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Introductinn

Jrganization and attendance

1. The Expert Group on the Role and irometion of Subcentracting in Industrial
Jevelepment met in Paris from 6 > 11 ‘etober 1969, Th- Exper’ Group was sporsored
julrtly by the United Nations Industrial Development Or_anizatisn (UNIDO) and by

the Develnpment Centre ~f the Crgarication for Eccnomie Co=operation

(OECD),

and Development

e The Grour was attended by 24 participants from 23 couniries - Ar.entina, Belgium,
brazil, Chile, France, Germany (Federl Republic of ), dreece, India, Ireland, lsrael,
italy, the Ivery Cohact, Japan, Luxembnourg, the Hetherlands, Foluna, Spaiu, bweden,
Tunicin, Turkey, the United Fingdom, the United Arib Republic and the United States

ot Averica; by staf? merbers ana consultants o1’ IN1DO and of the Development Cenire

¢l ECD; by observers from the iinited hationc Lecnemic Commissisn for Asia and the

Far kasti (E0xFL) and the Econemic Commission for Eurcpe (ECE), and by 19 sbservers

trom nationel and international organlzations havin, their deadquarters in 11 countries.

s list of participants ia glven in aAanex 1.

3o Mr. Ariré Fhilip, Fresiient, Development Centre, IECD ana lr. Lier Krestoveky,
Chief, Small-scale Industry beetion, Industrial Services and Institut:ions Division,
UNIDCy welconed the rarticipants in the ccurse of their opelng addresses,

fr. .o Jovn, Principal Jivision Chiefy, Ini~rmation and Transfers A1 Expcrience Division,
Develmpment, Centre, OLCD and bir. 1. Krestovsky served sis Co=chairmier A | he Bxpert
GI'OUR.  Severgl country particiosant: and o (ifl merbers and consultants ¢f UNIDG and

JECD in*troduced the . enda tters, Lled the discussivn and drafted the corresponding

part of the General Corn-lusions. & Jraftin  Committee consisting Af the discussion

lexders reviewed thoe first “1t't of the Corclusions,

S I'he Meetin, closad on 11 Getober 1769 with & rotion of thanks to the Co~-chairmen,

staff and consul* nts of the Expert Greoup.

pgeniqﬂ.statements

[N

2« Mro A. Philip opened the Meeting. He recalled that, in September 1967, the
vevelopment Centire 5f OECD had convened a Symposium on Assirtance to Small and
Medium—sized Firms through Cellective Actions which was followerd by expert missions

t> develsping countries fer the prom tion of small-s-ale industry, including: the develnp—

ment of subcentracting relationships betwean lar,e and small industrial enterprises,
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6. He observed that, in the developed countries, an industrial revolution was
taking vplace, neti only in technology but also in industrial organization. While
there was an increase in technical and financial concentration, this did not
result in the disappearance of small-scale and medium-sized enterprises. There
was, nn the contrary, a strengthering of cuch enterprises, both through the under—
taking of collective actions ar i throug: the develspment ¢! subcontracting with

large firms.

Ts In the develepin; countries, there was a problem of accelerating the transition
from an agricultural to an industrial econony. In many countries, there was scnpe
for creating both large and small industries and for establishing complementary
relatinns between them,

8.  lLuch remiincd to be learned about subcontracting, both in the industrial and

the developin; ccuntriecs, and hr., Philip expressed the hope that the Expert Group

would contribute tn pooling and transfering knowledge and experience in that field.

9, Mr. 1. Krestoveky extended to the Group the greetings of Fr. 1. H. Abdel-Rahman,
Executive Director, UN1D(, In his message, Mr. Abdel-Rahman expressed his satis—
faction that the meeting had been ronvened wnder the j~int sponsorship of CECD

and UNID, thus representing a further example of partnersinip between Llhe two

or;anizations.

10, Mr. Krestovsky pointed out that the Expert Uroup meetin; was one in a series
of international symposia and seminars organized, over a perind of nearly ten
years by UNIDC and i1ts predecessor — the Cenire for Industrial Development of

the United Nations - in the fields or small intuwtyy develepment, indusirial
estates and teclaical services and facii.ties or spall=se le industries. Owing
tn the ao—nvecation »f DECD, the I'xpert Group was bringing tegether participants
from some of the moot highly industrialized countries as well as from certaln
developine countries ol all regions, [t was in the Parmer countries that sub-
contiactin  had rached maximum devel pment, 1 the develsping couniries, even
in those wiere large enterpriscs were esiwoblished in industries lending themselves
to subcontrvacting, there were hardiy any ouch roletionships betveern them and
small-s ale industries, L1t was felt, however, that there was scopey in some of
the developing ~ountries, especially in those participating to the Expert Group,

for the premotion »f subcont acting as a means ot ntrenithening and breadening

industirial development.

3
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1l. The purpose of the Expert Group was tn gain better knowledge of this toum of
industrial organization and, in the light of experience in the countries of the
participants, to evolve guideline. for erienting action Ly Governments of

devel spin,; countries, including mezcures {Hr nromoting and rejulating subcoentract-

ing, and to pave the way far technical co—opcration progects in this area.

12. Mr. Krestoveky stressed the need to focus the disecugsione on the role
promotion of subcont.acting in the developing countries; he felt that, at
same time, the discussicus would be »f value for ihe industrial countries,
many of which the subcontracting market, even when widespread, appeared to

inadequatcly orpanizod and un need of improvement.

Adoption of the agenda

13« The provisional asenda was adopted. The agenda is given in Annex II.
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1. SCOPZ AMD “IAT OF 3UBCONT,ACTING POLICITZS AND P OMATDNE
" DIVLLOP D ATTD DIVULOPITIG COULIT TS

113

Definition of subcontracting

14. liany cpeckove velerred to the definition of subcontracting prosented by
177TD0 in the doc aent entitled "Subcontr cting - ite ole "1 ladustrial Development!
(ID/”C.41'2 - uDQ’?G(69;]), T™is definition 1u as follows:
"Jubcontracting iz . contractual arrangement between o primary
company (contractor; and & s¢condary company (subcontractor; for:

a) the supply, bv the subcontroctor, on ovder from the primary
company, of nartg, compononte, sub-assimbling and assemblies
that arc then incorporated in A product scld by the primary
company, both companics bring involv-d 11 monufacturing;

(v) the processing of materials for the primary company -
whether the materisls arce provided by it or not - and the
processing or finishing of parts nrovided by, and returned

to, tho primary company."

15. According to thic d=fiaition, subeontracting covers nll forms of processing
carried out by one cemmanv on the ordoer of another ouce Tt ercludes the more
usual forms of procusrment of “shclf items', »¢ well as scrvices. Thus, the
term subcontract ing would ot bHe uzed in thoe case of government purchasing
from industry, vhero no further processing, assombly or other mennfacturing
operations arc involved, covea though the t rm osubcontrseting is often used in
that scuaso, 10 particnlar in the 'lnitod States.  Also excluded from its scope
ould be all act vities vrelate to aon-1-dustrial scctors -uch as construction.
However, it was relt that the o Love doelinition wes broad enough to include wll
formz of contractual arranenmente between » orimary company and a secondary
company whereby the latt-» supnlics parte, compenents, c¢tc. which are

incorporat -d in the final product marketed by the nrimgry company.

16. ‘oot participanic v re of the vicw thot this definition was adequate for

the needs of the dascussion ot the mecting.  Some of tham olso folt that there

was no n-ed to snend too much time in achieving o procisce definition. Participants
who had wor'-d i: aubcontracting for meay years peintd out that they haw never
been tronbled with the need for a strict definition of the subject. lowoever, 1t
was pointed out that, i the case of the lUnitod 3tates, the term subcontracting

was defined in such = way as to it th- orovisions of a special law enacted in
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that country, aimed at ensuring a "fair share'of public contracts for small
business. Also, in the United “tates the ordering of parts or sub-assemblies
by large corporations would not necessarily be censidercd as subcontracting but

might of'ten be vicwed as a normal purchasing operation of thoese companies.

