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leternatiral e .loc NITactiag is atill a novelty to both &overnment
and private soerais ot kg dev zlmine nationsg. Acerrdingly ., much time
Yas been devitod o omakine: thlern o mvinced of the ¢r wing need of
intormaly nel vbes tractine arransoments since the introduction of the

Tirrent crooeet.

inrther te ~anvacsit the need » internatisnal ¢Hroperation, the
proiect has folloved the - ideline laid down by the Lnternational
Suuecontract ng Frogramme of 5¥'D0 t5 astabligh an intarnational
suboontractingy mit i, ev=ry country of the region where such

‘rganization doss ot ayigy.,

Fakistan, as tre {ipst muntry in the region in which a country
PrOgramme comprisinge settin: up <f an int ernational subcontracting

Ty oo

unit with a "I cxpert u88iymeu 15 har has baeen introduced, launched
the projet in Sept .ilar 1974.  The prrjact has been found fruitful
havirg had  comprehsnai.e contacts with a numbter of potential
subeomtractors 1o tno coantry fhroush perssnal vieits made by the

expert ard the 1.0q10 Tevernnent <fficsr assigned to that unit.

ldeutical nrojacts have baon proyosad to the 3 vernments ~f
Sri Lanka, Thailant, iialaysia, the Phiiippines and Indonesia. Genarally,
the officials Lt rhs ecvernments of thesa countries are still not
fully acquainted with the coacept <f international subcontracting, and
it is felt that o-casional personal visits hy UNIDO personnel are
imperative t. expadite the actions of the rwernments in reviewing

and finally accapting trs proposals madz by UNIDD,

Should the terr of thig regional project be extended, whioch ias

felt to be an cssential meagurs ; continued afforts should ba made to

strengthen the international nstwork of the Programme in this region.




IT. INTRODUCTYION

2.1 Prriect Back:round

Internatisnal sqhe ‘ntractisg has become a surrsnt fratare of
the business relatisns between industrialized countries and is a
common place in tha auatomotiva, agricultaral mactinery, electrical
equipment industries ard in ma ' othar branches of industry.
Unfortunataly, developing countries have n.t Jot succasded in
sharing the benefit »f tlis rew flow »f internstinal trade and
only a fow 5f thase countries have had experiencs in int»rnational
subcontracting.

|
Manufacturers of industrialized countries have not given sarious

thought to placing subcontracting oriars with thoss of developing
gountries. Beirg convinced that the development of this typa of
imdustrial cooperation vetween firme in industrializad and developing
countries would be benefiefal t- both, JNIO0 has prepared the
Internaticnal Subcontracting Programme to promota international
subcontracting involving the developing countrias,

2.2 Official Arrwenerﬁg

As of April 1971, when this regional project started,
the Programme had been andorsed by ths Governments of India,
Indonesia, Iran, Malaysia, Pakistan, the Philippines, Lepublioc
of Korea, 8ingapors, Thailand and nitod Kingdom (on behalf of
Hong Kong). Later, the Governmant of 3ri Lanka expressod its
desire to join the Programme.

2.3 Qiﬁﬂ!ﬂ! of on ject

The long~tern objective of the project is to expand industrial
produotion for export, by utilising the spara capa:ity of the
developing nations of the region with subocontracting production




tar ornterprisss o Faran and cther vivaneced countrias. o the
“ther hand, the pro et st Stitidat s the inflaw of avargeas

techn:-1: -

\"

stronsthents, the o et ity eneng of manufacturad

0y

wds 1ty fawvel-nin - o gtriuy of thy resion

[he romediat ©  bjoctire op the crojeet 1g to identify
ranufactiring pricesses Abendabls vt suhcontpact g noin devel.ping:
SoartPies, to lioate eoecif)a firms interecto{ jn auabe ntracting
A portion of their operatiosne t. Aevalsping cruntries, to identify
Aotential subcortract «ra in dev.lopins Coantriag, and to bring
them tueather t.. astablisgh nternational g .te .ntracting arrangsment ,

providing il sorts of weLdtanc: roedod.

o addition, it is algs o maln task 9f the ;r~jnct to explain
the governments f th. ragi ol Axreloping countrics the advantage
of int arnational suloontractine and to Canvass the availabiligy
of JUINCYs tochnival Agsistanc: in 2stablishing internatisnal
subcontractin.: wnits, andg, thisaeh the rwiosnal contact points,

to assess the sotantial sactirn of ] enl Lidustry .

IIT.  Phos~n e i LUTEB 1 rap

3.1 Downward conumic irend in Japan dirinz thae Project

During thke :tire saa Y2ar poriod of this project, Japen, similarly
with the other nationgs throughout tha world, had baeen severaly hit
by tha economic depressicn.  Towards the :nd of tha project, there had
been numerous bankriptcy of eriterprisag of neny branchas of industry.
However, ths monthly number Lf ant e€rprises gone to bankruptcy
startod devrzasirg again 8inez darch 1975 a8 compared with that of
the previcus meiath, whare tha first phage of ths present project was

about to he completeq,




Among many secturs which 73r2 heavily aftaoctad L the de,ressi B,
textile and garment 1ruustries wer: most hapq hit. Li .eralized
import regulation allowed a cinsideratle 1aetlw ~f sapmont .rrducts
of the surrouading countrias like tho repitic Of Koren, ot Korer,
and 8o forth, aespecially th,us which ware Prodac st Ly the
Japanese joint vanture undertakinrg abroad, .r unger sarcontracting
arrangements. dajovrity -f Japansac :terprioses thoss days {14 not
have ancuzh orders t. Kzer their wr faet Ty facilitics wnd workers
fully engazed 1in prodquctinn. lany firms introdaced Tay- ff 1urine the
past ona yaar, haviig Btill intensified Suth pradiction sut towards
the end of 1974 and the fs ret three monthg ~f a7y,

Inder the circumstances, the market limat » was 1t quite favorable
in placing  >rders for subcontracting parte ~f their work in abroad.
The numbar >f practical subcontractine inquiries placed by the

Japanenss enterpriecs dirin: the past ne y3ar was bory little.

