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Introduction

Among the reasone for the trnadegquite development of aubcontracting in
developing ciuntries havine 1oth Tap e-sease nduetries 1o approjrinte lines
of productic: ol o oEradl Looc ey sector cgtesed o comp bementary activitiern,
is the fact vt loapes fipes o000 VT S A triity o il e terirtees te
meet oxictl. e reduiro e tnowr o respeet af oty toioriace, tite of delivery
and pricing, aad, e B o result, colln Beey boprearestive aubeontr ot ors,
1€ they doy, *roy e oot 1 e adeduoe e ot U o o L vl -
able capacity, "poorciiaotiroo, Pt toroLiatiiity f AU o terprives -

a asituatiny which 1. cie” proviaient o the

-~
e
1
-

roaTbrie s,

There 1o e deuabt thar ey sroal oo be tri 0 tariishreats 1o the de=

veloping rcountrive ¢owve aelther tno ooty e teeh -l pnowledge nor

o

the skill regquired to rable then ¢ poptiol wte te oy appreciabie extont

in the production rraeraemes ot the

#
s
4
a
s
¥
Cad
i
e
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o oare evidently

a nunber f simpl parts (e cxneart ol oor o and tupee, oorl oconrire, apring
brackete, wtr-,  whish =10 Sralletture oWy Rt prot ey oy qy o srdinary
gmali-scale crterprices; atnoud the rpoductyy o sob gt P pren ts
relatively rmall amourt o7 cabnontiactioe v, Lt e v e he ereypnyed
and expanded,  « i1ty production of coree coroiox orte - whiaer account for

a substartial vilane of oot woprt - e e for skl oapd cuipmer vy and
sometimes for apc-inlic tions which ap 00 Aiw ye jreees b ar amtll firme,
However, wit oprcper enunseliing, tr iviage ood firweid aesist nce, miny of
these couldl reaeh teve s o - TIINLer ey iDLy then dter arto subeor tract-
ing relationshipe v equel §ortrers - froe torhire sl o maragerial viewpoint,
though not frosm r cconomle cre = to the Laree firmes There ape aleny in

many developing countriecs, modern and officicrt =.ull cotablishmente fully

able to serve as subcontractors, if nuly such cpportunitice were given them,
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raeir o effyoaen oy A k frond Coapeeyt g deW o eoterolines, o
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importance of the role which such centres should play in the field At gup=-
contracting and to outline the mairv. measure: whiech they 8iould tike, on
the one hand, 1in bringlog vorether derond sad cuny Ly or subcontracting
work, i or the other tvind, 10 uperading and modernirzing small-scale sube-

contracting unterpriseo,

Cleariig liouse lMurctions

In some developlry coovtrice, o il ot rcoure ad even of i ps
of extensior, ~ontres cotre il b ol Rt L o oot pargee 1adur tries can
gubcortruct ard that trioy 2 o oo wWItE L jority ot tre country
small—-caele o tepprisoc. o, ovidertly, 1o oaot the cooe s The aperauons
of sorme Larpe inductrics b oot Lona thopnclve . te suberntractic,, any
gralleseulc industrice will - wver % enlied apess U work o subeortriactors,
either beecaure *rey are i sremod L ety ties enontierertary o those
of the large plante, 0 heeonaes AU et Lo of coceializatiog, inadequate
skill ard oguapme o, oot Loeatros ol other e oo,

Thar setentlool sgucoortrwet e 5
madc Know., when rojuire i, ot bro e tenctaro e e tnadequit o Knedledgae
of tho subcontractine rwet o1 b crwetrice, dadie triel oud develovang,
an conthacle ta 1tr oo Tl b i Por tioet peasor thoct cuboontractings
eXChanmes nave beon 80t 4P 10 oo dndeotiidl o coustries od e belng
planred 1 somc develn s anmers Whale b full=tie fvd - xehange sy not be:
needed in me o1y of the lotter courtry e, come ol ricg b aetivitien may

be reQuired.