17. Most ~»f the participants foelt that the defioition given to the term sub-
contracting in the ‘hiated “tates was too restraicted for the purposcs of the dis-—
cussion, wapecially as regards the role of subconutracting in the industrialization
of the developing countriec, Som- parti-ipants thought thot subcontracting

should be ~iven o wider definition oo 2o te cncompass not only manufacturing out
aleo construction, and provision of services, rosearch and tochnical know-how.
Othere oo of the view that the de tinitior cheuld spell out 1n groeater detnil

the types of operations and activities that could be included ir subcentracting,
especlally those relating to thoe precessirg of basic meateriale.

O After dimcussion, it was agreed to corrclate the various views and the

following definition wag aprocd wpon by the xport Group:
"A subcontracting rrlatiorship .xists when & company (called
a contractor, places arn order with zrnothor company (called the
subcontractor, for the production of parts, components, sub=
assemblice or assomblics to be incorporatcd into = product to be
sold by the contractor. “uch orders may include the processing,
transformation »r finishing of materials or parts by the sub-

contractor at th: rcoucst of tho contractor.”

Typcs of subcontracting

19. The Group discussed thoe three main forms of subcontracting distinguished

in the paper "Types of Subcontracting” (Tﬁ/”ﬂ.41/a - CD/PMI(69}9}: economic Or
cost-saving subcontracting, snecializod subeontracting and capacity subcontracting.
The inquiry made hy UVIDC in a few industrizl couantries of Viistorn urope -
Austria, France, th” "2therlands and tho United Yangdom = andicnt . that much
subcontracting in these conntries was of the specializ d and cavacaty types,

rather than of 2 purcly cconomic (cost-savias, tvpe. Sperialized cubcontracting
involved frequontly a steady and leng-term relationship botween large and small

industries. On the other hand, capacity (or pcak-lond) Subeontracting wes

' usually gshort-torm and intermittent, thoursh 1t was somctimcs highly remuncrative

for the smzll firms.
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20, HSomi: paurticipants felt that all subcontracting had to be economic or it
wonuld not takc place, There were thorefore only iwo types: specialized and
capacity subcontracting., Cluer participants pointed out that there were cages
where subeoantractin s, «specially shori=torm, war practised f'or reasons other
than gaining 4 cort advantuse, Tor insrance when there wes a need to fulfil an
order in time¢ or to beneflit from the epe cialized or high—-quality production of

outside manufsacturers.

2le There wore difterent ways of assessing the economic advantapes of sub-
contracting. ror xample, some large firms in the Unitod States used return

on capital rather than a merc cost comparison as a crit.rion for declding whether
to subcontrart or not. In other ccuntries, it could be argued thet it was the
lower engin and lower profit wargios of small cnterpris.s that made it economic

to subcontract work to them,

22, 1t was feclt that, since the purpose of the meeting was to find ways of in-
creasing all torms ol subcontracting in develaning countries, it was useful to
distinsuish the different types of subcontracting while roecernizing that there
might be sowe ovirlapping be tween them., ' ost participants considered that in

the developing countriess, subcontracting should principally take the form which
would result in relatively s:cblc rolationships betuocn lar.e and small industries
rather than that of Lt rmittont relationships that aros. out of speclal market
conditions which 2could change rvapidly and suddinly. Particularly in the develop-
ing eourtrics, subeontraciing tended to be nainly besed on such tunporary
situations, thus resulting in a {eeling of insecurity by the small firms cngeaged
in 1t. For that rason, particular attention should be Ziven ¢n the promotion

of specialized subcentracting which, [ ivorn adequate standards of teehnical com-
petence and mutual trust, could rosult in more permunent and secure relationships
between large and small industrics and could make a more substantial contribution
to industrial devolapments At the same time, it was veirted out that there were
many -accs when suboontracting started for capacilty reascis, on a temporary basis,
and later toeveloped 1ate a mero permancnt speeiulized tyre. The promotion of

capacity zubcontractin;: chould ther fore ot be neglected.

Role of “ubcontracting in industrial development

23. In ¢arme Aevelapin, countries, fo: ins.ance in India, an important objective

or povernment palicy in the field of subcontracting i1s the promotion of modern

4
]
3
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small industries, in particular of thosc able to undert ke specialrood worl, T
that country, subcontractines small industrics (1t 1ch sre roferiod to o "l oay
industries") receive coagiderable technicsl and faincocynl wsapport rom the
Government, over and above thot given 1o non=-subeomtracting 3 ill=scal. industra. o,
Tre other countries subcontracting ic promoted ir connoxion vath the deve l somend

of the automobile, machine =nd appliance industries with 2 view to cxtendan, s th
participation of national enterpris « in the prodaction of trese cocde, AgLihor
purpose 15 to spread cmplovment through th axpuision of subcantroact - cithor
between nntional andfor foreipm=ow o d 1adast. © o neodacin o Poar the Lyenl morket

or, whenever possible, between such cndustries prodacing for o suberepionsd or

even bronder intornstionsl market.

24. A number of problens sre cocountered in tryiug 1o increase the volume ot
subcontracting given out to loczl manufacturers by forci= thirms estoblished 1n
developing couniries to produce such 3temg ae vehiclesy apnl 1ances, maohanery
and el~ctronie equipment.  “he large manutactur rs mnast, with varying: degrees
of justification, that the locel small industries are not able to produce ut the
level of quality reguired. The nrice aspect g also relevant. The cane was
queted of A country ir whick the int wrration of locally-maufactured pauty 1n
the assembly of trucke hod had the eff'cet of rorrinr the rric Of the finshed

vehicle very considerably 10 rolation to the price of th uaported truck.

25. Many particivente 214 that an important reuson for o comparatively Timited
volume o subcontr=cting in scverzl countries was the lack ot informition in

these countrics on the availablc capacitics and capabilitics of prtintial sube
contractors - a situation which weg 2lmo prevalent, thouyh to o snaller extent,

in some 1 ductraal courtrics. "4 ore wag general cproon nt that the ongooerangs
industri-: afforded the best opportunitics for subcontractin s but 1t wae ancorrect
to consider that subcontracting was nrcessarily restricted to these indu-tries.
26, In tsia w1d the Par Last subcontr-cting nad not y~* tal-~= hold “rosuifrenntly
¢xcept in Jaopan and to 2 1oscer evtent in Lhina (Teiwea,, Toadsa and Pakoctan,

in Japan, the development ~f subcontirsacting has playcd a vital role 1n iadustrial
Frowth. After yeare of lookins cn gnbcontracting 28 a means wherehy the loarge
companice reduced the prayce of their products oy usini ti- cheaper lobour and
lower profit marc:ns of the small ‘nterprises, the Japanesc 1ndustry was now

regorting increasingly to specialized subcontrocting,.
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27 In Africa, 2 preliminary survey undertaken by the afre-Asian (Crganisation

for Ecnnori~ Co—cper tion (oFRaSLC) irdicuted tha. there vaz hardly any subcontracting

in most ~euntris: ot the coantinent, whepre 1t 1id fxict 1t was of ar 1rregular

and unsteaily nature 0 velved Uew oentorprices,  The survey reported that in
some Afriecarn countricr suboortenoting wns bhandled to 4 great =xtert throwh
intermediaries 3 losc cole Cactoor wns Y bring the oontrs tars and subrontractors
togethers Che curvey wolao syoreste i that most subcontrasting such as existed in
Africa was »f & very sipple cature pogulring rno specialized competence, This was
rarticularly true ir. the succoniiacting practicea in the eryport textile industry.
A role appeared t~ be  playei by lrr» ritaill rtorez which generated a relatively

gignificant volunce O subcontiacting 2. tioir suppliers,

28, fme participant fron ar Africar ~Huntry ut a very farly ctage of industrial
develspment strecsed that in sue ~ounirics the first ='eps, before one cculd
talk of subcontractiing, were te asvelsp lecal indicenous enterprises, In some
of these countries the _avernments faced proat 4irf i~ulties in reconciling their
desire to encourzge forei,rn nnwestments thrown a literal investmernt code and

their neca to precs Uoreign (irms Ly subcontract vork lorally.

