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INTRCLDUCTION

Argertina’s car industry is a particularly noteworthy example of the
way in which sutcontr..ctin; arrargements Letirecn car assembly tfirms and
their supplicrs car be uscd for speading up the industrialization of a

country,

Before 1359 arpintine inductry played only a smill part in the auto—
mobile secctor. Therc were enly one or twe usscrbly lines in exis lonee in
the country and the factories were mainly concerncd with the manufacturc
of spare parts for imported vehicles,

But Laws Xo. 14,780 and 14,781 of 1949, by offering rmany advanta. es
tc invectment from abroad, cncouraged the manufacture in ATy ntira of

vehicles which had previocusly becn impertud.

In particular, thic legarilation rave customs -~rotection to all ,oods
manufacturcd in argentina by rew industries on condition that the intesra-—

tion of their production adlicred to the projramme laid down by the otate,

Thus, durin; *he first few yYoars of their exictence, the ageembly
plants wecre atle to carry or importin. many of tic Parts that they needed,
but thc number was o n reducced Ly rostlatory decrees.  brom ! pur cent of
the FCB value of vchicles in 1965, thc proportion was rcduced to o por cent
in 1967 and to 5 per cent in 1968 for rrivat. vehicles; percentages fer

commercial vehicles have romainea niiher,

after 1949, arproximatcly twenty makies of car were authorized to set
up assembly limeS in ar, cntina., At the samc time, the sales or vehicles
assembled 1in ar entine increased S 1ftly and reached 194,936 units in 1965,
including 3 different modcels of car and 32 comrircial moduls,

But Leginning in 1966 sales stopped increacing amd fell back slightly.
In 1968 an improvement has becn notcd and thc¢ annual average should be in
the neighbourhood of 190,000 vchicles,




To keep ur with the fast rise ir ordirs and to integrate production

at the rate fixcd by she law, the ussembly firms have had to seck the co=
operation of mall ard mediur=cized firms cithor as suppliers or as sube

1
contractors,

In fact, the iS8embly crtorrris.s have Never ourriwd out more than a
third of tne wanutacture 1n their owr. fictery, snd most of 1t has been

farmed out 1, otn. g 1105

Thus at the cnd af 19648 the car industry in Argentina included
approximately®

10 assembly vlints;,

2,000 smalli and redlum-si za enterprisce, supplicrs or subcontractors
to the above .

Thig papur; comniled followin, n LNqUITry conducted by the Investiration
Centre for il thodn and Teehniques 12 Small and Medium=Sized Enterprises
(CIML) of the National Institute for Industrial Tcehnology (INTI) with
the aid of:

The UnderSeeoretari-t of Stat. ror Irdustry;
The main carp Assemlly rlarts in Ar_tntinaj

Twenty henis of prypms Goleetad from amene 8t t.e suppliers

Or sulconiric’ors rt {neos. rlants;

Sets out probl ne whien Nave arisen during Arsentina's experience in sube
contracting and +). folutions wnich are at Present being applied or are
desirable,

Weo oo selilov CUrscL L8 to the automobilc sictor because 1t is mosgt

representative hoty of tac effects of the Law of 1959 and of the 8ystematic
use of subcontrxcting.

Y & supplicy rarufactuces his own products ang distrib
his owrn listrituticn NewWork. 4 subcontractor, on
WOTKsS on ondors rrom cther fimms, Carrying out a
behalf oy manufacturin, individual parts,

utes them through
the other hand,
Irocess on thejr




I.  SUBCONThaCTING AND &SOSLIBLY FL.NTo

Subcontr-ctin, cff.rs such rdvant . s to assembly firms th 4 the

latter Arc making incr. wangly ystomntic use of it,
In Arpertine cir ~esemely plorte oround 1t p rircularly advanty, cous,

£1rst, 1t permitt o ojoriin oo op monuloturcr. to ostoblish plants
in the country witicut 1 v1  to m k. 1l ke nieccooiry investmonts for

¢stablishin, the int. ratod produc tion syctems lormndee of th.om.

It ¢nbled mannow r nd plon: Alroady in o oxactorco an ar, ontint to
be fully utilizcd swiftly within *i flexable framework of smll and
medium=sc . le .ntorprises,

At the same time 1t @ ved 55omb ¥ plante from h-vin, to bo.r the
burden of morket fluctu~tions ~lone, by pumittin, them to p13 on to
the suucontractors the technic-} diffi~ultics nml the timancinl cout of

the virious modific tiens introduccd INLO L manut=Cturing programmes.,

Lastly, 1t wis possitle to keep down the cost of nowly monuficturcd
parts o8 a result of the rlitively low fixed costs oy subcontricting:

onturpriscs,

Howcver, the subcontrrcting system wes not without its drewbacks

for the asscmuly plants.