Deapita such unfew urable Conditiong, however, interuational
subcontracting will tac YR more imparative t. many s-ectors of the
Japanese industry, which arc bteing sncrunterad witl the protlsms of
labour shortage, risin: wages, increasing transportation custs of
imported raw matorials, limited land 8pacs, public Luisancs, etc.

More subcont®acting potentials arc foreszan in such sectors of industry
a8 indicatad in paragraph 3. ¢, Prospectiv: 3ranchas of Ta mness
Industry in International 3ubcontracting.

3-‘ J

1 Subc. d Units

During tha aarlier stage of the projact, efforts were made to

setablish cooperative relationshirc with the oaxieting international
suboontrecting oxchanges in Janan. 8ince Japan is dacmed to be a
principal source in the South- st asian region of providing subcontractors
with subcontracting work, approaches have been conducted extensively

to numerwus internati :ngl subcontreacting sxchanges and units, which

AFe  operated by the chambers of commerca mnd industry, federations




S ladustrics, ~te Aontadix L List of Japanese International
Jutorntractins "xehan~es and iite with which the praoject has
Tetnoliclcd T operating -iationship gives such organizations which

have ooaaed TUTHO's ikt cpeational sabe stracting network ‘

The Frojoot wade Arruased2nts with such it arnational
besntracting oxehnanmes and .its to exchange informationsg in

the muaier as 111 stratoed bol s

Tapansg2 mala contract rs

:t -
Tapanes? ianternational

subcontracting oxchan es
and wnits

T

P ragional oproect DO Headquarters
office in T wy- -y in Vienna
- s

e et et it .-T
P

TTUn's contact points
Lnoresioanl coantries

I

- o

Subcortract »vg

Subcontracting
Offars

— Copies of
Correapondence
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In practical casan of subcortracting - fters, initial intryductory
is made by UNID0's regicnal contact nolnt and by thes: Japanese
international subcuntracting sxchanges and units througsh II0's
rogional projec: ffinsa in Toky s ar wall ag directly. Then potential
main contractor and subesntractor exchang: corrasnondences  with
each other with codvies forwarded to MTDA's contact poiat and regional

project office in Toky~.

3.3 Proapectiva dranchaes of Japanes: Industry in I[nternational
ubcontracting

a. Jlutomotive Parte

Automstive parts industry is cne of the prteniial seckors
of industry in i1nternational Fubcomtracting arrangsmants batwasn Japan
and in ths developing countries region. International cooperative
ralationaship by means of sharing some portisn of automotive parts
nanufacture is beiny considerad Meltivaly bty the Tapaniss automotive
parts industrialists.

The Japan Auto Part~ Ind.stries Associ~tion {JAP14, which has
Joined WIIN's intsrnational subesntracting notwork, is holding from
time to tine meminars whera industrialists from daveloping countries
are invited to discuss ways and wsans t- collaborat: ocach o%her with
& viaew t> having intornational complomontati'n  arrangoment. 4
saminar on ths intarnational cooperation of auto parts industrias of
selacted isian countrias is plannad by JAPIA to te held in Tokyo in
October 1975. Considering that UNIDU's Intarnational Subcontracting
Programmae would be benafited by co-sponesrin; the seminar, the project
has put up a proposal to its Vienna Headquartars. The proposal is
attached to this report as Appendix 5. UNIDO's participation in
similar seminars being held by other Japanise potential seotors of
industry would be moaningful in ocanvaseing the needs of international
Wmong  the industrialiste of tho ragional countries.
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o 1ocuadry and Forgings

several iapanese rachine tocl builders and other irdustrialists
have placed sore fuoundries in depubli: ot Korea and other GScuth
7agt Asian rourtries witr subconiracting orders for cast iron and steel
components.  sore international sutcontracting orders are expected since
foundr.es i . apan are having diffislties in finding spaces for
expansiun or ever. teing driver mut of urbanized narts of the old
industrial -~ities where the questicn of public nuisance is becoming

serivuis problem,

The undermentioned firm piaced an enguiry for huts made

of steel casting for cargo transportation wag.ons;

Tilgata lngineering 2., Ltd.
themical Flant Division

4-1, Kasumigaseki l-chome
(hiyoda-ku, ckyo 1007

igainsi several enguiries sent to potential subcontractors,
quotationswere received from India and Simgapore. During the last

miseior to lidia, a visit was made tv

khartia Jleciri: Lteel to., Ltd.
& Anil lkaitra 2oad
(alcutta - 720019

who offured most competitive price, Information plus photos
collected or taken at my visit were supplied to the main contractor.

Further negotiation 15 being made between them.

¢. Chemicals and Pharmaceuticale

Similarly, factories of chemicals and pharmaceuticals are having
difficulty in expansion or in finding new factory sites in Japan.
Although this industry branch ic still in a preliminary growing stage
in the regional daveloping countries, more prospect is foreseen in

international subcontracting arrangements with technology transfer




which will bring up the techni-al level of the develzping couniries
and stimulate investment by developed country industrialists in the

developing countries.
d. Slectronics
ERAAl S T2

kany Japanese slactronics enterprises have established their
overseas operations in the neigkbouring countries. Several contacts
with such lirms as weil as with those whicn intend to have international
collaboration proved their interest in international subcontracting
in future when the domestic and world demand on electronics items

recover.