29. In Lavir Amerzca, the more indusir.alicer countries had already developed
to the stage where a . onsideralble volume of o ortracting waz being practised
in ceriain industries. Hovever, in the region woa whole, lack o2 mutual trust
between the lorie ana sreall fuwwsizier 1111 hear red the fuartier dovelnpment of
subcontractirg., Yet many countrics of the regici. recy.nized that subcontracting
was potentially an important develsprent 1iositrunenty especially for deflecting
industriclization away fron the capital cit:iar, ard aone steps were being taken

to prowote 1t.

30. 1t was generally agreed that subcentracting was an aspect of economis growth.
In the early stages of economic develepment there were little oppor anities for
subcontiacting. The phases of the artisan and agricultural economy werc generally
followed by = phase »~f industrial development through impert substiiution

which provided voscibilitice Tor a limited amount of aubrcatracting.,  ilowever it
was only when the industry recched 4 certairn level ot maturity that it tecame
possible to expand considerably the veolwse of ruceontra:ting. As the eneral

level of industrial develcprmert was :2ised and =tandards of tecinology and manage-
ment improved, then special peasures of prometici. chould be taken. he process

could be facilitated and accelerated if a =uliable machinery existed, such as




e

institutes for settin  c.ardards, systens of financinl a851s.ance Aad fX Lol 1omn
rervices for sub~nntractors rroviiine help irn teehnoleey, mana _-rest and morketing,
11, In some rountries subrortoactin: hao rlay-d an impertant role 1n tecontrale

. -

rzing industrial crowin by owving o ownpetus te ‘he rewth of enter riges, both

large and small, ant errloyment away from tns neframclitan or ase 1t 1 tiotuced

a mewsures of rlexikility in 1naastrial  rowts ard ¢l {tvessitfication it bhe

Ll

-

industrial structure whisn relped ovelnrln, “eurt.105 te tece ~hiarrc.. 1n the
economic cycle, It cubcentrotin vir rromoted 1n ceveral inductria seetars,
rather thin romaining (imit.od to = feu Lneustricn, s ine rencrally the case
today, tne eceonomy 2 a wrnele, anl in oirticur.r the =mall-scale iadusrice could

withsiand better ine ~ffeatz of rececrisnse.

32. Ther- was general agreement that while *h volane subcoatractin, woulid
vary with the de ree of inaatrial qevilopmernt, 3 cramt ould be made to promete

subcontractin even 1n couniriec at eariy si.;0 o1 Jnduse.ialization kv assiating

the estublishment or small inqustriss supplving Derts and servic. o to the new

large enterpriscs. 1In a gene.zl oay, the Expert Group considered that subcor.tracting

should be taken into accounti 1n the sver—all industrial develspment plans and

programmes of the developing ccuntriea,
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The role: 71 puLliec o .1c oL ro L it e Lo sl o ntractings
13, The Ixert row, recomizee ety 1n oL raoi=craonted ccconomies, the decision
to cwbeorntroer v ot eme oy Tl Ao Yoo ro oo opaniss onlye Vet, the
fovernment eculd, in suthococramior, lovotnoarrortant roie in promcting or
remoloting subeccentr cting,.
e Twcre erintr; vitt ooooc1 ot ceonem = Tolnne = cubcor tracting nrrange-

. y ato . . .
mente vtetwesr tne centrilly-rlonea (o1 "eex') 1rdustries und snnilescnle industries
are usuaily econciucen Wt trne Ioo¢l 01 nrdustrinl inacotrioe Lne ce=ordinctea by
rter—mivicterisl ecommiceirne, 11 Core ecier, such quranserents e mode ot the
level of nrecoci tions ! erterrricoa e, merco celider, b othe entorpriscs thems
eelves,  Thus, mort o1 tie subconirncting 18 rrosTirned, though some non-programmed

ana cieunl subcortrocting 1o ~ice rrvoctigcad

i

14, the iea, url
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raote

in or K ’

-
~

11t luernce on sutceontr r.s througrh toxctie

N Lenercl, the oneten 1o toy o niuc ttde
and coutd even eucow -yt 1t lr gcwe ¢cosof,
which ore #4171 woiv,s o coote of trdir ot
tmpesttior hoa to o ecee the 1 Lementotior

“dminletrotlve TedFures, ©7 o8 0t 10 benli

e
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Tle

trot th

3 arous reecymiczec

allowances on nev eculnment wnd soeniner, o
enterprises to “couire ~reducerg! gcode.  H
indirect 1ntluence on subcontrocting rolata
regarding the cifoects of ToLuctiion from
contractors ond subcerntracters.

AT Tv eenercl, meet o1 the reczwes of o
subcontractors e ¢il g nen=subeentractoer

[

measuwres of f1nancing

£
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1¢ toliey eXsrt a very iurnortent

ne e Dxpert Grcowr tecormized that,
¢ wze noet ounfwwourzble tc subcontrocting
It rotea 20t rort f the countries
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the trrenl leemrclaticon throueh special
10¢ sxcesszive iy subeentrocting anerations,
rt mer ool eed ler ot de~reciation
g n vowWwertul inctrument te irduce

o

o

T

trhie aen hie “nly on

onships. A simzlar remark nay te made

cr. mi:chinery needed by

cmetion o smelle=scale inductry benefit
£e This i3 true i~ porticular of

“recwerent of machinery and

tor werking carit=l. Scver .l ~rticivonts stresced the neeca to nllees scarce
raw Rater1als 10 5ULCCONIT torse with toc cnrme “riority s for tie contracte

The Expert drour neted thot, 1n India, "ancillory™ incusiries renained entitled
to benefits such us cdmission to hauctrial egtotes, nire-purchase of machinery,
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41. Thers was 1 consensus that 'l government'ss intervention should be aimed at

creating environmental conditions wiist would [onter tne aevelepment of subcon-

‘5

tracting -2vi at mointuinine a bolance betucer larpe cutorprises and small and

madium=siz:d ones,

-~ . -

The rele of indu. riel cxuensaior “ontres nd ¢ onor promotic _and assistance agencies

42, Thor. wo areem ot 0oty ir Jeraral, e Lot onoe of duvelopments]l insti-
tutions waos 10l 0 ro=ceerilhion o cconcmds A ooioiment . Inoa o mambor ol aevelope

ing countrin g, some shorogorrent of ananTicy tock ylace in o to. =bsernce of such in-

v

stitutions,. liownrir, com anfrotuiional inrraseructure wos acecossary 1o racilitate
and nccelerato indusirinlizatior.  Tnls wes reortaiculoarly nesded for the promotion
e small=scale industrie Jhinsh roguires ssisvance 2t 511 stages of ostablishm:nt
rnd Creration o shoir ontoririgcs. Desiracl s oo self=hoelp measures wors, these
could be enconraz:d or s wSter tr srall-scerle industy: sector nod achicved a2 cor-
toain lovel of rroiicioney. Laonest cievelopoar countries, nou enir2prencurshlyp

uld be of Tectivly stimdsat wd s meoderiiantion of wxX18ting enterprisaos could be
successiully worceved onln of some Mirduetrial oxcension™ agency - omall industry
service nstotutes, omall industr, dsrerit nt of aoranistr) or ol o development cor-
JOratlon = Wwaf in sXistones. Ir o0 v ol tn: oim.crtance o guality production and