The firet difficultics betweorn mnufcturing «ntoerprisos and guprliors
arove from del ys “nd irr.;ul.ritiee 1n the delavery of +irta, Cften the

two disadvant ., o5 were combined vee . - reJecte compoundad the {eluyo,

To count.r this, qutlity control departmontse ot nesembly - lants
had to pcrform the difficul® trck ot fpecafying teo subcontr ctors the
Sstindards to be met, nd som tims te e 1pt thim an applyin, the oo
stindardse These requirem nte, woich wer. now tor Ar_untine 1ndustry,

had profitnble rosults for entorpriscee cccorting the ascipline 1nvolved.

To m.c¢t the difficultice, scvorid of them purch .6cd licenc: . 1in
ord.r to kenefit from technical 831t ne. C1ven by forcln enterpriscs

and thue achive quality of an int rntion.l st nd..rd,

Others manased to establich such effective quiiity control of tacir

own th2t the assumbly plants could rcly on them completily,
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Morcover, most of the

on 4 workshop boSie boc g

Alon,ci1dc the werk of

sranted tholr cuccontr:cters tocnnic 1 ngcistonce in tace form of visits by

‘ngineers, invit . tions to vicit the asoumily plonts, nnl cournes conducted

-

ty their own ot [

-

WUt prites gemaan the

subcontroctorr,

Th. coot of Ar entinc

subcontractors previously working morc or less

accustomed to working to industrinl standards,

qu~lity contrel demrtments, some nsscmbly plants

moct doliente prouvlem [or nssemblv plants and

¢ r components 1s much hisher thuan thot of

Eurcpc n o0 am o ricon corponentt,

1168 pricew fer voharlod

nbout double Lurepenn pricos

Tmie vl e o e drgentine cnr industry in o weak position, within

the country 1tooli 2 woll

com,utitive.

¢ on the world mnrkct, where 1t 18 scarccly

The murch-aein, dopnrtmonte of nssemuly plonte lnwve therefore been

cystomnticnlly trying to moke Su orcontr ctorc lower thoir pricun,

Th # worre p rtinlily
entorprises tin

by utilizain the v . oun

Py opersuasion, hioeussing vith the howds of
Pblishmont of *hoir monul cturin co.te, nd partially

of ~or titien or threntonines to amport parts

irom Furcpo or tu Unmited ot t o within the percents, o lovels a1llowed

by th  l-w,

The gen.r-1 "es.:sm.nt by th. ~scembly plonts of their subcontractors

1ot owhil thoy Loove ooor o o tisinod with the quality of the narts bcing

deptverod te t

“re < bill o toe i h,

n 1068,

th'y rnov rthelens concider that tho.r pricoes

K1 tion ctwoenosscmbly rlarts anpd tholr subcontractors vary

The twe 0wt L xtrome

wi themr,
Alticw ioan ¢ ity
vy U Jor irmo ro.

Yo ooy subcentr ctors

weoendiry fe thoeir trolitions crd the ree «Cctive man- uments,

ftituwioe ore c1thor a0 1ot attempt to
te compotition or, on the oth.r hand, to

fotn. —whai

28

=1

t. closcly

FeLiTeE e ret the U ool r=cut, positions ndeopted

troc ol oK te crne or o1 of theoo. twe ~ttitudes,

mnufcturcd nnd nsscmbled in Argentina arc

e A
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i
i
4
i
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II. OSUBCONTRACLING AND SHALL aND LIDIUNmOILY ENYLLPRIShy

The introduction of suvcontr-cting, in the nutomoi-1le indut try was not
simply the result of - deliberate d.cision Ly tuo contricting fctorice to
utc the system Lut 2150 o1 the Lrecind circumst.onec: mposed on thoem by the
Argontine Stoto when it Jveopermicogon to L larpc nmamoer ol forcign firms

to ¢otablish plunts in the country,

Since thore wore too many or thewe firms for them to Lo absorbed by
the int. rnal mworket it bocime dif{ficultl tor evach of the new entourpriscs
to make invietments, op ortunitice for mrortizins. inve. ted C:pital being
limited.

