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INTRODUCTION

Almost all developing countries are making an endeavour to industrialise their
economies. This process can be speeded up if there is greater co-operation and co-
ordination of activities of national chambers of commerce and industry, government
departments and international organizations. An attempt hasz been made in this
paper to identify the different areas of co-operation and the form such co-operation
should take. The types and the structures of chambers in different countries are not
the same and therefore the patterns which this co-operation can assume are bound to
vary., However, the organisational factor has not been discussed here, because it
forms the theme of a separate paper. The suggesiions which have been made are based
on the assumption that the ohambers of commerce and industry are voluntary and the
nexus with governments lies in common interest rather than common organisatiom.

1.1 The economic problems confromting industiry are different for the small-scale and
the large-scale sectors. It was, therefore, felt that these two sectors should be
considered separately in the discussion adbou! co-operation and co-ordinatiom with
goverament and international organisations.

1.2 The paper ie divided into four parte: 4n Part I, the general background against
whioh the problems of co-operation have to be discussed has been outlined., The
specifio issuse oomneoted with small-gscale industriee and the oo-cperation bdetween
saall-soale industries and large-scale intustries, om the one hand, and small-scale
indugtries and govermment, on the other, have been analysed in Part II. Part III
deals with the problems concerning co-operation between large industries inter pe

gnd batwecn large industries anc govermmeni, Part IV emphasises the need for greater
inte:national oo-operation through UN organisations and business institutioms.

1.3 The paper is influenced by the experiencee and lessons of India's economic
developwent in the past two decades. It is, however, felt that the problems and the
issu.s are not very dissimilar in other developing oountries and the type of imstitu-
tiocni) wrrangeseats which have been suggested for greater effective co-operatiom for
indusirial progress are applicable with suitable modificatioms to other couniries as
well.
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1. THE GENFRAL BACKGROUND OF CO~OPERATION

1. Ia any programme of economic develorment jndustrialization

‘Gocupies a central and pivotal place; but industrialisetion is an

intricate and complex tagk. Most of the' developing countries,
therefore, have adopted national pla.nning to smoothen this’ process.
The pattern of planning varies from country to oountry. Whatever
the nature of these plans, it is obvious that their fulfilment

" 1ies on the extenit %o which industiry parcimpatu in plan formula-

“"‘ion and is able to implement industrial programmes. What is

“ necessary, however, is that the plan is not superimposed and is

e
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" drawn up in consultation with different sections of indultrv.
" This will mean consultation al two levels: ‘

(i) Between organizeticus of different industries
snd the national chambers of industry, and

(11) - Between the nationai choubers of industry amd
the Govomont.

2, The first will ensure that the intcrut of diffomt sections
of industiry are proprly taken care of and the uooud thst the
programmes of deulopont of privatc industry are m'hp.tod in

the overall pu.ttorn of devolopont.

3. Plan formulation presymes an inatitution consisting of .

. different interusts. The main problems in the- forsulation of

the plan for industries which givo rise to oomfliot, but ku
reaily require co-ordinatien urey-. R e
(1) Do-stailing of: the State sector with the private
notor; . _
(n) Intomtieu of lull- m lwlo mum;

(m) Ognaistency and balance in the groweh of cu‘tmnt o
* kypes of industry. 2

-

B S . . e . Lot N B KT




Industrial
Poiigz. .

of
on

4., In most developing countries which have a plan of ome sort or
another, governments have an industrial polioy for demarcation of
activities between the private and public sector. In India this

" has taken the shape of an industrial policy resolutiun which was

first adopted in 1948 and later revised in 1956. There are,

however, no a pricari reasons why any industry should be in this
sector or that. At the same time, purely from the point of economio
necessity, governmments may take upon themselves the dovelonunn,tf‘ot“_,‘u
those economic motivities (for example, infrastruoture) far which
private sectors may not be able to find enterprise or capital.

5. Industry oonsists of units operating at different socales of
production. At the same tib, there is obvious economio tie-up
between small, medium and large units. Small units may be manu-

;f.otvring consumsr goods in competition with medium and large units

or on their om. They may alsc be manufacturing compoments for
medium and large units and thus be ancillary to them. In faot, the
ancillary function is the most important aspect of small indusiry.

6. . The intsrest of small and large industries can scmetimes be
divergent and therefore give rise to conflict. From the purely
short-term eoonomic point of view, it may seem that relative

shares of these two sectors should be governed by considerations

-about economies of scale or simply the cost of production. But

taking a longer term view, it wtuld appear that an effart will have

“to be made to deliberately induce the growth of small enterprises.