+

cti1ciont moenagement for small inlustries wiogagel 1n suscontracting, tne  ¢xXig€tence

of 1ndustrial oxtanslon fonsess or oo yrovis: o of axtonslon 3:rvices b, other

%

nstitutions wore 2 rarticul.r im ortnanc:,

43, 1In “hiz connexicn, some particleants confiderzd thot 1t wan ot 2lways ne-

tegsary to et for the cstshliaonr s of ingwctri~l oxtoension ceatres to assist
small 1naustrizs . to .ronote suscontra ting. In view of the shortage of finan-
cial and human rescurces, recours. or this turpose could in many cases bo made to
eX18Vins 1nst1tutions Sush a8 prouuctivity contred, ohamoers o commerce aad in-

dustry and otner ,rofcgsionzi or_aris.tions. Attt ntion was drawn to the nezxd to

avold n prelifoera.ion oU institutions ovic: overlay ping funciions. The organiza-

wd

tion ros oneibla for small anduetr, dovolopm'nt showdi be s5tafad with technicians
familier with industry, shovlt (rovide rractical assistance, =nd should avoid

3 - Y. - v} -
burceaucratic mothous,

44.  There was agrecment that, 1f *the srope of supcontracting work in a country did

not gustify th: cstablishmornt of subcontracting cxchanzes, 1t was both appropriate
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and desirablce for an sxtension cantre tn carry out clcuring-house Nuictions aimad

—

at relating supply ond demand for subconiractin,; opera’itonce  This coulbld bu done by
collzcting information on the awvialab Lo capacity, the specralizgation g tha jrofi-
s1oncy of small cetapliisim nts,  The firew; ctrosoed 1o thas conreXaion that while re-

Vi
Sivtration of smzll industrics, rasort to guestionnsires and othor cuch metheds were
uaeful, personnl knowlad e throwh rooalar visito te spall Industrialicts was
esoentiale The centro could Araw Up and 2ircvs xbe livts of part:, componenty snd
processing operaticns necded by lirse andustrcl oz, and braines togothor contractors
and subcontractorse Ln arcas o1 consertratien of subconivactors an similar linas of
business, the centres coulit asoist in Sottie wy common sorvics factiities, vuch as
tool rooms, testing iaboraiorias, dusizn lerire: and Speclatizod machinery. The
2Xistence of the industri axtonsron centros spould b vell publicizad and induce=
"ments provided to too smell industrinlists to - wviil themselves of bholr sorvaces and
feorlitiesy it was sugoestoed, tfor oxanple, thot all otir conditions being cqual,
preferance be 2iven to suppilors supjoried by thoe oxtension services, shoen tondering:

for subcontracting cperations,

45, A number of participanis f£:1t shot clearing=house sorvices should be extended

agzinet o foc, on the £<rounds that sush sorvice. representel ar operational co.st to
the bencficlarias; a furthor reason was thet, as o rile, sorvices were apprecinted
conly when paid fore Ir princijple, corvices sh.oitld be irevided ot cost or it sub-—
sidized rates. It wis recognized th! in curtazn ecircumst:ices, Uor instance where
thoe subcontracting prograame wod at warly stages, $orvioes could 1nitinally he pro-—

“wvided free of charge aud fuoes introducod lat:r on.

146, It was 21t that the corvioce oxtonded 1o cub-contrazctor: wers not substantial-
ly different frem thos: providud to o%rer smull=sr o I1ndustrins, Th:y could, therc—
[ fore, be given by the regular staff of wn oLxtoncion contre; 1l the volume of such
;work increasaed, full-time "uncillary" cfiicers roont ceed to be sppointeds  Foreign
sxperts atiached to thoe centres should assist more by training local statf than by

rroviding themsclves s:rvices to small-scal: industries
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The role of Larg: industry

47. The -=nalysie of the motives wnich justily the developmont of subcontracting in

the mor: snrdustri lized countries ~hows thet the conditions tound in 2 larze number

of veviiopin, ccun'ro:e e Likoly to nanper the dovelojmont of thot system of

industriszl orocwicotion,  totn in countriow whicn I only ot che rirst steges of

inductrislizotior ~nd in ~cuntr’ o wkict ro r 1otively mor devaloped, the large

aad

nterprisaes beors no gpontancous incentiven to rrorote subcontracting 2tivitics.
The larsss inductri ol ont ryrises = privets and ‘uplic = profer te do <1l tholir ma-
nufacturing urder their own roel prtly throu-h ceonce.rn Jor scourity, that is to
say, lzok of cenfidence in thor CopacliLns o e omall industrice to produce
gquality ortiecles 1o vhe desired time limdts, ‘nd pertly throu b the wich to keep

oir toehnical reosponsinilitics to thomsclves,

46. Howov i r, the urcup notnd tht i tairly nprrecinnle numbor of developing
countrics and, prrtisulsrly, in o cortaln aumber o1 countries reprosented at the
meeting, some progsressive Large industrios vers adoptin, wider and longer=torm
viewe nd wers  romoting, Somatimes Cpontancously snd cometimes prompted by the
Stats, subsontrasting rolitionce Thus o lurce outernationsl comjputer firm propared
itsoll, with o view to rtu cotooiilshm ont s Duads, fiote of porte ad cemuonents
used in ito manultoturin, oad oroteized cxhiortiong of thess srticlon sooas to
cncourtte ofrers tror small andusteics enpable of s roducing theoe articless. In
the same ~ountr, dendust e pachine Teols = o0 punsic seeter tompany = instigated,
in the orbit oif ity variousn ractorics, fhe creation of smill subcontracting firms
to which 1t orrve tochnie.l wosistine.:,

Jy. A svorticipar’ sentionod the TOP (Tecmique, Crianizoiicn, Productivity) cxpe=

'

ricnce carried cut in o Jranco, U COULLTYy e, i O LeSSE dev.lopod recion, @ certaln

e

aumber ot large firms apreed toooive, Jroe of charge, tholr rechoical ossistance

to ihe omall firms located in the re acon, hey wore loter sursrised to note that
this turhnical =ssistance wag Uaveurable both to the development of their subcon~
trectors and to bhe trainin, ©f thelr own fuchnicel (ersonnel.  This cxample

suggest s tnat, ariicularly wnothe doeveloping countrico, the large centerpriscs can

be snecouraged to give technional assistancs,

50, Certain participants peinted out the donger to vhich thwe subcontractors expose

themselves <hen ‘hoy depend 1oo closcly on theilr contractiors in a poeriod of <cenomic
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depression. In such times, the contractors tond to pass on some of thoir diftfi-
culties to the subcontractorse. Thi: Group airecd that thoe suecontriciors should,

45 far as poesibl., work ror sover-d cortrastors as accll oas oon their own bohdt,

51, Ags for s the adninicir otion of subcoptrantin: v tae laroe entorrrices 1

<}

coaccrned, the impert e of bavin recowros boovry  ualiciod ongineers g
pointoad ouly tolh fop b cirevro,t o ol crdars o well oo e cho oot tions

p1h vubcontroacioras, Orders woewe i b 20 cleor ond procice o pomsibles The

commercinl ana logwl 8 rvices shoula nnl, be colled 1 rfor the fermalitics of

i contracis.

Th: rolg of amal.=s 1. pntueiry

- —

Y It wag ~crread thet o 1lesoo fo indwstry could wiwy only o+ limited role in the

develooment of subcontraeting since 1t wage the pushave partner in thie reladaonship,
P which depended usully on the inioiative of the contractor. Hovever, therc were
© certain actions 4hnt could e undortoaken by the subcontractors an addition to the

initiatives of the larec enicrpriscee wnd of jrevernment.

i

© 53, The naturs of the :otions to bhe undertakou b, omoil industry nnd by orgoenlza-
tions on bohall of smill industry vould differ ivom country to country. Thos:

&

would depend on th: de<rec of development of tho industry o th. country and
copecially on the sitweilon in those scolors of industry lending themsolves pars-

ticularly well to subcontractin .