Thereforc nccessity, o nmuch o policy, lad the nssembly tactories
to utilize Argontine industry [or nenuficturing the parts which they

required,

The: first entoerprives that oiferig thasclves wero raturally those
which had alrcady bteen munufacturing . spare part. for imrorted vehicles,
The change in their markct wog fenerally beneficial to them sinco Proe

viously they had been working without any concern for qunlity,

Other enterpriccs which Luenme anvolved were thos workings in othor
branches of induitry, 1or cxmmple those menufeturing hous-hold ¢lectrical
applicncer, riilw: vinicles op coricwlturel meclianery,  The ve snterprives
found in the paguingel c.r ooctor o ropidic ind ttesddly of veloping merket
offering orders of 4 more or lusg rooulr neture Lproad over th whole yuar,
whereas their provious nerkets had been more cubject to uncort.intioy and

irregularitica,

New entorprisce lio Fiedy 8ot up to cwonulcture vehicle parte

whic* up till then hed been wported,

All such firme hud to mike frent offorts in order to dapt to the
mcthods and qu:lity roquir mentc of the ¢ .r inductry. Some of them were
oblifud tc drop out; tut thosc which ove re ume the o..tucles benefited from
the industry's remarkacle devilopment md the diff iont forre of wesiutance

rond.red it by the Strte, particularly throush protective v oriff.,
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Thus, out o1 2,000 subcontrictors ..t the present moment workin: for
the eny ncgonbly plunt., 1t con be siid thet mont of thowm origin.ted in

emall firme, rumtciin, no more than 1O vorkers 10 or 1% yoars 7O -

It i 1lte notvvorthy ti U the —xpnoion of these cnterpriscs has
most [requently t ker Ll oo wndor th ~onirol of vom.on: who was ori;inally
A owkilled worwr.e Uuriv, the enquirv it transpired thot the mana ers or
ownerwe of 1Y cut or wvery S0 riorprioon werse workers who had set themselves

up &t their own oxoonte with the ovinge of their framilics or friovnds.

These tirae vore normalls oo caacall initinlly to bencfi1t [rom oxternal
assittrnees They thore fore obivined plint wnd cquinment 11ttl. by little
ueing Likir own unds 1nd/or cvedite cdvionced by mochinery curpliers.

Leter ony when the y Lod venched o coitoin Lintneind Clanding g they nvailed
themsclves ol s viriow: typeo of loan: wlvenced thom by th. b nkc, but

always with o eoct o1 of e utione.

Unlortun~t 1y their inveotments were carcicd out in o nuephezard manner

as and when owvdors from the rwsembl;

firms came in, «ith the rceeult that
the differvent cubecontr.ctors vorticipating in the oome menufrcturing stores
Are now often ovir=cquinpeds  The plant surplus plus the 0 1l-oif in snles
has meant thnt oo portiown of the plant availibtle works -t less than 60 per

cent ol ot totl coproity,

There has never boon any @ Ltoapt at co~ordinating invc: tmente on the

part of cithoer th. nwoembly plante or their subcontructors,

Iv 10 true tivit & horizontal subcontr ciing, syutem hat grown up among
the subcontr ctore themselvoc, but onl: on on cipiricnl bocis and only for
certain tpceific jobs like puinting or ho-t trentmonte Thoere have never
been any contral oy oncice for cubcontracting, for cxample, to rationalize

the purchace nnd utilization ot MACHINCTY .

More ottin thin not, ther.tfore, the heads of small and medium=scale

vnterprises hive suecceded in rocching their prosent industrial level

through thuir own ctffort: :lonc,.
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However, in snite of the wdvantrgcn cnjoyed by subcontractors in the
automobiile sector, they have encount red and are still cnecounterin: cortain

difficultics with ih. contrictin:  nt. rprives,

The dauffiadty oot e duently dercionod Ly bl cubcontroc oy in th.ir
comment: 1t the incufiiciontly, 1.r etehict ovderod from thom amd the v ry
Iarge numocr of difi port prerto o corprizing the ondo rviy Thon tuo fveterw
prevint thum from plonnin: +thir tebtivibics cheod cad from lo, s rin, thoar

manufiicturin, cooto e they wodd 1ike,

The subcontroctor. arc well uropo o1 the dinnnds of Lhe morket but
they consider thet tochnie 1l rnd commerc1il soudici should meke posuinle

& reduction in the range o1 products nd more accuroic Lorcoa. tu,

Furthermore, they think thiot bl ordes pliced are sanll bucause
some acsembly firms delaiberitely ¢ive orders to o number of subcontractors

Simultancously to keep then compotitbive,

They admit the nced for competition but would 1ike it to be limited
to a mamber of more quialified enterpriscs which would then r.cecive larger

ordurs for each type of prowuct.

Final'y, the subcontri.ctors consider that torme imposcd on them by
the assembly plants are often beud and thet tettling, up periods are too

long and place »n unduc burden on their ros.orves,
In fuet, the opinionu of the sulcontricion, wout tne assoembly plants
vary according to the cxtent of th v litiong they hove with cach of them.
Soma of ‘Lhe. wre clo: cly linked to zangle clicute, but moct of them,

in order to salupuard their wndependence, try to maintain tics with as

many assembly [lirms .z possible,
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IIT, SCLUTICKG:  wUOPTED C:n ERVISAGED

Detpits ite amporfoctions, the cystem of subcontracting used in the
utomouil. sostor ir arowrtinn koo beern tn important ficter in the country's

inductrint v lopmont.