This is 30 because most developing countrdies do not have enough
eatreprensurial skill. ' This talent has 4o be cultivated y creating
opportunities for new entreprencurs who have often to start businsss
on a small-soale. It is trus that development of small industry
osmnot take place in isolation. Almost always their development is
elcrely asecoiated with the granik of large-scale indusiry,

?
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7« A programme of industrial development has to be consistent and

balanced to ensure that progress is not held up either for lack of
Since a developing country is not expected

inputs or of markets.
facilities as the more indultri.ulind

to have the same infrastructuwre
oountries, it is inevitable that the cost siructure may initil.h.r

be high. If the economy is 1ot‘t oonplptoly open, industry may not
even take root, Hence a oortain degree of protectim becomes
neoessary on the explicit understanding, however, that industry
within a given periocd of time 1«/1_1\1 be viable on its om. This
means that the choice of industry is suoh.that looking at the
utura.l ‘Tesources, aptitudes and skills d’ the people, industry
ultiutoly enjays a © comparative cost advantage in 1ntmtim1
merkets. The targetis with rnpoot tc each induntry are better left
to iqlountation on the basis of market omidontiml. However,
in sectors in which the protit motive is vuk, sdditional fuﬂitin
may have tc be given to see that immediate considerations do not

dampen lonc-torl intcrutl.

II. CO-OPERATION BETWEEN SMALL AND LARGE WNITS AB
ANCILLARIES AND WITH GOVERNNENTS "

B ] ) ‘
1. A large \mit has normally to purcbul' {ts oompcnents from

the small anoillary units. This helps npecialisation and inoreases

 produotivity, The small subomtractor, in dus oourse, grows htt

a larger unit apd the process.of anoi 1lary -production is oarried a

l'up further. In most countries, laxge umits choose their ancillary
.swppliers on s competitive basis. But there can be a greater 0o~

. operation between the anoillaries and large umits, partioularly

4n .the following areass -
(1) W " parent firms cen give technioal
designs; instisute quality
ocntrol, nntu-icl inspection and such other

facilities which would ensure that supplies omform
to specifications and time-schedule.




(ii) "Pinancial assistance: Where the -parent oompany
has an arrangement for btuying from a specifio
ancillary unit, it oan also provide financial
asuistance bty way of long term loans, advance
payments in respect of purchases, etc.

(1ii) Mavketing faciiities: Ancillary relation
rngures a guaranteed market for. the.producticn
of small units. Most firms have suboontraocis
for a definite period of time, '

(iv) Infrastructure facilities: Large units oan
provide built sheds and connecting roads,
Some advisory services can also be provided in
SR réspect of labour relations, management and
organigzation, Overheads such as medical
dispensaries, schools, recreation facilities
oan also be made available to ancillaries on
subsidized rates. This is possible only in
o S . casmes where anoillary units are loocated in the
e e o , noighbmu'hood'.of the parent unit. .

v, cs+ 2, As & working basis for complete co-operaticn betwsen the parent

/2 -~ and the aneillary uniis, it is desirabls to have a code of ocadiiot
Code of ~ '~ - governing the relations between the two. In this code of omnduot,
Tonduot the main emphasis shoild be on regilarity of arders, adherence to

~ supply. and delivery schedules, standards and apecificatims, prompt
payment of bills, eto.. . o

3. To facilitate ancillary units to establish oloser oontacts

‘with parent units, it is desirable to establish subontracting = - -

 exohanges. Such exohangus cperate ih some of the Burcpean ocuutries

subocuts " a8 olearing houses of inférmation. The requiréments of large soale
ﬁx units are booked by the Exchanges ch behalf ‘of the subocontracting
units o other small scale entrepreneurs. Arrangemente like these

_slso protect, the interests of small entrepreneurs who are generally

.pot in p strong bargaining positim, .- o

v . .4 Apet from assistaite rendered by laige sokle unite, , _ ...
_asststance aé &esoribed in paragreph III. 4% ohn be providéd gt it

r e S . . LI
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III, CO-ORDINATION BETWEEN LARGE UNITS
AND OTHER SMALL INDUSTRIES

1. Besides ancillaries, there are small enterprises manufacturing
a variety of consumer goods. Quite a few of these items are not
manufactured by larger units and, to that extent, the small scale
manufscturers have natural proteoction. To promote development of
these industries, definite facilities oan be given by large
industry as well as governmment in the field of finance, raw
ntorial-, toohmlogy, marketing, management oounselling and quality
omtrol. Large industries for oxulplo, oan supply machinery to
such units on deferred payment basis.