©4. Sever:l ¢xcmyles were ziven by participants of activities conducted by organi-
zrtions and groups of industrialicts to increase tho role and sharc of cmall in-
dustriee in subcontracting worke 1n somz countrici, duspit. the ver) high per-
cantaee of small industrics in the total numb.r of industrizl firms, subcontracting

5ti11 had not Jdeviloped to any appreciauvle extent, muinly broauce of inck of cou=

fidence ir the abilitioe of the smell snterpricec to carry out werk rolinnly, Ia

&y

these countries, th mejgor ¢fvort  on behulf o omnll industrics wie o Ialse their

tuchnienl competonce 56 as to wanble them toooood bhe demends od tian large contract-

iny inaustrics. Sdbere inductry was dominnted by luroo state=ovned crtoPprises, bl

<

rovernmont had more opportunitics for influcneing thic ustahiliohment and develepment

of subcontracting relotionships.

ir-

“%  Somo participants reforred to actions undertiken oy mctitutes, oxtension 8

and 1ssociaztions of small 1ndustrialists to raisc th. manwturisl nnd techni-
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cal lavel of the cmall enterprises.  Avong the various methods that had proved
surcoseful  wers tho "sslf-orgzunization" groupe wnd operrtions such as ‘0P, both

of which stortod in Fronce.  The former was - methed ubershy small industrialists
helpod ecact othor Lrrough o frank oxchoge of ariperiences . while in the latter the
laree iodustric, helpel the small sodueirios Lo overscong Lhalr osnagserial problems.
Cihir mothods raf srred to o~lnd el ol ow ooopefqon of pilot .regects vithin specific

mouns o small entorprise: to deronstrots Boo mongement coul:d be improved, and
> by 2 y

d1fferent forms of trainin,’ rrosrommes Lo Irloo the nanagerial standards off the

omall industrislicots.

56, The mecting 1ecoqmized vhe read ror toiw umall subcontractor to sromote himself
by convincin ; large induetrios 13t cupcontraotin could in the long run be mutually

ndvantycous,

57, A further conclusion wol thet thero wos ne cingle method of ovurcomin;; the
npathy of the snall industrislict, hiz tendency teo immerse himseli 1n L1s own prob=-
Jems and kis unwillingne:sso teo seok and wecept vhe cdviee of outside bodies. In some
cnoes this could be done through oo prolonsed srocess of winning over the small in-
dustrialist throuch parconsl sontoet, wilh domomsdiration sl training in hig own
factory., The (orfoncdl reicbionship of oo extungion officer or ndviscr neting on
behalf of o sorvice, (rele oFf DUsLNoss wsccistion vith the small buasinessmun uas
considered to Lo “undamonusl Ter seliicving success in improving the cperation of the

amall onterprice.

58, 11 wags stressed that quality was oomost important subjcect in connexion with
subcontracting. Inadequate guality was very ofton piven ac the renson for the re=-
luctence of larsc factories to subcontrac . werk to small incustrics. A scrvice for
ensuring yuality contrel was essential if these doubts of the large industrialists

were to be ovorcorme.

59, Another method, which had hoen successful in certain countrics, in particular
in Japun and in sociilivt countrics, was to encournge the establichment of co=-ope=-
ratives of small=scale induatrics in gencral and of co-operatives of subcontractors

in particular. Such co—operctives could eosist thelr memboers in procurcemant of rav

matcerials, financing, Legal problems, «nd other aspects of production wnd management




The rolc of privatc groups

£0. Bosidss the woticr of special organizations of subcontracters, o rele in the
developmont ol cubcoptracting 18 colso played by trade unione nnt trade e pro=

foasionnl agsoclLiions,

£1, It wag the eXperience o o number of participants ohosy as o rule, trade
unions were not favouring succopiracting. Some trode unions in certaln countriec
falt that 1t wag 1 anbl-roecesyionary weapon 10 bhe honds of the contractors, the
firet victims oy which are tha amellesce e induetel o, Iroethor countriazn, cofme
trade unions are 50 rigsidly orm.nized irn suald=ilon eystems thet cubcontracting 13
hampered, and workers oppose it ir locour negctiatica:. A Covoundens hiowve oomorae

flexitle sttitude and accept subcontracting oo o @mpiloymont—gencrabing ayotom,
€2. The Txpart udroup felt that tie attitude of trovle wnicns mieht be intluenced

by improvemento in the orgenization of subcontronating, na by botter knowledze of

its operition. Some participants thought that nn ~fective way of nwehieving o

Cbettor understanding by 211 concerned off bhe mechunlomg and 1mylicaticons off sube

e—

contrectins was to include, in the committec of o subcontracting exchungea, repro=-

contatives of trade unions, side by side vith roprasertoiives of employar organle

[

zatione and, wnere thay exist, of smnall industry sromotiot and oxhension cptenciate
? . y . L

3, Ag regards the profascional 1ss00intions such an chombors of commerce and in=

dustry -=nd federations nd conlederntions of industrices, the Group folt thnt they

could bo of definite help in improvinys the orsonization of the subeortracting market.
They could provid: conpideratls sesietl lou to thelr sembers, in particular te thosc
who operste smalle=scnlz industil:c, o, proparing o olol dubcontrieting frecments or
by drawing up the rules ror = rrofessionnl "deontology sode' romlating relation—
ships between contractor ~nd subcontractors. Thsy should ~.luo b oncouraged to

provide the smalloer onterprises with nacigd mee in sechnigque and monogement.

Deontclogy of subcontracting-Pructices snd rulcs of action

€4. The fxpert Group notad that, in all cour.tri :, side by side with the beneficial
“fiacts of co=opzration between largs wnd small industries, many regrettable prac-

tices devaloped,

£%, Contraciors comulain that subcontractors do not adhere to specifications, arc

urnble to meot delivery dates, are often uncole to ealculuate coste correctly =nd
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complain uocut ,ricin,;, and <ven cngoge in unethical rractices, ¢.g., violating
industrial seerets, misusins tools -nd dies provided by the contractor, etc. Systems
of penalties, "plack lists", and other such measures arc sometimes ndopted by con-
tractors. Gsneral rrojudice cnd lack off 4rust in respest of the subcontractors arc
not uncommori. Fiternslistic ~liciss mas oncurs socuriiy throursh cubservicnces, In
some developing and aven in some industrics L countries, subcoatrncting may be in the

hrnds of middlemen, =nd the smoll industrics may be exploitod.

66e Subcentiraciors compluin thet beeruse of the disparate bLargalaing strength

between them snd toe luros conpoaies, the loStor unpose wroectic conditlons in terms
- H 4

of price, o, coifications, time of delivery, ole., delny poymento, reject supplied

items unressonsbly, chinge spocifiontions witneut adequat @ notice, cancsl orders in

jrogress, and sorotimoes rasuce cuscontr:ctors be subservicncs, "eaptivity" und even

"poonnre!.

67 Smill=senle industrias = whether subcontractors or not - are sometimes charged
with evacions of statutory requircements regarding social security, workers' legis—
lation, suarantced minimum woyree nd othor lesal benetits for industrial workers,
Such prﬁctiCuS may somotimes be condencd by controctors with o view to keeping the

subcontractors! m.onuf'wclurivg; voste o the lowest jossible lowvel,

68e  From i otondpoint of the sconomy w3 o whole, the above practices result in

)

waste, hamper jro ross and often nove undesirable sorninl offoects,

66, The Group nyrecd thot the formulition of o common code of business behaviour

8 nnoessenticl clement 1o thie orgnnizaticn rnd promction of suvcontrncoting. The

IR T s
{

W
respect of the code, howsvor, is not so much » mutt r of leislation ns one of busi-

ness cthicen, The wevelopment of business :thics znywhere 16 an evolulicnary process,

An othis«1l ~pprorch 1s all the mor: necessary as a country inducirinlizes,

70 It 1u xiom .tic that the centrocter ond tho subcontractor must come to o
meeting of mnds on the work to be perrformed, price, Jdelivery, progress payments
and o on. luch core should be tzker in drawing up the contract so thot both
partices will hove 2 record ot the wmticipated relitionshiy ond o golid base for dise-
cussion should disagreements nris:, For o suvcontra~t of inrge size it would be
pruient and pood businoss practice to include o clruse tn the contract providing for

arbitrition of conrlicta,

i

71, Tore important thar the legel relotionship as reflected by tie contract, however