Jince the modern technical innovation cof nachinery and industrial
plants induce more application of alectronic devices, the demand
will increase rapidly when circumstances of world's indusiry in

general bacome favourable.
8. Furniture

idany parties have tried out knock—down furniture components
production abroad for final assembly and finishing in Japan. According
to contacts sade with some rurniture manufacturers and distributors,
they were >f the mane opinion that particular tastes of Japanese
users were still not well acquainted with by the producers in the

regional developing countries.

In this respect, it is recommended that such couniries may
intite technical ass.stance similar t» the one made in Thailand where
a UYID deeign expert is assigned to assist a government industrial

design institute io introduce designs favoured by the overseas market.

f. Leathoz;_ and Leather Products

Japan depends on import of raw leat‘n.er‘almost 1ok, Most
tanneries are of cottege industry scale. Tapanesa tastes generally do
not allow any defective on the skin which eventually has to be
fine-finished, whereas imported tanned leather usually have defects




that are ot rermidsitie for Iapancoe  narkets o n 1he other hand,
tanring industry here <till reads 30Te tecnnical know-how from the
colntry llwe itaiy, and, therefore, 13 incapatle of rendering
technicn, Faitancs to lezther=producing rountries in the regiiri.

Le maiidnice of Ltalilan experis wili curely attribute surcess to

rarket the produ-cts  fotne developing contries in Tapan,

f. machlne ,oois

Levaral !apanere machine tocl riilders have already established

L]
overseas cperations in certain uountries for rroduction of lathes,

millirg machines, et:, (7ntacts were estab.ished at the Japan

Gackhine .o~l Fuiiders' issociation and at the usaka Machine 1221 Fair,
ahich was held in ovember 1374, with sowme machine tool tuilders. In
fiture, their sjomestic productisn iay te ~entered on more sophisticated
machinery such as numerically controlled (1() machine to:ls,

wachining certers, -to. while these new technulogies could be transfered
through internaticral cooperatiorn. i.Len the technical level of the
subcontractors of the regional developing countries attained the
required standards, there would be a vast potentiality of subcontracting

their parts, or even the complete assembly <f machine tools.

h. Jubber and .utber Producis

Synthetic rubber versus natural rubber is a disputed
problem often raised by natural rutber praducing countries. OSinee
the matter has been a topic of discussion on the dipiomatic level,
there ie a growing tendency among the Mapanese rubber industries to
use natural rubber more widely. AR such, it will be worthwhile to
seek for internaticnal subcontracting opportunities in this line of

industry.

i. Sewing Machines and Paris

The industry has long been one of Tapan's represantative export
industries, but its export marke! nowadays is being interpupted by
low priced products of developing countries. This fact may induce
Japanese sewing machine makers to impori subcontracted parts as well

as complete assembly from developing countries in future.




An 1aquiry was placad by “he undermentioned firm for sewing
machine parts including bobbin cacey hook, feed dog, etr.;

Towa Industries [rc.

likken Inilding

9-1, 5-chome, :'ishi-ilakajimach,
“sPe o Box 737
figashi-/odogawaky

J8aka

The enquiry was f rwirded to several potential surcontractors in India,
one of which replied by asking for detailed drawings., The :ontractor
and the subcontractor are now under direct negotiatior.,

Js Textile and Garments

Japanese cverseas operations are bringing in n wide range
of low priced products into domestic market, seriously affecting
local industrialists, The industry is one of the mcst typical
ones being hit ty the recession —- cogporate liquidations are most

frequently reported in this field of industry in Japar.

However, departmental stores, Supermarkets and chain stores

are seeking for sources cof supply of low priced bulk selling items always,
and approaches to them may be worthwhile.

k. wood!ogsim Indu-trl

Timber exporting countries are introducing measures to ban
export of logs to develop their woodworking industries mo az to eamn
more foreign exchange on the resources they produce. To cope with such

& trend, manu Japanese corporations have established operations in the
Philippines, «alaysia and Indonesia. There will be a wider prospect of
subcontracting arrangements between Japanese wood product dealers amd
woodworking industries in such timber exporting countries.




1. Py AcTIVIGIES [0 ids QEGTONAL LU IRTES

Three mi331°1 trips tu the regiona: .urtries were conducted
airing the 're sear reriod of the prije:t. . he firat mission made
after triefin: 1r. “1enna and . the way tack t> Tokyo ~overed
Trar.,, 'ndia and lndonesia, from o7 through 20 ey ] T4, From

‘une thkrough | Tuly 1474, the sec nd mission wae «onducted
visiting *he Philippines, Thalland, Malaysia, Jingapure, dong Kong

ard eputlin of K. rea.

ommencing on 31 December 1374, the third miseion was
ccndurted with the aim to follow-up couanitnets made by the Programme,
visiting India, Sri Lanka, Pakistan, ihaiiand, Indonesia and the
Philippilnes.

The number of countries c: vered by the project amounta to
eleven at present. According to &y experience, follow-up activities
in each ccuntry rejuired considerable length of time, It 1s not
pessirle 1o cover all theae countries within a reasonable perioad of
time. v last mission was limited to those countries which called
for u.rgent follow-up. .hose countries which were not visited are

not ne-essarily .ess important countriec.