2, A major handicap in the development of small industry is the

marketing of their products, both within and outside the oountry.
In & number of cases, large units have successfully endeavoured to
overonmo this difficulty by underteking marketing of the products

under their trade name. This type of mnnphm is Mimu
useful in selling the goods atrosd. SR

3. Some of the small industries produoing oconsumsr goods also
operate in oompetition with larger units. They are able to 4o s0

.for soms special reasons like advantage of location, speoializatiom

in specific fields, market differentiatim snd so an. However,
some areas of confliot may remain. To resolve such confliots,
osntral organisations of large and small enterprises may form l

.. Joint panel or committes to discuss such issues and to {mpose -
. voluntery restraiants and comomio disocipline.

4. In some countries like India, governmnte have set up small
industry institutes to give techmical guidance and other institu-
.tions to provide finsmoial sssistance on lideral terms. Also,
industrial estates have been set up with suxillary- faoilities like
water, power, tmpirt and commnioation, eto. The Government of
India have also set up a Corporation to provide machinery an!
equipment, both indigencus and imported, m hire purochase basis.




Price preference ranging up t¢ 15 per cent is given to some products
ofsmull industry. Hdwever, eiberience has been that the facilities
given by governmente may not alway evoke adequate response from

the public because cf lack of,e};trepreneurial talent. The gap can
be made good, if large units deliberately follow a policy of
inducing their trained middle lavel executives to go in for small
industry. )

IV. LARGE SCALE INDUSTRY CO-ORDINATION
" IMTER-SE AND WITH GOVERNMENTS

1. The large scale industry pioneers'the process of industrialise-
. o 1o, This is because teshnology is comsiderably advanced and the
" pemefits of relatively cheap labour aré more than offsel hy higher
Tippediotivity of oapital. In a variety of industries, like steel,
. - ‘fertilimers, petrochemicals, electrénics, ¢il exploration and
refining, industrial mabhinery, non-ferrous mstals, automobiles,
.~ wagon'ahd ship-huilding, etc. which are orusial in the dewelopmentt
‘process; the sise of the unit has to be relatively large.. These -
oen be set up only by entrepreneurs who have suffioient ii;;iiiom

“v.s"  smd expertise, It often happens thai the implementation of the

project requires foreign oollaburation, mainly in respect of
teohnology and partly for cepital. The need for foreign capital
{y pronounced when the country is short of farsign exchange, whioch
is & general feature of all developing couniries.

"2, The development of lerge soale sectar on heslthy lines
| - | .

(a) That the projects are oarefully selected om the
Yeasis of ectmomic feasibility.
v 7r(p)  That the extranecus donditions necessary for
age .. cpereting the project on commeroial lines exist
o are oreated.

LI ]
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(c) That forsign collaberation is ty and large in the
foam of joint ventures between tbe national and the
fareign partiss and that governments in consultation - °
with national chambers draw up guidelines in regard
40 the terme and areas in which foreign collaboration -
technical and financial - is welcome.

(d) That nascent industries are given adequate protection

in their initial phase of development and the
national chambers are consulted bvefore entering into

bilateral trale agreements at government level.

3. The development of large scale indusiry presupposes the
availability of necessary infrastructure faciiition. To begin with
industry must be able to raise long-*erm funds bty issus of equities,
preference shares and debentures. This is possible mmly when the
oapital market is well developed, and thers is a proper institu~-
tional framework. While most developing oountries have made some
heedway in this direction, there are also ceonsiderable gapr to be
made good, To the extent finance from private sources is not
sdequate to promote the desired rate of growth : governmentis
have set up development banks. The shori-term romximfl for
working oapital are ususlly financed from bamk credit. It isj -
sherefore, necessary to aotivise the growth of the bank seotor
threugh btranch expansion. Governmnts' role in development of
industry is more predominent in the provision of other infrastruo-
ture facilities, like power, water, transport and commmioatims.
To ensure that the supply of such facilities is adequate and
regular, a standing committes, represented by oentral chambers of
commerce and industry, the chairmen of public utilities and
' governments may be forsed to reviev the situstion and take advamoe
aotiom. |
4. In the development of indusiry iesues are bound to arise whioh
at least for the time being may appear like bottlemecks ard tend to
' {mpede the developmental farces. These may be olassified intor