Fy

is the personal rclntionship between the two parties. Contractors, usually big
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businesses, study candidate subcontractors carefully before ertoering into relaiion-
ships with them. The reputation of the firm, its financi.l pacition, fie quslity of
its products are checked in consideriable gotil. Tor thelr part, cubcontraciory
vould be well=advised to vind out -* Lot oo much bout rrocpettive contractors,
There 18 no doubt that come conhroctors angrte LN shoorp sractacos vt othora

take groat care in upgrading 0 praapoment cond technic ooy ahilitles of Lo sube

contractora

77, Subcontractors should keop in mind some posdiole doveloprient: in thoar relo-
tionship with the contracters  Thure 18 sometimse = riok thet the rolscionstizn ookt
finnlly end in the Yake-over of the am 21 fimt by the lrrees Felorirod theeantroe-=

+tors would be well-advicad to Sbind enrefully apevt thooo ettt oo 1o proceedins .,

¥ V1o . - vy 1 . .y 3 v~ s - H P - Py e v P m o ' B N
3. L'prdl ience 1n Yoy meut Aunrcod countonos it b 1ooomy LAy b el

vary kelpful to treir cubcontraciors ced vkt thic 1. oumunlly o s toreraite A

spirit of co=-oporation, o genuine rappert betueen tho Lo partice, 1o rood ouflneds

% and 1mrroves the efrsctivencss and ogrofitablliity of thocce concerned,  cevoeral
axarples ware given of assictance axtended to the subcontrastor o the contractor,
quck ns advice on produremcnt;  Cinanniol counselling o areletance;  the gudiciout
and sympatnetic scheduling of projress pogm mtor oo enolt Lediltonceg il

i assistance in many Forms; vractiesl cdvice on purlity contrel,y wmodifieation of

dolivery schneduleo iT conditions rogulrse cueh modicicstrony  trelning of purchoaings
o i ¥

'

and 4 ochnicsal personnclii and the provigion of informaticn motorind necded byt

suocontractor.

74, Jusinegs ethics reflect in seneral the voluse off the gsociety o v ahelo
. Cihor than cobting 2 jood examrle 1n ite businens nper~tions, the government! o“un de
little in setting the toune or plane of businsss boaviour. A cole ol businoos ba=

qaviour is the hellusrk of jrofescion 1ism and the rola of troas nascociations 18

partroularly lrporturt 1n thio connexion; 11 somu courtrics, Liey e drated,

coi ~ontinuaily revise, cedes off behuviour ror bueiness 1rmse

T75. Thare are mony oxanples off sharp prectices in the werld todwy and it o1s
sversbody's responsibility - the firme, {he covernment, the unions -= 1o improve the
' ' nsineas climete. Troe rel. of the trade uniens rmep b purticularly important in
‘ secing to it that subcontracting docs not lond Ho the expleitation of chesnp Labour

in small firms.

T5. Some participants pointed out that inflationary conditions and repuated deva-
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luations of currcncies in somw develoring coun.ries made zood business reiations

batween zortrrctor and subcontractor difficult unlecs such conditions were pro=

vidad for ir the agrzoment botusen trnome
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Subcnantractin:: cxchang ~ ard clenring-nouses (pun b : rivg_t:)_

T7e Beveral erperivcic.s rolniing ©H toe ca- atzce: wnd cTetion 0f subcentracting

exchang s were Loreribed te the

~
LT I

following sc

lf‘
facilitete subeontiacting, tha+ is

ablain iaforcation on the 1w per ~1

other faciliti-=u, swch inioree oo

under—equipnsnts ani a7 p=o LT
exchange i~ provide

previde infermation Dreustrg on o ~hnie cticanr,

TC. In view of the numercus conracts wit! ATy ronous. which take place on

the occasion of the scrvicez srovids 7 % subcon Lrie in -l changy, an exchange

3 AP

car pe relied upon to @ ivise nans g WL rOVEment of prodactiviiy, to

P

facilitate the formation of wreuams AT o.t.- e ror ~ellective artion, toa oro-
© K ] N

Viae managerial trainin. =nd 50 ne It 1s airemely ampertant, an prrtienlar,
that an excnange soculd sreviie technical cosis oo in add:tiorn bo Lis normal

functions, especially irn Aevelopin, ~owmnlries

e

79+  The Group emphasiged trot exchanges could not and wooild ne be - fladdiing

instrument, even it tic rogioral lev-, Sreonnt 1L contaect with all
the enterpriscs locatel i a SIVer tLoA They chouls by ot w0 0 oo Ure-

ment office nar as 2 ~ommercial agency. coperticuls wney should net aet ag

an lutertediary; in the cormorciil onse a1 WwCIay they shoald rict bLecone ine

volved i the conmcercial negotiations b twe: l2oge and mall rtndustrios,  heed-

less to say, they shouli not limit or suppreos

It was ersential that an excnan.e suould he eonflaence and rospect
o bcth big and small incus*rialists, o1 that reacns S0ensorsnip by . ~hamber
Or commerce and industry was very desiradble, poovived b cnarber crouped -l
types of industries and vaz not deuirn.ted vy the lorge snes W Ve, b wnn
r-oted that, in most dovelopin, countrivs, the ~nblore and Preticsional
“Esociations were usually reluctint to ~dd rromctionat functions Lo “re iT normal
furctions of protection. Yet the Sroup felt that 11 was worthwrile to attempt

o steer them towards promotional activities., The 1ndustrial .. toensien centres
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also prisent all the conditions rcquired for sponsoring a subcontracting exchange,
and the Group [(eit that 1t wouid be easier to set up exchanges under their
sponsorsi*ip thon under that of chambers ot commerce. The fact that industrial
extensiorn centres hove, -3 1 besic azs.orment, te proviie small-scale industries
with assistance in technigue and nenaxgement was a furthero rcason for doing so,

in view ci tne pecizl impertance ~f te hnicul zssictance for the subcontractors.
Organization in tne form of a lounuaticn was recommended by one participant. The
Group strongly adviscd ageinst ohe organization, in thc aeveloping countrice, of

public »r private <xechna.g-s ~ ¢ commcrcial Tasis,

81. In developing ccantries, the exchanges shoula proferably cerve a rather

imited geographical arca wicere the following conrditions would be met: industrial
potential, commanications, and support by large industrics. The scope of action
of an e¢rchange will usually ©e mere rostricted tharn ir industrial countrics where
it ney encompans 152 o 20C kilomctres. Proxiumlty betweern large and small
irdustries 1s inaeced dosireuls, espeeizlly 1n developiny, countrice, in order to
make it porsitle for the larpe industirics to check fhe officiency of their sub-
contrazctors and teo gi1v. fhew lichnicesl assictance more casily. Ti.c distance
between the con*ractor and the subcontractors should necessarily bte relatively
small when suornrticcting is of the -epacity type. It may be greater in the

case of spucialized cubcontreacting.