‘ne roliowing paragraphe contain the gists of Programme activities
in the regicnal countries and my findings during my missions to such

countries;

41 iong Kong

Industry -f dong Kong has shown remarkable growth in divecsified
fields and the industry's standing is rather becoming ideatical
%5 that of sdvanced irdustrislised countries; i.e. incressing wages,
shortage of new factory site, etc., whilst labour supply is still

abundant due to rapid incresse 1n population. Nore Japarese
industrialists tend to establish operations in Hong Xong, becamse of
close geographic location and comparatively high level of techmclogy

and skill available in Hong Kong. Various sectors of industry are deened
pctential for intermationa! subcontrac ing between the two ceumtries,

|
|
|
|
|
]




agpecially in the jight industry se t.rs, n the :ther hand,
1ua to increasing wages and general production o 8L, rong Kong
may themselvos require iu future sutletting -f rarts f produaction

to near-by countries.

4.2, Lndi!

ke Trade Development Autaority ! Ui, the ontast point of the
Fr.gramge i1n [ndis, hae the machinery estat!ished t. sct aa
the international subs ntracting exchange. > necesgity 1n providing
techni~al assistance is envisagod. Ar indicated by DA, the ~~untey
bas the promising future for aubconteacting 1n the branches cof
industry such as;

Machine tools and accessories

ljarments {( industrial uime)

{.amping equipments (including tents:
Blectronic assumblies

Mtomobile ancillaries and replacement parts
Yorging and casting

Bicycle components

3ewing machinen,

During the e month time spent in India in Tanuary and
February, this year, [ risited a number of potential subcontractors
throughout the country and attended the Tndian .ingineering Trade Fair,
visiting s nuaber of industriali:'s at the Fair, and giviag a Prief
account on the Progremme at a pamnel meeting on the Foundry Industry
Day organised hy the Fuir.  (Por details, please see attached
Appendix I. 'otes on Pactory Inspection ‘our - Iadia, and
Appondiz K. ontacts made at the Indiar mgineering irede Faip -
Pebruary 17%).

In gencral, their techmology amd production facilities bave
sade remarkable strides with much offort directed t0 overcIme a musber
of difficglties, such as the shortage of rew materials, fregquent power
failures which force the fectories t> sispend productim, etc. These
industrialiots were confident in the level of technology thay have
soguired sc far, and what they afmnitted 28 their disadventage was their
lack of agproaches 1o suitable aarheting chanmels sbeoad.




~n the oSther hand, +he industrialiats in developed countrius
including Japan, tend to regard the lavel of Indian industries as
fome ten  vea's tehind .ime, thug showing unly lukewarm interest

in irterratiora. sulcontract.ng arrangement,

;oorem.ve sach tarriers, 1t 1s feit that the Indiane should make

urprovenent Tn IWo spe i1 points:

1) dough and coarre finieh of productss

SARY products seern to be rough and coarse finish in
appearance,  Such priductis may be acceptable to the
1unestic sers, bat are not rompetitive in the
fireigr. market where they are matched with the
produ~ts of develope: countries,

11) ~ataloguer and leafle’sg

The ~ata ogues and leaflets as are presently used
by the Indiw lodustrialiste for displaying their
products 10 not &ive a fair presentation of the
real quality >f their products, due to the infertes
Fuality °f papers and printing materials wed.

In this recpe~t, fac.ory management should pay no less
attention 1ty "he tennigue of display than to the imppovement of

products themselves,

4.3 ndoses g

Indoucsian inlustrias are still on the way to grow, and it mey
take some time until we find more subcontracting potentials in various
fislds of industry. " hise branches having potentials at present are;

Carme::

Wiodworking proiucte
Some “hosical products such as butyl tyve cod, reayom
Blanded yarna.




A proposal on country programme for sett ing u.p an intarnati-nal

sutcontracting unit had been submitted to the ‘ational [nstitute for
Sxport Developmunt (NIFED) through "DF, !=karta, prior to my last

migsion to Indonesia.

Infortinately, the reccnt reshuffling -f g-vernment
organigation dismanilad the fureau ¢ r Fereign ana Public lelations
“f the Department of [ndustry, which had been our Programme's
contact point, It ie mtiil unknown which divisisn >f the ministry

will have the Jurisdiction to handle international subcontracting.

UNDP, Jakarta was of the opinion that the Product Adaptation

Adviser, who will te arriving 80oon, may be able to handle the

eatablishment of 1international subcontracting project. As the adviser

will be assigned t- “IFID, I suggest that he may be requested to
contact NIFCD and other govermment departments nligned to the project,
on behalf of our Progrume.

4.4 m

Iran has close economic links with furopean and African
countries as well as nearby Asian countries such as Turkey,
Pakisten, Afganista, India, etc. Potential tems for international
subcontracting arrangement between Japar and Iran are thereforo,
limited to a few mectors of industry such as;

i{echanical engineering
Hetallurgy

Jdachinery and equipment for petroleus refining and
petrochemical industries,

Iran kam ao far soquired comparatively high level of
teohmology, that can mamufeacture lecally such aachinery and
oquipsent whioch had beon imported from the edvaiiced countries of
urope and Asia.




4 da.irsia
aryysia is en)oying a favourable foreign exchange standing on
her rich ratural resources. Fotentinl ser~tors of industry for

international suboontraciing arrangement ares

Jiectronios

rhemicuass and pharmaceuticals
Loodworking

Textiles and garments

Jdatal working

ubter producis

Short aupply and rising prices of petroleum have made
world's industrialists to consider wmore adiptation of natural
rubber products which had been ruplaced by synthetic rubber
products hefore 5il ~risis had taken place among all oil importing

countrias,

“ome Japancse o 2retions in “alaycia in the fields of
industry incluading the sectors as mentioned above are having

spaPe capacities avallabie for subconiracting.