(a) Policy hurdles
(b) Shartages srising from mbalanced growth.
(¢) Iner-industry oaafliots.
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S. Some element of control is implied in balanced growth. The
extent of conirol, however, partioularly in politically sensitive
countries may sometimes exceed desirable limits. This leads to
r"multiplicity of competencies". In India for example, an
application for setting-up an industry has $o. & through various
departments like Industrial Licensing, Foareign Inmtmnt Bo-rd,

~ Monopolies Commission, Coantroller of Imparts, Capital IQ_M

Control, and the Financial Institutions from whioh money 38 -
barrowed. This procedure inevitably involves delay at each stage
wbisk can slow down the rate of investment. To shart oircuit the
proconing of upplioatima a high level lla.tiaml Committee with
exsoutive powers, lhould be oonstituted "with the Minister of
Industries as its chsir-nn, and oomprising of representatives of
\he relevant Government Departments, and Central Chambers of
Commerce and Industry. The Committee can meet at regular w

" and take decisioms on various applioatian. No applicatiom should

be kept pending fer more than six months.

6. Developwent of indu-triu oan also be hold up because of
temparary shortages in oritical areas.such as raw materials,

capital goods, eto. The plamning autharity, omiuting anong

others, of representatives of Chambers of Commeroe and Industry,
should keep track of implementation of phnnod programmes so that
advance action is taken to avoid poniblo shortages. The funotion
of npmiling the plan 1Q1mntut:lm oan h- ontru-tcd toa
npucto oell in the plapning body.. . .In spite of such institutional

. _,dov,iou, no foolproof mnut oan be dovind to see that

development is totally belanoed. This is because eoonomio situatiom
cannot always be fm-m oa-roeﬂ;md qdmporoltditl ssasures
taken. Therefare, to the extent pouiblo, deficiencies in internmal
pd'hﬁim iy have to be mp]ilonntd Yy iwa'tl. Where the
defiolency is in respect of internal services wliioh oannct be

taported s re-allosetidm of svailable supplies is made. This

mmpyaﬁ—ﬂtogyull.hmplmwm
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overseas implemsntation. A re-allocation of foreign exchange
rescuroes without affecting the general growth of the economy

would be possible only if the balance of payments positiom is not
too tight and there is some cushimn availadble far additional
imparts. Since fariegn exchange resocurces with most of the
develcoping coumtries are insdequate, arrangemsnts far supplemsntary
finanoe should te thought of with international organisations like
the International Monetary Pund and the Internatiomal Bank far
Recmstrurtion and Development. . —

7. Development to be efficient should be such as to ﬂtw
international competition. But, as stated esrlier, in the initial
stages of development industries’ cost of production is bound to

be high. While, therefcre, same degree of tariff protection will
'be initially necessary, industry, ance it gets going, should not
amly be able to fulfill internal demand ut also export. In other
words, the changing pattern of internal production will lring about
s new pattern of export trade. These export potantialities have to
be explored and as such, when governments canolude bilateral trede
agreements these factars have tc be carefully viewed. It will be
MJ for governments to evaluate these trends and for this
‘parpose, governments have to have a close knowledge of and intimate
reletions with industries through national chambers. In oountries
1ike India, there are advisary bodies like the Board of Trede,
representing different interests like industry, exporters,
governmnt departments, and presided over Yy the Minister of
Poreign Trade. This type of arrangement, supplemented by expart
promotion coumocils for different commodities cam: be profitadly
slopted by cther developing coumtries.

8. Industrial development often gives rise to ommfliots detween
Mu themselves. Thece are related tot

~ (e) mnu- nhuuhip between M«;

(b) OCompetition Detweon industries.
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In the case of intermediate it-, the cutput of cne industry
becomes the mm of ancther. Henoe differences may arise in
regard to price, quality, delivery schedule, impoarts, etc. Thess

" disputes have to e Tesolved i a co-operative basis within the
framework provided Yy the national chamber of ocommsros and industry.

- The ‘solution can be effective mly when the chamber is strong enough

t0 command respect in the eyes of the businessmen.

9. Nany of the chambe.'s provide -rbitmim faoilitioc in ,
lll-putu between local as well a8 fmign parties. It appears, ~~——
Bowever, that these taointm aré not made full use of. The

ohambers mst endeavour to i.nonlcc.to . groatu' o_itnnt to the

m.n ot voluntary u'bitrttim. ‘

~

10, Disputes arising from hsinm rinlriu are nothing but
sxpression of fres competition. Chambers must not entertain such
grievances and let the evants take their naturel oocurse.

