wuli-hn-wn   fir.«    T c o.oultaotc.     T'ho   f indino 

of tho consultant fir 0 var,.  that   there  did   n !     xiot   1.1   th-   i'mU-d  unpi m 

sufficient  dc.iand f..r  sue!,   centralizad   inf >r:.iat 1 ;.•> ami   t.lio.t    in.   ..-xml m,; 

channels were adequato, to  cUal va th ..ìost <>f  tho  ¿rollouts.    The fi.   lag«   -ae>., 

to show that, subcontracting c;xohongos   aro  particularly   J3^"   I   f-r   - Iviiur 

capacity subcontracting problems,  that  is,    to  .leet ooiui-y-oncioj witi. .;',  rt 

delivery ciatos.     Thoro 10   a united  fiuln   of wer*   f r  exohangob  having   the 

technical   connotence   for arreting fgeeial i ¿od c;. 00, ntrroti..  (   but   th,   c irvo.yti 

shew that   in tho cours,    f  tino,   after an   initial  contact,   tho  larger  fir..ia 

maintain  their  relatione vr. th tho specialized aube itrrxl. rf   vatho.it  I'urt.n r 

recourse  to the  exchange.     Special situati.ee,d     arise   ir o   ti..;*,   t- U:.H., 

for   instance when a   largo   new complex   ..f  md.ctrioc d. vhl   ..-   ir.   a.;  oron  and 

needs to  establish firat contacts with p -tentiai   subcontract  rv>   m the 

district.     This   is what happened  t    tho first "cubceotraet i..,g   échange"   f r 

tho  Bordeaux area which,   after  several years •. f  n.cc.stirnl     /oration,  ouosud 

functioning whon tlu-   contacts  it had  hulped  l, croate  dovei   pud   further 
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without need of an  intermediary.    After a ti .10 tho naàn assistance that 

such exchanges can offer  is t>   facilitate sKrt-n. tico  subcontracting. 

Subcontracting through excuang^o  appears  t    be v^ry   inch a regional 

business.    As  statai carl it r,   oost  largj contracture   indicate  that they 

prefer tc deal  with  fir. .s  located close 1     their fact  ry  l\ r reasons of 

cost,   transport,   c ntr 1   etc.     Thin,  olearia; heuse  functi-. ns   ,r subcontracting 

exchange© would generally  w.-rK    .amly  0:1  a rogi^.o.l   oasis. 

This  is   . articolari;/  b«rïu    > it   n  the  ...porati  :i     f w,no  ~f the  successful 

subcontracting exchanges,   that  at hancy for tho eastern region of Prance, 

particularly the provine.:  of ^ rrai-.o.    Thir  ou be .¡trading exchange has  not 

only survived but continuos t    pia.- r. succ .ssful  r lu  bu cause  it has bocouo 

rooted   in  the  regle-nal  organizativo    >f the   „o.pino^rin ;   industry 1.. f th ¡ 

province.    The direct.>r ani '110  3...all  staff have  hc,,.!c  accepted as  a place 

to  turr.  te for  quid: a^d aoirate  inforcati u a.vl advie^    .1 whore and how 

subcontractmg can  be ("íVOíí   -ut.     h  r.   1,.10. riant  still,   fr;•>'.. the  point    >f 

view of the s.iali  subcontractor,   th..:   exchange advisee  n.-t  enly where t;   find 

work,  but  also how  t    na:,  and  present  estimate  an-i   -rendraily pr-vides  iiolp- 

ful  advice and guidance  .AI  mter-industry relatif..;. 

The  a¡¡i.-unt  of work  available   f r  sube ntracti«. -  and  th,  readiness  to. 

put confidence  in  an  :oúor-. ediary nay vary  fr-.u country  to country and fror. 

district to district.     Heviover-,   in al.iesi   e very district  with a reasonable 

base of  industrial   dovei • pi.lent  - and thi.  applies ais^  to ¡..any developing 

countries - there  is a nood for uore  inf :ri.,ation on which firms exist and 

what they ar^  able  to do,   ou their reputati  us for perfuming to specifications 

and on  tine,   and on  the capacity they have  available  for w.rh of different 

types. 

This need was ever, moro e iphasized m discussione  with large  international 

corporations engaged  in sett in;* up manufacturing facilities  in developing 

countries.    Largo aut .aobiie   .• anufacturors have  surveyed certain developing 

countries to  find out what  a¡. unt of work culi be undertaken through  local 

manufacture of c..,.iponents and the carrying    ut    f certain  pr ¡cesses before 
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©¿abarking on oa mvestnent  in an assembly plant fcr vehicles   i.i  that  cu ontry. 