Footr1e wovoicpment oon.inucs to .ncountor dilficulties which could
Fave boor vero ol Dol cort o ur cusures row bein. adopted or envisaged been
terosfeen 2t Anes urlior Stogs

&
& L

Firot o1 1D, 1t i cltamated 1ot o the tworty or more ont.rprises
“hizh were sry antily ror-1tt 0 o1e oot up nosonoly ol onts i Arsorntina no

more thor ter v otill 1r 31 tunce in 19668, Ard to1s Slimin.t on PrO=

3

CCefS WS not token plocs wotacut scc1tl Cnd ocoOnomic repercussiorns,  The

subcontrictore workin, for ornoorrrises which cloton dowr L ound thensclves

-

n o didfieuls situnticn nd come o1 thum w.re obligul to cente opcrations

as well.

The spere »orte morket nlno raisce rroblems, since 1t is compcted for
by pirts or product: - nufcturdd nccorainge t  siondards impo8cd by the car
manufccturing firme thencolveo; parts er rroducts manuf cturcd rithout
Tu.l1ty control cy ntireri i soliin lowrrice creducts, nd fintlly
perte or rroduwets monultctured by oniorpriced which sy or mhy not hold
Ieences but vhieh xo 't sptan to ¢.in o foothold for their brands

toth Ly virtu of quality 1t by comro:~171 ~ction.

The subcontriciors workiii, el .. ~uly plonte, hoving men ements
morce industriclly thon commorca 11 ori~nted, enj)oy orly = smnll share
in thic m.rket “1thowh 1t 18 much 1.1, 1 than the nwocniely components

market,

Usunlly, the only wny that subcontr-ctors have any rccceee to the
tormer 1 vie doclor with concorgions from th ~oioioly onterprises,
wne Loll or the morh.t op.xe porte oi the oame st-nd: 1l s those used
in vehicle tesenmbly. In foct, the same prrts, monufncturced by the sube

CORtr ctere nrd tousht 't the

[44]

“me vriccs, are uscd cither for assembly

or for supplyin, the market with spare pnrts,
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The situation of the subcontr ctors 18 therefore currontly . 1el.oms

On tle one n~na Uicy do net hove *hne cldvent. « of s . 1.Te Trod.s «. 1. 1ns
availalle to assec Ll firme ar th 501 Tore 1 ort ™iy, Un tre ot
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INCre se *no 1orcr of -raduccaer L LU P O S S T T Y

Portly imrosiacle bucuse o+ SRS AR S T T S T SR T T R B O
ducte wkich ~ro net Ml Tled 10 TaLaity oentie. oor ILr oanoidor tle
rrofit murrine te 1oLl.ore.,
: 3ut in tie lon- L T TR ey o) o SR U R T S Toput otien
. for thcir product: Cthrew h b Deu 1oty werk g w1 v/ they cap sell
toth on *h spire oot ~orot nd on e ootperont Tk T,

Som. unt rpric oom rutootumin butt e ar peg £y oo c1ted s
eXSRPles Tul mort of the.o <re o yolu *- Woat vy tle rae o0y ferelgn
brand with n int.rn tior-i Poput taon, canut cur bty the A onting ontore
Prisc¢ under liccnoc.

i Hovakr, 2ortoan Artonting s i1rmioan tX1Stenee e nlr g tryving to

evtablish thelr own trmd r ;oo neoantreduce tuem to the int ormol markot

01 to tho int_rn . tior-1 T e

The dirfi-ultaics - neounte: o vy otue cwto o lly plant crnd the subc ore

tr.ctin, ont rrricee hov, ircody boen vttt ily zolved,

af notcd “bove, the subcontraicteps b verode nosontrdl okl L (fore

H

o wmprove qualitye Al 1 o pumt o o them have wwvor wte it hes therr

i

own qunlity centrol Trrapgcemerto; o cncolling thor to (1) to the wsoetly

FY PSR SRR

plonts with 10C | r ~ort Cunrintoet,

18

On the other hind., th. weerbly rlnte heve mid Ciforts to IMDTC Ve

the torms of thair orlire n' thorten inveice .o tlomont TLTi0ul,

i : ] ~ 3 b B

; Thus, in 1968 Tirr order. - v nerm:ll) ¢o.n one o1 two rmorths ~hcad
i

E

and provision~l ordcrs two to threo meonthe chend.

At the same timc, outst'nding Lalls h ve been scttled within 90 days,
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