4:6 Eglstaﬂ

Fakistan is the first country in Asia and the Par Bast, where
technical assistance project for sgtting up an internatiomal

subcontra ting unit was launched,

Mr. E. Tdwards, a UNIDO Expert, had been psted for six months
in Karacki since September 1774 to amsirt the Pakistani Govermment

to establish the unit. [t is an inter-departmental project with an
office located in the jixport Promotion Bureau and the officer
assignea to it is a deputy director from the Ministry of Imdustyy,
who assumes dual duty in the two departments.




this is a deviat=on from the agreemen: made between the
Government of Pakistan and i"/ID’, which requires that the recipient
government should nwmirate a full time officer. ..IDi's assistance
is being provided with $he intention that the s verrment should run
the unit with ite own personnel after rompletion .f the assignment of the
UNID) Dxpert, by which time the otficer should nve been fully trained.
I agreed tu the opinion of Nr. &dwards that the part-time fficer
may not be well trained mince he cannct spend full time with
the expert in thedaily work of the international suhc sntracting
unit, I understood that an official proposal had teen putl up
to the authority in recpe~t to having = full time .fficer for the
unit,

Another difficulty experiemced by the 71D expert was
found to be transport problem, "he expert and the counterpart officer
had t0 travel frequently in town and out of town, visiting
potential subcontractors, without being provided with 1 car fer
their exclusive use. uUn every occasior. 5f my vieit to the cities of
developing nations, it umually hae been a problem to hire a tari
not only because of language barrier, but a.lao/?zft-.ustum different
from the ones found in the cities of the developed nations. 7o
come tc office and to gat hows Biring taxis every morning and
evening is 2lmo not easy. 1In this respect, it may be pointed out
that there is an agresment which stipulates tBat the recipient
government should provide a transport for the expert. T hope such
probles can quickly be solved with mutual good understanding and

cooperation,

With good efforts made by both the UNID) expert and the
officer, the project found to be successful having made extensive
contacts with over 10U potential subcontractors throughout the
country.

In oxrder that the unit may be further developed as a
fully self-sufficient and autonomous oxchange for intermational
ocooperation and subcontracting, a draft of the second phase country
Progienne has been prepared. The draft is 1ttached to this report
a8 Appendix ¥.




Althoweh 1 may take aowe time ntil we find more subcontrac -
ting y slentiale 1n the various tields :;‘f industpy of the Philippines,
whick rave pecertl, stepred firward 1. primary ertatlichment,
there ar+ severa: tranches ot inturiry having rubcontracting

Jtentia.s 3uch aug
%

F.>twear

Spoorting gunds

arwent

Automctive parta
“lectronics
Shipbullding and repair
Houdworking

‘Lere are several export-crisnted industries which have
teen or reing established under foreigr ~ollatoration in Eataan Export
Frocessing 7one. 1hose f>Peign collaborators are from the

neighbouring c.untries such as dong Kong, Taiwan and Tapan.

Shipbullding and repair indurtry, may have potentials ir
subcontractin  shipnuiiiding and repair of small and nedium scale

versels, tnough the industry 1s st1ll on the way to grow.

cotew rthy effory wade by the Philippines industrialiets is
the sne by the Philippines furniture manufacturers who participated
in the Third (onAultati-n Meeting on Product Adaptation and
Levelopuent f5r lxport Industries held under the joint sponsorehip
of MIDY and Tu1i. | Tapan Lxternal rade /ngeanization; in Tokyo
last Jovember. The: are actively negotiating with Iapanese counterpasts
in respect to asutcontracting knock-down furniture components.

A Programme proposal has been submitted t- the Departaent
°f Industry of the Philippines ()vernsent., A Araft project

document, sttached as Appendix (., comprises a new pattesm of
UNIDU's technical asmistance for the promotion ~f industetial
subcontracting. [t 1s aimed at twofold purposes i.e. for boSh
local suhcontracting «s well as international subcontracting.




It 18 propused that the subtcorntra ting .nit t - be sxtablished
should ook after suocontrasiing arrangemsnts n.t .n., tetween
et and overseis industrialists, tut als: an g Aomestic industria-
iiste. [t furtner prop-ses that, to achieve that aim, .~ [ shnid
have ‘ne expert for primction >f suboontracting  f.r a4 tery of
V2 months: ard one expert ir aubcomtracting exchangas  for oy term
of & sonthe,, .ne fomer wil! te the tearn leader. he: counterpart
2fficers mha.l als> re tws, "ne official f the Department of Tndustry
shall be for promotion of subcontracting, aid the cther axecutive
in charge °f the subcontracting -xchange anwld te nominated ty the

relavant suthcrities of the 7 vernment .1 tke Thilippines.

“hile tha proje-t wiil bs attached t- the Depariment of Industry,
counterrart support would re available uisc from the Philippines
Lhamber of Industry, the letal Industries esearch and Devel Spment
‘entre (MIUX  , the Inmtitute of Txports Development -f the 3Board

of [nvestament and the TUxport Promotion buresu.

4.5 Jepubiic of Kores

'apanese tusinesr circles have inclinatior to visit Korea opd
to conduct direct negotiations rather thar going through any inter-
mediary Organisation, mince the barriers >f language and distance
are immaterial to them. Japanese language is ..idel; accepted among
busineas circles, government u fficials, et:. in Korea.