82. The Group considcred that, in most develosping countrics, the services of a
subcortrasting exchange should, et any ratc in the carly sta;ce, be provided

free of charges Different systems of payment could be introduced later on, with
Governrent subgidies 5f reoed be Arony the gys*cms are annuzl subscriptions based
or. acmpany size, without coummissions fc » individual scervi.es; and small
registration fcex by all uscrs, vith commissions for scrvices, on a fixed or

sliding-scale basis,

83. hany participants streesecd that the exchanges should be autonemous 1f

they were to be dynamic and efficicnt. An exchange should be finarnced, leaving
aside the contributions of the industrialists, by the soponsoring orgarizwtion,
by the profeseional associztions for scrvices ¢xtended to the sccter as a whole,
and by the Gavirnment for the contribution made by the ozchange to actions of

global interest, in particular to the increase in productivity.
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84. The opinien exprecsed in a document submitted to th Group ("Sutcontroe ting

- 1ts wole in Indus‘rial Devclopment® — ID/AG.oii/2 - CD/PRL{#9)7) *hot = exchangs

wvas a self-destroyin: instrument vo.: e~spr. ot cnly with cospeot to o

PR | . 3
soerintized

subr‘dntr&ctin&’;, but et fnoroapd 1o CALe Lty mulcontiactiere The l8tter Wwas, 1n

industrizl countries, the i 2etIVity of sulcont ctinc .xenanc e 1 oaeve Lape-

ing countrics, the wxching. would be CaEeot b merve U aremetion ot gul—

contrectirg in all its forms, ani 11 ooth el and sna il dntuserios | row, the

disappearzrnicc cf the —xchar s weuld net rr Iike 1y v ak (1o,
8 mh.. i~ ' Ahac i e “tron 1- e Ao - - PANE I " PR T Py .
5¢ The TGroup .mohasize : fone 1y the irpertancs o0 ool aringe, as tre diroetor

of an <Xxchan;e, an en. inc ry, prefe ravly a mecnonlead “NoAr vy havin, net more ly
a high techrnical cornctone ara wides proad experionoe, tat 2loa huner quaritleg

and "publie rolations™ teiint which woull wir ii. the trust of the <ntreprencurs,
toth big wnd small. The importenc: of trunt in the ficld of subcortiucting couil

not be wder—estimated,

Subcontracting in the industrizl «siates

8¢o The Group not-4 thut "ancillary™ industrizl es.ctes had been set up in

Irdie =ud4 in Jajan. In lic iz, such ottty nave been estoblished by ~ few jpublic
iraustr.oal ~orporations, and one (s'nte hos been leveloped ag 4 ca=operetive
unserta: ing of subecontractors with the assiotonor of ‘he emrtrector, a privete
compary. In Japan, anciilary estates arc sct up by subcontraotors' co=operatives,

L)
With govirnment a2ssis tunce,

%7« It wes ~onsidered that the establichment of subcontractorst! industrial
estate s vas a desirable but nat an csmentizl measure. M reaver, it wos pointed

out 1n Tany 1evels ins countrics, there weuld be groet difricultics in deve lnping

9]

uch sporializet intastrial “siet o, Most of thooe countrics at. ook 1 griater
Prisrity to the -stoblishment of gonernl- urpose ostetis ond the ~natruction of
Specizlized msnates could bo effertively underteken orly £t r the former had
been deve loped on a sufticient scele and had proved their worth. Cre participant
po1nt-d sut, in this conncxion, thet the -ieve lopment »f smallesorle Trdwitrics on

Fereril-purpose 1naustrial estates could be

Ny

¢2eic zied 1f cubcontracting

Lportunitics existed in the s surrounding area,

e Oome participants folt that, where ~neillary rstates were feasible, they
“ight be develnped by no-operetives of subcontraciars, with some a2ssictonce from
Lo contractor and the government (for instance for obtaining eredit, land,

tu1lding and mach m'_rv) It wes doubtful that contrictars would be willing to
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bear the costs of such projccts. Somc doubts were also exprossed regarding the
chances of forming co-spcratives or nther associations of subcontractors for the
construction of industrial .states, since even the ordinary forms of co-operative
associations Lzd not met, so far, with great success in a majsrity of the

developing countrics,

89. It wac important that sm21l industries cst.blished ir an ancillary industrial
estate should be entitled to using their surplus capacity to manuf..cture far

the open market. This would reduce their dependance on 2 single prime contractor,
an especially important considerition in timcs of econoriic recession.

. e e e A m e e oo a2 oot R

intnrnztiongl_netwcrks

- n

90. Subcontouctin, is cncouraged and facilitated when livge and small industries
are not toc far renote from cach othere as stated earlicr, in the casc of
capaclty subcentiracting vicirnity is most important; in the case of specialized
subcontractin,, it is less important, but it still facilitates transactions. In
the develnping countries, it we: likely that most subcontracting would be given

out locally, at any rate ~t carly stagces.

91. It was pointed out that indusiricl decentralizatisan was a policy objective

in most deviloping couwrtrics, and it was considercd that subcor.trecting could be
promotid with a viiw to cncouragings regional developments  Whonever o large
industry lending itsclf to subcontrocting was sct up in a decent.oalized lecation,
the establishment of srall-scale industrics able to cater to come Af its needs
should be promoted. Such cmell industries weuld clso rroduce for the leocal market.
It might somctin.s be éossiblc to orient enterorises - lr.ady established in such
locations towards subcontricting activitios, rother than to oreate ndw onterprises
to that e¢nd. Schemes f this type should preferably be worked nut within the

context of regional cconemie tnd physiceel glunning.

92. The creation of subcontroeting cicharges wes justificd only in rcgions where
industry wus eoncentrated to the poirt thot it wes difficult to obtzin infermation
on available ecapacity or swvecinlizatior of potential subcontractors. In small
countries, = central cxchan,e could scrve the wh 1c territery and —ven, as was

the cise 1n Sweden, promote sutcontracting among severzl couwictrics.  Wiore sube

contracting .xchanges could not be set up econemically, ~learing-nouse services

should be provided, at the local and if possible the r.glonal or rational levels,

by professional associations or industrial extension centres,
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Fairs and exhibitions

93. Therc was agrocnent that fairs and cxhibitions of parts =nd components were

of great value in the promotion of subcontracting activitics., Tavy should te

held at locmtions where ropr o rntztives of those cigaged 1n subconiioting ather

or frequent. Permanent (xhiciticns mizht Le held ot conveniont centre. such as

the show-rooms of big; contractors, the proriscs of trad: GBsociations, chamvers

of commerre and industry «nd of industrisl extension centresg

e

4. Lven in countries where sabeontrociing is at verly stages, foirs -nd exe—

hibitions could be an important promotion we.nz. ‘me perticipant mentioncd that

the Stonding Comrittec on African Trede Fairs end Labibitions intended to atege

in 1970 @ technological exhilition =and symposiuni on osmall Industries, ond thought
that the ocrasion nay well provide an execllent opportuinity to organize a special
e¢xhibition on subcontracting with the help of int rnational ~rencics ond firms

intercsted in the promotion of exports from developing countrics.
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Scope for interritinr:

ISTTRUATICUAL SUPCCHTRACTING

subcortrctings

ye Lxeert Treng e cold reo Brie v oevrtain roblons relatirg to international
subconiract s, Oelinect 0 arrovicoaent beotweon . torelrn contractor (usually
a lurg. intirn s1000 ] core bunioor 1 cutrsal couwntry) rud smnll suo-
contructere in dove lovanec eon o friec. Tt oroted thet the romiles to the T1HIDO
questionnoire ("Slcmtrootines - Al antlyoac of Int rocciconsal Sxoericrnee" -

IL/vadl/ - cn/m

taking vlace, but n o

subcontractin . The roniice

internctionel subcuntroctires in the

problem desorved turt. ez study, cor
lzatione. hocerrch should bo coner

== ameng lrdustricl countrivs, fror

country (subcontrnctcr) ondoVice Ve

¢6e I mast cases,
restricted to the rroduction, in -
content ard the cconcniles of tie tr

LE(G3)?) indicetod that

CWOT o countrios

Intern:ticnnl cubecortrocting oo

gonc sutcontriacting of tihic tyre was

trvdoan tewer industries thon domestice

reslected ovronising trend for the develonmant of

future.  The Exvert Orow telt thet tiis
ec1 i1y un the rart ol international OTan-
Trod with the different flows ot subcontracting

industrit.l country (cuntraotor) to developing

180,

end e develoning countries,

df.red in paragrath 95 vas

wevelonin ceuntry, ol items with = high labour

anenctlon roquired thot reduced labour costs

shouid 1.0t be offsct by Lis: trarsport costa.