" V. O0O-OPERATION WITE INTERNATIONAL INSTITUTIONS

1, ys_imut_h-‘?oqma Warld ihr ﬁaﬁ has been a greater accent
international co-oparstion, partly as & matter, of necessity. The

. NP has mpde for interppticnal memetary stability. The ecomomic
o nmitiu between natiung, and its explopive poteptial would have

O ot u -

further aggrevated, but for the world instititioms, like INRD, INO
ed informal arrangements, liks Aid~-India and Aid-Pakisten
e-ﬂu. '

I R

2 h th rwd of hmiqu.l qq-mtim, the role of Chambers

is ovident with respect to the followings . e e,

S « - &

(s) Tomemts Vokies cperating imles She segis of She WY - 2o

(t) Intermatidnal Wasisess :nuntiu? m%}h

Afro-féisn Organisetion tmo M
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(o) Poreign chambers and similar business organisatioms. ..

3. The Chambers' relations with UN bodies are primarily iadirect,
. . that is, through national governments and international business

_orgenisations like the ICC which hap a consultative statuz with

United Nations and its agencies. The UN bodies have been providing
specialised assistance of various kinds. The IHRD and IFC give
lm}tm financial asgistance, The UNDP and UNIDO have been

helping industries in preparing project reports, conducting pre- ,
investment surveys, providing technical training and also acting © -~ =
as a nrﬁags bureau to btring together pat.ntial partners from
different oountries to forge specifio industrial projects. Even

now the UNIDO has to depend on natiomal chambers in pursuing some

¢ .of its activities. For instance, in regerd to the Rabat Conference

e

e

' for prosoting specific industrial projects in African countrias._apd.’
the recent Manila Conference relating to Asian countries, the UNIDO
had to depend, though indirectly, on national chambers, like the
Pederation of Indian Chambers of Commerce and Industry (FICCI), botd
in identifying projects and in looating parties interested in
setting up such projects. The Chambers can publicise and

popularise these activities. Again, UNIDO is not yet sufficiently
widely knowm to businers commmities in developing countries. This
. infersatiom gap can be mede goad by chambers. Theréfare, the UNIDO
.+ ghould meks available its literature and pnbnms.bu to natiomal
‘chambers on & regular basis,

4. The chambers have arganised themselves nrtionly and have

. ogtablished organisations st regional levels like AFPRASIC, CACCI,
and also at international’'level, vis., the ICC. Such orgunisations
,olong with UN bodies, help understanding of national polioies, make
assessment and appraissl of international problems, and evolve
polioies to improve interaational eoonomio order. Although in Asia

‘cl'lmu' l“tlmlll'()“ﬁﬂllhvenothonutupmthnm of the

Buaropean Comiion Narket, some integration of eomomio policies for
mtual benefit can oertainly be evolved. This will make it possidle
to strengthen trede and investment relations and reduce the need

for foreign aid,
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5. Apart from regional and international organisations,
chambers of commerce and industry have tc develop greater bilatersl

J Bilsteral contacts. This helps not mly keeping track of changing ecanomio
g_g____ﬁii- oonditions in different oountries, btut also Wringing nearer

businessmen from different cmmtries. This is really a necessary
factor in promoting trade and investment. The FICCI for imstance,
has set up a Business Co-operation Committee with the Japan Chamber
of Commeroe and Industry. The Aha Repart on the visit of the West
German Delegation to India early this year has endcrsed the PICCI's
suggestion to establish a similar committes in co-operation with
the Pederation of German Industries. Such arrangesents can foarm a
good working basis for larger trade, joint ventures far exports and
{investment in either of the coumtries or in third oocuntries.

6. Developing countries which are making a bid to industrialise
their ecomomies have to function in an enviromment which is
altogether different from the cne which today's developed comiries
have to operate in their initial phase. Development now has to b
properly co-ordinated and harmmnised to avoid wastc and proscte the
&m best use of resocurces accarding to natiomal objectives. Pecple are
oonsoious of their right and of the respomsibility of the State as
also the business commmity. There is a tide of rising expectatioms.
Social valuss have vastly ohanged. DBusiness has to adapt to the mew
scoial ethos. Chambers of eccamerce and industry should, therefare,
provide the leadership in meeting the new challenges. :