The resporoibility for o oottior ap a0 vehage or 1or wndertakling
clearing housc “ectivitics ¢ b Fsuncd «1ther by private group - an
employers' tuderitinn, @ shaber of corcwrae and industry - Ar hy an

industrial oxte 181on coertre,

el be lacr ittt el e e canebilities




The former would be o very decirable devolopment, tince federttions
Ay chambers, copeeltdly those which e lude iadurtries of all o elzee,arce
1o prartiewlarly pood Tetition o nnesy the - oources of their members
and Lo meetl thodr ety onTreever, ey e aay ettt o inducstimalicts,
te, o oppeater oot bR LR IETE N IR S U AT A R R Tie fiwrl pi, LOWOVET, that
i omoest deve Lot ool LrTee . sun ety st pretery Lor v Y iriety nf
reasons, o cosfice thear aetivitie teocpotenties the antorosts of thetir
members, eathor faor oo promttioem tre Lroobevedopnent, Jhue, dtos anlikely
that many cnob cpganratios o the deve Lovrg countries wondd take upor

themseiveo tho cubtibisohoet

o

speritioc ot cnneont ractiogs oxchivgres
A1 the provision o oboapligr oo Services = thowrl there are oxeeptions,
for inotanee 1o the coere or oods nd Tarees . ©the tndustrial countries,

cooncorohip by o o loyoroet foderatyoon the rulo.
. oF

Tt ie therotnre prebatie thixty 1 toany 1Eonet Coct teveloning countries,
the prouwctiog of ubcoritractine wviil toove to be taken up by andustrial
cxtension aontrec.  hese are o oqually well pleeed to aaortke this o atke
They are 1o delly contact with oo (1 eetailionmente, wiow thelr copabilities,
noutlly ooy thenr tractovowebeoe U porpect of the arcer coterprises)
the fact th ot thoar Lot sk ae tooprovide toohmiasl ncoictance 1o further
roacon (or thvir nwoivenss b ubeontriae tlngny 1 VW of the intimate
relaticnehip betweon thes  two Solivitles, = 1t the saope ol subcontracting
Work in the country oo oot o tity the cetablishment o1 ur oxehiinge,
elearing house turetions shonld definitody bo ascoumed by the centres.

Sel roodn the ooy sl on boe subcostractor is @ characteristic

[}

of the systore v oder the ctreon of neik—loaa eapacity conditions,

v lare indutey witl review,io enrcfully no nossible, the tcehnical and

AN
P

S nploycret foderatiore and chambe °s of commcrce and industry are
u ually reluctant to provide tcchnical assictance.
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other credentiale of n would-be cubcontractor, and celoctieity a torpen A

price, managerial wbility . ov credit-worthireee of the oemolld crtre-

proneur will previail i omeet @ ther euaes

i\t:y ey oo traree Ll s Proacoringt tope thor ot ol feen thie Loares
firme and susnly Ceor toe 0 0d Gt ororio s L e b progoed vl ctively.
The ope ot ‘ Coe o ARRIRTEES A o cnorred with o the
promotic  f adboestraetine Wil ave or ool oomarel bl ot ien towarde

(= . O Y

the cortractor whor heosowmrte s Forout conotderticg liete of smail

e

firme avle o enprre oyt the i,

For thi vereory coeve »ootatravios of anedlesend. industrice olidiming
that they e bt sorye 0 subeontractore would ot boe onouehs sunding
a questicrnnaire to o flre e liedo Lnttrnation o thedr machinery,
equipment, spocltoioation - fo, @t oot by P lertive wniess veoL Clentions
wer. nmide 1 b e k. et lfmflf‘y Lo tier with cvilustioey of the (‘“I"'ihilitiﬂi
of the enterpriec.e  Tersona wrnowledsme threuh visite to the small in=

du‘,tr‘i?\libt LR ovsrentl 1.

pxtongion ofreers should len visit large-geicle firme and, with the
help of the fiec . productios wad vder cumacore wand wnapers, should
draw up - and inter voon W to dite - licte of pate, components, cub-
assemblice wd ecoecorics, e owell s oot proscosicoos ont fintering
operations whirh might b suvaocntr wted to smoddleconic Lodurtrics, Vuch
lists should be circurated by the oltensio. oo otee to prospective sub-
contractors. fipeecific rogw sts tor sibeontrictinge ~perations chould be
addresscd b the iaree Dirme to tho cxteneing sentre which, 'ter checking

i

the avrilavilivy 1 e po il gqueonhraotons, wouad bricyg the partioee

~

together. Jiunilariy, ~tffore vient be wnde bt the cxtoneion centre hy
gmall -ccile 1ndustries rarutrecturio, s suit hle typee ot croductes - coge
automobile, irrever eor bicscle (oot for the replieencnt wircet - ind
the centre might, 1 =uliefica o0 the abilities of the sihadiaates,