4.9 AREEROEe

Similarly with Hong Kong, Singepore's industry has been developed
in diversified fields, and the industiry's standing is rather becraing
identical to that of sfvanced natioms -— increasing wages, shortage
of factory workewe, difficulty in finding new factory site, etc.
nder the circumetances, subletting of parts Of their work to the
neighbouring countries ies becoming necessary.




d.Bo shailgn

"hiilani ani Tapan are vey cl-sely tied economically, and
further investment and assistance oy Tapanese corporationa and gover-
nment ar: anticipated, despinte the anti-Tapanese movement which toosk
Flace in eariy 1774,  Tncre will ke high sulcontracting potentials

in the lines wu~h st

vatches and « 1o ke

Jrorting equlpments and sporte wears
L AaTeray

Loys

Diectpirics

Carmente

Musica; instruments
Skiphuiiding and repairs
Leather

Furriture - opcnents

Aubber products

Farquet flooring
wrionltiral machinery

L eranicE

walfine diacel anginea

e 111e) S 100} o

Sewing machines

Iypewriterse

Aut> parts

Particie boards and vencers

Frior to the last mission to Thailand, a proposal on countey
programme for sctting up an international subcontracting unit
had beer. forwapded to the Directorate of Techrical and Tconomio
rooperation (DTT | >f the Thai Government through MDP, Eamgkok.
Reing the inter-departmaintal coordina.. body, DI is to decide
amd to nominate finally a govermment department which will take
up the project to esteblish the unit. In the mgantime, it was
sdvised by DLt that we shuuld contact amd sound out the opinioms




of raveral governmental dapartments and private sectors. Through

introduction, c¢orntacts were rade withs

Industrial Zcononic and Planning Divisina,
Departuent of Induatry

“rade Development Division,
Department of (ormercial .clatins

Board of Investment
board of lrade >f Thailand

Asgociation of "hai Industriec

The Industrial Iconomic and Planning Division »f Department
of Industry has buen our “rigramme's -ontact point since 1372,
and has expressed its desimpe to accept JIIDU's asaistance. An

official ouverture may te made through D .

The Trade Development Diviasion of the Department >f ‘.ommercial
lelations expresscd its desire to implement the project provided that
the Industrial uSconomic and Planning Division of the Department
of Industry cannot accept it,

‘‘he Board of [nvestment was of the opinion that the Foard
would not be in a position to accept the prcject since the Loard
was to look after new investments in industry rather than keeping

cogtacts with the existing industrial enterprises.

The Foard of Trade of Thailari and the issociation of Thai
[ndustries were of the same dSpinion that they were ready to pmevide
any facility required to establish an international subcontracting
unit within their offices respectively, on condition that the
Government grants them 0 carry out the project with necessary
financial support.

*

Pollow-up comtacts with the departments in question may be
necessary t> finally set the wheels of the project rolling, and I
suggest that U!IDU should continue contacts thArough UNDP, Rangkok,
and also by occasional persomal visite of UNID) personnel.




4611 Cri Lanka

The Government of “ri Lanka has lately expressed its
desire to join  ‘he TProgramme. T virited Sri Lanka 12 through
24 January 1479 -oinciding with the dsit cf Yr. Tohn Tulian,
inter-regiconal expert >f ‘he International Subcontracting
Programme from ienna.  Jhe purpose of our mission was t3 locate
3 sultable government departuent which would be instrumental to
set up an interniticnal subcortracting unit within that
department.  .ntacts were nude with several government departments

including:

Bxport Promoticn Secretariat,
winistry of Planning & gfconorin Affairs

Policy Diviszion and
Dxport Proamotion Divisiun,
#inistr, of Industries . Sciantific Affairs

irade Inforration Service,
Dopartment >f ¢ ommerce

A6 a result of the mission, the Zxport Promotion Secretariat
of the linistry of Planning and fconomic iffairs has been designated
as an official contuct point. A4 desft country programme (attached
as Appendix d) has been prepared for the purpose >f providing
UNID.'s assistance to set up wn 1nternitional subcontracting and

industriai ~ooperation centre in t.olombo.

dei? Z5GAP

Uport visiting the Division of Industry and Housing, ISCAP,
Bangkok, 1 learnt that the Division has keen intereet in UNIDU's
International Subsontracting Programme, It had had an intention
to leunch a similar programme 8ince some time back. It is felt
that the Programme should keep the Divwision informed of its
activities in the region so that cooperation between the two orgae~-
nisations of the United Jations could be helpful to further
the progress of the Programme.




V. RECOMMENDATIONS

5.1 ftegional countries which lequire Priority Importance
of Technical Assistance

The Programmc activiti:ce irn the developing countirics
of the regisn, as a whole, arc Jjust at the etage >f infancy
until such time that intarnational subcontracting units are
well founded 1u such countries where tcechnical assistance

projects are reall, reeded.

Such countrius which require priority importance for

the prograume to provide technical assistance are:

Indonesia
Malaysi-.
Pakistan
Philippines
Thailand

ori Lanka

5.2 Follow-up Activities in the (ountries where Technical
gssistance has been Proposed

Since the majority of the govermient officials of the

regional developing countries still are not well acquainted
with the concept of the internationzl subconiracting in its true

sensa, no conorete stepe can be taken to realize the documents

of the proposed prcject until such time as they ars paid visits.

Positive follow-up activities by means Of repeated visits by
UNID) Programme personnel with supporting contacts by UNDP officers
should be made.

5.3 Strongthening fnternational Network

Furthermore, even after the establishment of such units,
UNIDO's Programme will have to see to the smooth running of
such units by means of promoting a system of timely exchanges
of relevant information among the units both in developing and
developed countries,




P s i

5¢3.1 Dlarticipatior in Sgccialized Fairs

In this respect, a2 unique systemn currently adopted by
"ID) in giving assistan-c and encouraging the participation
of the >fficials and the industrialists of the developing
countries 1n the gpecialized fairs in worthy of note. Iecause,
it provides the offective means of cultivating the spirit of
cosperation =nd enhancing the level of technical knowhow as a
result >f the oxchange »f views among the units and the

industrialists.