Largo radio and televisión aanufacturers  facci th„ eauo  pr, blu:-, and als.   firms 

underlying ma.rtani  du vol..;-.. tent  ;^-i,cts  ecu an  tu;  c uiatrucl i on .»f  power 

plants,   cho.iical   factories  ..a- • th_r  larae  md;.3tn?l  -nd^'i ahra-3,     in  al 1 

those   Git.uativ.ri3   the   fir.:is   concerned  have   ;,con   prw3 3e.d   vy    -.. Verav.itfj   U 

manufacturo  os .p.eh  as  ^.kai^u   a.   t..io  e   .til;;y  a..l  t •  itui:.   a'i   tho   facil- 

ities   •-•/•ail-.ri o.     -i  v.     ;   i,-„.~.  lar-    caconi-..: naintai     that   in uany  easos 

those  whc  handlo  the  aegutiatien.3   va   ! ho    <:>T\  ,. f  Lo.   i. .-Vol.- eiey e    :itrio3 

do  not   fully prasp  ta-  d: ff icv.lt i„s   inherent   ir.   Lu.-   pr "lue ti "ai  of a   ueco 

of  electronic  oq\iip..ient,   cri  autori .b- l._   er  part   -f  j. ,,u    co.ialex  chouical 

plant.     Thv.ro   13   ta,oref.ro   a tendency  f r  th~3-  ,: .Vorn, .^nt    .iTiciaìs   te   point 

to  tho  abiliti^ vor 1 f their   l -cal    :.,trwr„iuur",   and   1    clai.i  that 

ca..  bo   performed  1 ^r-'lly v/ithcut  havinp;  any a creator part   .f the     parati - 

definito   ruf- r.r.ati,u:   .,.  what   t.ie  roal  capati liti 03     f   1-  aal   e.anu facturera  aro 

There   is n.-   doubt   t .at   a ,i..-r:  reliabl,   inf reati-u  syet^n,   Riviri,; detailed 

data   ni  tho  existía ;  fi.r.".is  and     ri  their  ea.ciL/ c...d   ability ¡   will  help 

foreign  fir-ns   that   vocally nave  to  er-pe   ihr.^-p. cntly  trial   ana   ;rr. r   U 

find  nanufactur-rs  atl~   t-  oeilaf-rati    it.  their pr--da e ' a. a   pr .-¿rar.iries.     Thin 

is,   cf  cvurso,   1;.  additi   v.  t     th..    I  leS+ic e.oei    f  ih.o.   e.,antries  t-   prAude 

clcarmc houses  between   l.,cai  uannf actarers  -. f different   t-ieo:--   m order   t. 

achieve  a buttar utilizati  n   .f exietmy  industrial   facilities thrash a 

gro at e r vo !;.;.„    f su be -• n t r ac 11 ny. 

C one 1 ud in^ R e • aar k s 

There IP U.. d, Lot  thao  the  less  industrial  traditi  a  in  a country,   the 

less  evident   t!;--  at.-mephero     f :.iut  £.1   confideano which   13  ossontial  fjr 

ostablisam; healthy  subon iraetm •  re 1 at ion mips.     '¡"a.   lack  of rmtual   con- 

fidence   13  fur tiler   influenced   by  the   absein-  - f ace.   1 ,• »   ctandardu   in  renpect 

of  such  vital   fart  re  an  ^ahtVi   deliver-)    latè3,   fi..a..eiai   transact 10:13  et<- 

For  these reasons   :f   is    aoLx..oiy   taat  any  s .ac- etrae t i,lf-  oxchaa,;-.    r  clean ne; 

house   that puts  tw     firn..-   ir.  e-, .»tac*   and   1   av.e  L-c .   t.     .^.ptfit,  e .ntraete 

between   tho.nsi-lvec  vanii   , lai y   a GL-u . f ica..t   r   a,-   :..   ¡   v.d-    :a,;  •:• untrios 

uniese   the  lar.:-   f^r.:    r  e...¡^   pubLic   ír.r.t it < tra-   -.j-.  ready   b    t.v.e   th-.   \A,¿- 

tcrm view and aa>.  préparai   t.  . ff er t-uiac-ìce,   technical   ac3istaneo,  and   t» 

evidence a patient  nel a-fui  attitude. 
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It is -¿r.bably true that 1:1 th. final analysis such a dovclopmont depends 

moro on thu lar¿o firn than on the anali .nos. Son, larg* international firr« 

aro pr.p^ed t m,, t Bubc:r.ti-acti.i¿: as th. price .f ootormr into th. market 

of a dolol .¿i-"-.- entry a^d i ".chi.v. th- 5. -i-will 'f f.. oov.rn.,cnt and 

industry f t,.ct <-.a..try. Man, lar.ro aational .atrepr.ncmrs LU thu devolving 

country ar, still rtru-liru; t<- achieve ni.;h,r stanJardo f uanagoncnt and 

tactical   c ......-.ac.   eu.d  a.     at  r ,aly  t.  adpt   oucu a i ^-toro  ?• xnt  of view. 

A fusing of insecurity,   a lack  .f trust  in   th.  snail fir:,,   and a desire 

tu bo «.aastor    f his  -w«.  hous." .ft.a   load larr.    .anufacturors   ir.   the devclop- 

ing countries,   and s^ti,,JS  als-  1:.  ta.  advance  c; untres,   to  rely on their 

own faciliti.,  as nach ac   th-y car:  caid to ^contract out work :-nly when they 

have no  • taor  alt,.rnativo.     I:  s-ch  situati:^  >vorn..iont  assure  - and oven 

co,pulsioa - ,,-vjr .May a r. 1.  ir. ca^m, this attitud.  at Last  t,   overcome 

a difficult   ohas.  xn the development    -f such relationship.     In the  lon¿ run; 

it is only  if saall firms  improve thoir standards   and win .ver the  confidence 

of the  largo  manufactures,   that  subcontracting will  olay fully the role in 

industrial  development that  it deserves. 