advise them on subceniracting opr rtunitice,
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S11 the centre would normally do would be to bring together contractors
and subcontraciora. The loetion of the subcontractor would be done by
the lapge fire, Whetnor o oo wboudd boe oraprgred o the o ¥teneion centre
Fopr it torvio e wonld wvary Ures country b eountrv. It the yalume of such
Uhyalepaeset m ryyee s st fe g capb e eeqvabily e ohoirged to the
sontroctors, od, cdder oo tann crrearetances, too tne subonitractore. dhiare
the suboontroctic - okt 10 coprow and the volume ot worr ecarried out by
the exty b Em Dl e mervicet mipht booextonded fre a2t charge,
froopieerple, of would oo S rersneriation for such services, ol A non=

profit taryo, wound v Lnourder,

The o= r 2100 o1 ot gsionad opganizatiorns - cmployers® federations,
chigrbers ot commere ool dedustry te, - would be of the sreator importance
to the indusdraisl o xtoniior ooty ireo abtoining information on reojuroes

apd neoede 10 the Ciead of suboostracting .

Dxtencion of ficer. oyt cscict Lirge fretories in scetting up, for
inrtance withis the prorices of the eontre, nernanent oxhibitions of parts
and compononte for subes triet, Tbkeo A racting Cfairss with lemonestrators
nd techricians providi o teanniend wd cernomic fadancs caghit e organized
i co—opertion with tioo lopec firce, sxmibitc sigl aloc be displayed
on trucks ol "iotoaeive o ocoagns' o the pronctic s o subeontracting
might be carried out 1o various dictricte off ooclty or 1n proviclal towne -
when distance between the covtractor wid the subcontractores is not a

decisive obetacle to the cetnblichioent of such relictionshipe.




Acsistance to Sutgontract o

As - lready st:ted, ~erietooco 10 teehrdgue vl canagermont will usually
be required by wiany subeartraetors 10 these e b dleohr o cf o e tive L:f
their ~blaty o) crrooy D00 0 e pde todop cen o ot op freeifie tbion
quality ' ¢ ~duect, i 0 U bavery b o, T T O N £ STTRY
is provided ¢ b suberrntrect o re by oo oty o oo Lot o adueco-
ment to Do trabao trior ot SRS riore, ; Loy, LETERCE SUETRNES P SALE W aTReT:
represert onined oo minre Lo Lol tho oriders wiil b proeperiy cooarriad out,
It is wrow th b e rdne 100 aabetion conbe - e irviie e b e
operaci®n Thoryor o r Croae oy stroer o e e s ety e
aggisting 1.0 the negtistioo ot suboortraety s cedor, Soooswra cbligntien
of the cowtoened oo o atre b0 wiideh ot e wis o wadle o orlier - whos sube
mittiir cndlivat, 1rbactraer o tb controactor, woult ot o solid prounds
if the centre d1d eveorvtor oo poesibie o ot sntoontractor 1. narrylny
out his ordor.  Ses1ot oo b the G st wenddd e sartiealarty secded
in easce of "rorpulcary’ cubcortr oot powheroby the ottt iaishme ot of Yarec
indurtries (o prvernaot jurah oy, e dare ool trice o subopdin ted
to their forndoe ut part 0 tholr ot o turt s reratl o o oamnll fipne,
Such 2 econditior carn be trpod o by the wovorment o D raey laduetrivs only
if, as  countorpart, the bevernes st cnsuror bbb e s beordr ctors dise-

charge efficicrtly tholr oblipgtiong,

Teedless 1+ sy, 0 ooxte 10 centre woull ot propose for subeontract-
ing a poorly rur tmtil cotorrrise requiring o thoroust reorgsdsnitem or

extenglve t.rindrys and edderniizntion St o Larlootinee 1 e (‘.}‘,;;if{\“*

and m rogenont would be needed vt by ofticiont cotirprisess Thie way
include acrietuner 1o the desie ob prodactic o f dies, Jief, tools and
fixturve; cuch sovictoiee 1o fredquertly provided by tool reoms operatod
by industrial crtenciorn centres we commnn servioe tieilities for small-

scale industries.
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Coaraolitlne mey needed 11 planning the production of the subcontracted
worke  Thia may sonctimes ~ 11 frr the parchose of sreeial machinery, and
Hery WAl ther AvIow £+ . extension tenirog ard its esistance in
foeilitoating 1 0, cuy cecful. oo tined, counge lling may lead

to epeoldiontion tot sorrrio Cyder bt otrergsther ate pooition

e suboontroctor. eoeLoT oo b cality oortrol, oost Lceounting nd
{nventory cocotrod, wiaoh S roaby renared wyovany @iili-serle 1adustrics
i1 the developiom eountris oy wrutd e of rarticular amportonst for sub-

contrictors.