5¢342 10 _organize and to take Part in Sgecialized Seminars

In addition to participation in fairs, it is suggested that
the Programme should hold specialized seminars on international
subcontracting in both developed and developing countries, and also
should take part in such seminars srganized by selected branches
of industrias which have potentinls. [t the consultation meeting
on Product Adaptation and Development for Ixport of sporting
goods, huusch:old goods and office equipment held in Tokyo last
November, participants showed profound interest in discussing
matters -r. interrational subcontracting. That represents the
significance of the Programe's presentation at a seminar in
which matters clossly related to the objectives of the Prograae

are discussed.

$.3.3 vccasional Visits to Daevelopad vountries by
,ounterpart Ufficers

nhe country programue of each developing country, whioh
aims at setting up the intaernational subcontracting unit under
the aegis of the Programme, contains the provision for an
executive or an officer of the unit to be trained in the
developed nations. This is in line with the motives of the

project. Apart from this, it is advisable to introduce a

practice to enable such exccutives of officers to visit




develsped countries from time 1o time bringing subcontiracting
offers in order tc maintain direct approach:s and negotiations

Wwith potential main ~ontractors.

This is the practical follow-up activities to te made by the
international subcontracting units, und personal approaches made
by such executives and officers will keep themselves more
acquainted not only with the iadustrialists abroad, tut also
with the technology further developed bg such industrialistz.
Chould a guideline be =c¢t forth by the rogramme for carrying out
international network of subcountracting, the practice as pointed out

above may be incorporated in auch a1 guideline.

S5.3.4 Location of Froject Vffice

Should the project he extended, I recommend that the project
office be placed at a central location of the region {preferedly
in Bangkok) 30 that the movement >f expert, who will he assigned
for the regional project, will bhe mcre conwenienced. ‘‘he expert,
needless to mention, should be wobile, capakle of visiting regioynal
countries wheneven and wherever follow-up activities are needed. At
the same tiwe, the expert should be assisted by a secretarial
personnel, whomse service during the past one year of the project

was not available.

5.4 Regional Project to bu tontinued

I feel that the “rogramme should act as 1 coordinating and
supporting organ in the region, assisting tho setting up Oof the
international subcontracting units in the daeveloping countries, and
providing timely assistance through personal visits by the Programme
personnel

The past one year of this regional project has been the period
for the Programme only to lay foundation stones., Full fledged
functioning of the international subcontracting in the region is
still premature, and unless further efforts are made by the
Programse, commitmentis rade by the Programme so far temd to




nip in the bud
high magnitude
projecis grow,

progect should

becaume the devaliping countries Fequire

f developing assistance to help their

[ ateongly recmend that this regional

he continued,




Post Titie

Duration
Date required
Duty 3tetion

PURPLSE OF
PN AT

AYPT DIX

TObE DLS T

DP/HASY T¢, i10/11-01/14

Lxpert on international 3ubcontrecting for Asia
and the Far _adt

Jne year, with possibiiity of C‘ltﬂ'lll n
As 300N as puseible

lolgyo, with tpavel 14 industrialised and developing
countries of Asis and the Far Cast

Tc pramote the samufacture, on a subc ntrecting basis
by firme in developing countries, Of componente,
parts, sub-assembiies and processed products for
mterprises in Tapan.

dpecifically, the empert will be expected 1o;

l. identify manufacturing processes asendable to
subcontracting in developing countries. Fop
this purpose he will be required to viait fede-
retions of industries, subcomtrecting ezchanges
and firms in industrialised countries Of the
region;

2, locate specific firma interested in subcontracting
& portion 0. their opuprations to developing
countries;

3. oolleet apecific subcontracting proposals and
evaluate their technical and ecomemic
feamibility;

4. wssint NIDU in identifying potential subcontsece
tore in developing countries;

3¢ provide technical assistance to subcomtractore
i1 such satters as comclusion of agresments,
plamning of activities, production, delivery,
otc.y

6. supervise e co-ordinate the activity of NID)
field emperts on international subcontpasting
based in Asia and the Par Iast.




ALTET AL Industria; .nuginesring/ conxmist with emperience
in neg.tiati ne at top rmanagement level and

~Xtenrive cxperiance jn industirial plenning ¢
and developmenrt, & well as in business transactions, i
Ly 0 Al Jgliakg  apanese mn asnmet.
Ca ¥itg Interualina. faborntracting has become 8 oulsent
N PR teature °f the rusiness relationg betwsen indus-

trislized . untries and 15 heavil)y preacticed in the
awtametive, agricultural machienry and eleciri-al
ouipitent 1nfuRtry a2 well ar in the confection
sector, Pntortunateiy, 1eveloping ountries have
St et suwreeded 1n captufing a serious share of
this new flw f intemnatioral trade and only &
few Of thece wintries have had any expefience at
all 1 irternational suboontracting. Jdanagers in
industrialized untries have >ften not givea

AL, Beriwe thought to placing subcontrecting osders
1. developing cruntries. leing convinced that

the devealipuent »f this type of industrial comope~
ratlon between firms in industrialized amd
ieveloping countries wiuld be heneficial to both,
1.ID: has prepared a prigramme 1o prmote internatio-
nul subcontracting involving the devel oping countries,
and thie proje-i was endorsed by the Sovermbemts >f
[rdia, Indonesia, Ilran, Malaysia, Pakistan,
Philippines, epublic of Korca, Singapore, Thailand,
nited Kingdom (on behalf of Hong Kong). JUIDO

wili act as an intermmuasdiary between potemtial sain
contpactors and sutconteactors, 'he oxpert will

re instrumental ir. estallishing these links,

e
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LFRODIX L

1Y)/1(74) ABPORT on Visit to ‘i@heran,
L™ hetween 2) and 21 day 1974

™I/ 14) KEP)T: om Visit to Hew Delhi,
[ 'DIA between 22 and 24 ilay 1774

5/ M14) TP W on Jisit 1o akarta, -1, -
1 'D)NESIA between 27 and 09 day 1374

™u/8(14) POT am Vieit to uenilas, 16 July 1974
PHILIPPLIES between L7 and 1y lune 1374