97.

or mone&tary tlocks wog rot

The Orour rocosmized thoot the

However, the axictonce ot cuch arrirgonents uanroved trocde

countricue

€. Tt wus the view o7 1ne Exoer,

tetwaeen controctore in the indue tri

ing countrice should Le <ncour u-ed

modern  snnilecenle industricoe gy, the 1ntt r countrices,
for increcsing subcontracting betwe

considercble difficultice wewid ne g

g

now industri.

the cctivities of The.

cach other.

to dev. 1o

in particular, in Aftrice.

wrd b olped in the deve lopment af international

In theoo countrice were usuclly comre ting rather than complementing

industr;’ or « regionnl or

©xlutenee of common morke ts., free trade areas

rri—corditior for intrrnatio al subcontracting,

rel-tions between

“ubcontracting,

Group thot tie d:- velopment of subcontracting

©.1l ceurtrics and subcorntractors in the develop=-
since 1t would ttimulate the cstablishment of
There were some prospedts
en the develo:ing cocuntries themsclves, tut
d to be overcome, cwing to the frct thet until
Dxrert frour ex ressed its supnert ol cfforts

sub-regiorel basis, ~e was being endeavoMred,




ILAMGAY/3 ey,
0D, TRE(T0)30

b TR ¥
R T /)

Facilities and methods for prowoting internationnl subcontroctiny

¢ The promction of 1nternaticnnai subeo tracting roiged cdi st ctive, technical,

P

fipancial, legz]) and {icee] DIGLL B, oo of whioh Sedte be o lved within the

it

context of dntornational treatics or ride gy otinto, woile seme othors lint

thenselves to the adoption of noticnal TCALUN €S,

100s Measures of intcrnational charncter to “reiot. Subcortrecting raelated, anong
nther things, to trode orelerences, protection or Loreren investmont (4 srovision
regarding subeol tricting might be introduced in th. Intrrnations 1 Convirtion tor
the Protection of lMVAutmeLts), and crecdicn ot int ornoticge | subrontracting ox—
changes or cle.ring nouse systems. Cne corticipagt fugrestod thet an Internstional
Convertion an subeontr ctin, be drawu Ut the Convertion wouwld «of ine the nutund
obligutions of the arties voencsrned cnd weuld orovide for arbitration in oo of
contlict. The ruintion of a common terminolowy, in rorticular of technienl terms
used in inductry, and of internsticnal stancerde, would frc1litste Inturnational
subcontracting, latianal feasures might include, amons others, tax and tarift
concessions, export rremiwas, sneciel tinarcing (vith specicl culliteral systens
for sutcorlr: ctors and special sclemes of goveriaent rnd ban  uarantecs for
subcontrioting operctions ), upecial “llocations of foraim exshane e, rrefercrtial
Allocation of scarce reaw meterials, srecial traloing, etes, ior dumestic sube
contractors. Iree custous zones, including indiitrinl areas and oindustrial estates
for export industries, night serve i~ prancte not ornly exXports but -wiso international
subcontracting,
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V. TII'TERNATICNAL CO=OPIRATIC FCE THE MRCMOTION OF
SUEWONTRACTING 1N THL DREVELCTING CCUNTRIES

101, The Exvert frow wted with ouoreciatics the vork carried on by UMIDO

and the Leveloonent Cortra of CF0L dr bhe o lae o cmall=ger le indugtry and
subcontractirg throueh ctudlos, meetbings ad techricul co-oneration netivities,
Two countries ;o rreconted ot o Lxier . Jrour ~ lnuii ane LUTROY = were Teoelvicg
technical co=ouerztion trom bLe th or¢raniziticne for the 2ot blighnest of sub-
contracting exciin es, Y0 OLIEI COWtT Lot = C1secn and Siain - hod received
assiotance fromw the Intornotion ] Aseoci tior o Cr its rae Smoll rnd Ve dium=

£ized Prntororicec,  The Groun relt thont tiere Wi uei scone for inereccing

technicil co=creration in the tiola o Lubeontroctivg: in the deveo lonin: countriess
202, Buck co=oonrnition alohit Loke the tors of cxpert ceslotoncee 1o industrial
extension centree in scttin: w "arcitlory” drdustr demartrmertaes o yrort advice
for the establishment nnd orer: tion of subcontructings wxchnrges or clearing
houses; troining ot wrcillary oxtensio arficers, ir prrticulsr through fellow-
ehips cbroad ~= tiie uigmt inelude, in varticulir, treivin vit oin exleting
subcontractivg wxehans v or drn the curchcsirges de o artmonts of ' corncr-tione

engaged 1 subcontroctives and odviee to oL e be nr the Toon ] Lad adminice

trotive asiects of the prometion of subeontr totin s ket donestie wnd international

C3e Inoview of thy conpid Table shortuee o . oxrerts i curcentracting, the
participante from the indurtrial cowrizies wore vovited e submit to THILC and
OECT the names and resumds ~t meyeopiel suitab ) for eXpuert migslons in this

field. fovernmenrte and other anthoritics o1 thorve countries were olse irvited

to make availal e their subcontrocting xeromecs cnd othe focilities, including
those of rrivat: industrics, t¢ troinecs tfrom the devetoning countrice, 1t was

pointed oul that cxrort wissions oy the cet-diishmont of subcontractinge cxchanges
or clearing-housc thncilitics weuld sonercily Le of short dur-tion, but that they
would require, on tie vurt of the reeiient country, extensive ndvance gurveys

of small-scale industries able te scrve o subcontrioctors; such surveye shouad
cover their cquipment, procuction carccity nnd specrnlizetion,  Tn the short

peried of the niesions, the sxrerts would nnt be cxnected to carr cut such

surveys themselves, ror to draw up lirte of rirts, comnonents or onerctions lending
themeelves to rubcontructing. Such tacks were to b und.rtaker, ~nd later en

continued, by national agencies.,




1064. There was z21so scope for int-rnational co=onerction anong - ticnal amoncies
involved 1in the promotion of subcontracting, such oe industrion deve lopmernt
corporations, credit Institutions, irdustrisl extensien centres, sutconiracting
exchanzes, chambers of commerce :snd industry cod otier crofesercr ol ssLoctations
in both the industrial ond tle develoringe countric s. Such co=opcrition could
tuke the usucl forms of collection nnd Uluserln tion of inform tion, wd orgonizae

tion of seminarc, vorking parties und training progerammes,
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AGZNDA

Opening addresses und irtroductory statements
Adoption of the o endn

Seope and psture of suvcontirociine pnlicies nnd rogrammes 1n developed
wnd developin © countrias

(u) Definitior. of sucoontrocoting, [ts place 1n tae cceonomy 1in ceneral.
Its roic an oindus riol development and particularly in the promo-
tion of spoell=s ol inauwstry

(h) Review of yresnt ox, wrion o oan - onunear of developed 2nd deve-
loran., ~ountri.s

(c) Ponsinility and deoirecilits of mubroptractine <3 ~ mewns of indu-
strizlisnticn of developin: rountries,

lieasures of gromotion, nsil..ion  nd  retecotion of suvcontractin in de-
velojin,m vountrias

(n) The: role of jublic pelic; and anstitutions in subcontracting

(b) The role of .ndustrial exiension centres :nd other .romotion and
agsistance yenclas

(c) The rele of lurgse industry

(d) Tre role of small-scole industry

(o) The role of priv.tc ,;roups

(f) Deontology of subcontrirtin: - jractices and rules of action
Special instruments of promotion

1. Subcontricting excl.mgses -nd ~learing-houses (pu.lic or grivate)
2. Succontracting n the industrial estntes

3. Subcontracting and integroted aren developm2nt: local, netional,
re;sionel and internstional netiworks

4o Fairs and exhiviticns, oto.

Internitional subcontracting

(a) Scope for intern-.iional subcontracting

(b) aci1lities and methods for ;romoting internztional subcontracting

Internationzl co-operation for the ;romotion of subcontracting in the
developing ~ountries

(n) Role of and ec—operation -umon international organizations

(b) Co=cperation amor.; intern-tional agencies

Adoption cf ronelusions ot the meeting

Closing addresses