1. ircations with o conewntrotroo b subeontrietors 1 cirilar iines

of busincto, vy aetrlewora T ti oxtongion oontre maht provide, 18 2

commor. cervice farilityy sreciidized ragh-cost wonloery which 6o single
emall unit cnuid crerite T ~saertr, but whael ~ignt v uscd by
goveral ontorprice . s f1.nt he the oase,y tOT exLip by of gear—-cutiing
and gear-nobbing raoninery, cf cnpstan ~nud turrct 1othee, of internal
grinding michinos, nd o .

~

Extorneion oootr e mypht 1sd provide  dvice on cont ool and

logrl zepects S subon trietlng cerexnte, thoug: the nvgetiation of

~

contracts would ovideotly e the roepornsibility of the parties concerned.,
Cther servioos 3Lt ioclbad the epenracition of speelnd semirnrs, in which
the poerticinstion of fio1 te froo the Lo industries would be dceirabley

gpeciiii grougp troiniie prOgrarc gy preludi s 1a=plant tpaining 1 the large
factory, tror rubcontrictors eneaged 1n imilar ficlas of retivitys
facilitating the ce+tablishment of subcontractors’ Leeceintioas, 1in particular
of co-nnurs tle tioomintte froititting thoe jprocurencnt of scr.rce rov

materinle; ud 60 Glie

'é



Crganiziticral aspeocts

The assicetance to bc giveo to ~Zveriiricetores by industrinl extension

B

centres ic ot substontiolly Gtfer ot froe thet provided to other smell-

scale irductries. oaovo., . ootlober Lot srcooding coction, 1ty
be more sracinlized i moo oeed o he cemoaded cope Drntonsively and dr
greater dept.. oot of the sitersior officore oo fhe st of the centre
shoull :.ow-2lly o tble o coeovernte 1 thle 7nek. Inosome 0nEes, Irecourse
to specinlizea consultanre rijht bo oaccesenry orna the coutre should have

the ncccssary roeources - ol the onerstioncl flexibility - to wadl itself

cf their services

In Irdin, where *le pro ootinn of subcontrietlas is heine miven

——

increascd attentiorn, 1 the ¢iaff of the adl lodustry Service Lnotitutes

co-operates in wesizting "ooillory™ e Acll =3 ron-wmnilleory industrics, bt

in eich institute < o "oncilliary officert workine rall time oo abeontract-
ing problers n2s be apnointod. Tro osubecntriheting cxchiurnges in 1lqodio,

the cstiblishiert ~f which io geires ooirted by 7100 ardor its techiicenld

co=opertint, nrogruine, would opurtte under Tho: epcrerstls ot the Centr:
i 1 x '

Small I:.d. tricc Yrerizatio kesded by the Develinoort Sommicsiouer ter

Small-rcaie Iidusiricr. he firot fwe oyeboiges will beo0toun 1. Borby

[
¢

N . i - A ¥ [ S T AL A~
and Fadras ordad A sabal Tl ey LerViooG ITroditutes

Pamil '~du will probatiy '+ i chiree of tholr operating

Thi: suwspests that, 1f o ioausiricd cxioneion service in v developing
country is hoth to discnargc cic.ring houw . .urctions and te providc
speci 1lz¢ il .+ tor., . fruw offierts shruld be tssigned

- . e - - <y

full—=tir« to these taocge,  Ouch stoff chould huve particul~rly high abilities

; . -
& Ther: ore fixteea institutos (SISI's, in cixteern states of the country.
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since the functions require not only advanced technical competence but

+
-
ot
(6]
(&)

also zound judsment ne diplomatic talents  The “ancillary" officers
should rnivse toe <nowlod.e, Lose;rity oni devetior whieh would give them
the truct ~=rel recrect < both the large comranies and the omall urite,

Truct betweeo, il optlaae . . ooone. i® p.ro.no more impertant in sub-

contractir. s *Y o i ofner Phusipec) relatinnshivs,

The ndopticn of o+ opeeitnl deficition of “oneillary” (subcentracting;
cmaltonle wnits ertitlire them 1o wenofit trow the neasures of ascictance

. . -

vrovided by the Gov oporecot,y wvern tnough tholr £1Ze mAy De larpger thon that

o
1

£ ~ther o - 1l-scale rodustrier, weuld de uscful 1L moot developin
courtrico.  oucn ocwefiniticn nee teen adonted o India clnce 1t wWar felt
thot conphrotively Loroer enterorises were still i seod of cxteneion

servicce, of factorics <o industrizl estates, ~f procurerent ot machirnery

P

under hire-purchase, and »f other nexsurce f promotioin.