TY)/%(14) WP on Visit to langkok, - dn
TRAILAND between 20 and 22 June and
] and 3 Tuly 1974

T1/8(74) P)IT on Visit t3 Kuala Lumpur,
MALAYEIA between 24 and 26 lune 1974

1Y)/ T(14) VI on Visit to Tingapore
between 27 and 29 June 1374

T/8(14) TAPOAT Jm imit to Hong Xong do
totwesa 4 and 6 July 1974

tTW/%14) MPUX, om Vieit to Jeoul, KuTul do
botweer & and 10 Tuly 1974

T™/10(16) MBS 04 TNTEAATIONAL EUb oNe B Deceaber 1374
TAMTLIC PRG.AEEE 17 ASIA AT
M Ma M - ALY - DVIRELR 1974







A1)

17 day 1J)74
2 Tlovewber
1974

28 - 29

Tovember 1974

10 - 16
February 1)75

Lltvie L1 Faip, aec tiug

Pal 74 (Internationu. wuboontra -
ting Fair), _trecht, o .3

Jpeka dachive ;o 0 Falr, (saka,
TP

“hipd ' onsultation feeting on frodut
.daptation and Developmant for
gxport Industries, .ckyo, 'AFAC

Indian Engineering irade [air,
vew Delhi, TDL.

alLarks
e ]

* brief a-count
o the P
was givern al a
pannel meetlng
»n the Toundry

rogranme

Industry Day,

135 Teb.

1375
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Rl (N W jperaty o Ge o tion
{riarnationa. Division
.eeka ¢ hanber f ¢ aamerce and dustry
54=1, “chih.nmachi-Hashi zumec!.
Jigashi- Baki 94

i, @oomomic Luoperation enter
Nag.ya « hember f Omeer ¢ cuad [ndistry
1:=1J, Takne ~hi.c
iaKA-KU, A3 46

@, SUOnOLC Lowparstion enter
q.roshima hanter of  mcer.a and Industry
H4d, .oviunachy
miroshama 73,

fo aconomic - soperativr - enter
Tukuoks  bLogber of omaerce asd [ndustry
=28, Hakata-akinme o-chome
Fukuoka B!,

%+ SConumi:c - ooperaliar . enter

Takamatau Chember »f  umerce and Industry

2~-4, Lancho Z=chome
Takamatsu
Xageawa Prefecture

The Shokd> hukin Hank
5, 'aesu h-chowme
vhuo-itu, Mky v 104

National Federation of Jmwal
@ikai Shinkc Kaikan

5«8, 3hibakoen 3-chome
Hinato-i, Tokyo 1C%

1 T @ineas .as0clatimns




pan Wl Part -t ind.strier  smociation
b=, iakauen i=Chome
ANl =K, [

e (3t [P 1")&-‘”&\}__3‘{.‘

appm ot v Foundry Josociation
Kikaly “nonk> vrpgan

f-— "y bk e - e

EREIS LEAE I ST

Iapan  hericsl [aduster lsmocaation
Cokgyo st Balling

J=b,y Kasumigaseki 3i-chome
hivoda—ku, .okv> 1.

1. ﬂag‘ i QL%OQQ

"apan - hemicnl Lhnee [ndustrial sedciation
i=1y vhaghi=clk ' $=chome
Vagatu=-ii, Kobe

e. Eim t:JY;‘l'.. 9

Jeciroriae [rdosteise “ssiciation of Jepen

Losh Butiding :
c=dy AMNOUCL y-chome :
“hiyoda-ieu, oy 1o

f. EMEBAtupe

S JRLOTY Furniture Namufacturers' Auocut'xeny
WLty Jemenavsuche i -ckoae
Jirato-ku, Tokyo

Federation ~f "oky> Furniture /sesciation
24«13, trushina ;- chome
Tunkyo=in, okyo

s heathar_sa!_Leatber Prsucts

The 1ll Japan Leather Association
dikalu Kenpo Kaikan
12-13, Komagata l=chome
Tattoe-ku, "okyvo

-

)/ Lesding neaber firms iaport knock-down fusmituses.




h. dashine 1ok

Japen iachine Tool puilders' ssociation
Kikai 3hinko Kaillan

5«8, 3hibakoen ‘-chome

Ninato-ku, .okyo 1.5

. MaghiRAR lisdd Tocls

All Japan Machinist jdand Tcool ilanufacturers Association
Kikai Shanko Kaikan

5.8, shibakoen 3-chome

Ainato-lu, Tolkyo 10%

Jo lathes

Tapan .atch Manufacturers' 'ssociation
2-9, lsmimateucho 3I-choae
Nagate=ia, Kobe 653

k. Dudiar aad Qukber Profucts

1.

The Japan ubber lanufacturers' \sse@iation
Tobu Building

5=26 4oto-ikasaka 1-chome

dinato-ku, Tokyo 107

Smng fachine

Jg:n dousehold Lewing .achine Hamufacturers' issociation
109=9, %umiyoshi-cho
Shiajuku-ku, Tokyo 160

The Tapan Textile Machinery Nemufacturers' Association
Kikai Shink> Kaikan

5-8, Shibaltoen J-chome
Kinato-ku, Tokyo 109









