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are concerned with t he  followillg issues  : the  meairig of s u b - c o n t r a o t i ~  

(or mc i l l a r i s a t ion ) ,  i t s  main fea tures ,  the  diffekent forms it takes 

i n  dif ferent  industr ies ,  and the economic fac tors  and institu';iol;al 

aspects that  influence its mmowth. The first p&rt of the  s~hxiy discu- 

sses these analyt ical  issue@. It a l so  includes, as a necessary sequcll 

and l i n k  with the second par t ,  a. br ie f  survey of tile vwious  @ve-went 

pol ic ies  an6 t h e i r  changes 'hich could have considerably influenced the 

problem under study. Par t  I1 contains evidence on the  growth of sub- 

contraqtirg i n  India. This i n f o n a t i o n  h ~ s  been documantea fror.1 a number 

of aecondasy sources. 

Based on t h i s  one can discer% the broad pa t t e rn  of changes t h a t  has 

occured over the l a s t .  three  decades o r  so. However t h e  a v ~ i l a b l e  evidence 

i s  too inadequate t o  understand i n  any ZT- gi?eater. d e t a i l  the extent of 
t h e k  

growth of sub-contracting i n  riifferent industriesfr.r...~~.diverse f o n s  and 

the causes of t h i s  growth. Therefore the  ctudy c o n c l u ~ e s  by poslng, a 

number of questions which need t o  be answered t o  a r r i v e  at a b e t t e r  under- 

standing of the  groble21. 

Sub-contracting r e f e r s  t o  a type of inter-fi,m rela t ionship where 

l a rge  f h s  procure manufectured :~rorlucts, comgonents, p a t s  mlrl sub- 

assemblies from a nu-ber of :wall firms. 31 scine cases, p&-m&1$2~tw 

i s  associated w i t h  'job-we&' where a 'parent'  f i n  provifies the  necessary 



raw materizls t o  t he  small firms T J ~ C  then r e t ~ m  -these in;,-terijls r ~ - t e r  

t u n i r %  tlli?= i n t ~  tile xe?y&~e$ ; 5 i ~ - ~ ~ ~  A?j,a~s/ laL9 ~pEr 2~~ ~L~27iCCc2 
e 

', sp3cificationi,  f o r  a, preilc:temi.incd m t c -  These -kixsactiors between 

f i ~ . s  of rdif::'eri.riz s i ze s  .zr-e ??nt  randoi; or occz~asioiial h c s i n e ~ s  denllr: 

but =are ~ : i z~ i i  mcre pemc~en'c ?=lid of ten a collabor;,ti.ve r e l s t i o n s i ~ j . ~ ,  

I n  illore ge:lezil. t o m s  s . i~ .5-c~~~t rac t i r~g  r e f e m  t c  a 8,pecific aspect of 

tho orga.ninntion of industcia1 p.rcZuction where l m z e  anl?. small f im~s,  

with high d c ~ ~ e e  of specielj.s;%tion, coexist  i;-~ a1 ini'om.al cooperatioil 

i n  ~ r c 6 u c t i c n  =.I often in'-i'ske?~t too. In the nati,;ml c o n t a t  D' s-mh 

.d. cccperation is ac!.~:ieved by the  c o n c c n t r ~ ~ t i o n  of fnctorien i n  a s3dLl 

o i c  e i o  Tllis r ~ i n i u i s e s  ca s t s  on transpor-tation and S o n n a t i o n  

f l o w .  

SII~--cor:tr-stars (i.e. tlie cine11 finis , , ~ c h  . tc*e work on a contract  

i 3 e t a 1  L C  o r  r e c c i v i ~  oo.:ders from t h e i r  

?>nre~ . t  fi?:rcl;: ,&!.oh Zumish technical specifications.  In  some c a ~ k s  

t o  enz!>'Lr$ GU~J-C:-. - ~ ~ t r a . c t o r c  t o  execute tho order. Uzually the  i t e n ~ s  manu- 

factlEod b:i suh-co~lti-~.ctors :we riot patented; nor do they produce f o r  

the  'me&-t ' . - 7& brl.r'.ch can be purchased 'off-t3e-shelf ' . In t h i s  

ransu s-~~b--c.ortr::.ctors ix:e not "iiifiependent' producers, but  appendeg%s 

t o  t h e i r  r;nrei~l f i m ~ s .  To a l a r p  ?xSent t h e i r  sux'vival and geowth 

a r e  circ.a~scribecl by 'thc r~svrbh yzocess of t h e i r  parent  firm(^), , trl.~ose 

L' . . 
7316 3iscussion i s  confined t o  sub-toll-bractiii .within an economy. 

t i o n . 1  sub-contracting, ti>o,agh siuil ,zr  i:? n x x  ways i s  not touci~cd 
u1~0:i i n  t i l i s  s t l ~ d y .  



l a rger  s i ze  com~~awts gcoater ecol~oixic power. Tlc -,.arullt finis usu.,lly 

. . a t  t e q t  t o  s y s t e m e & l ~  cTevclo~ busim?ss rel:iticnehips with t h e i r  sub- 

contra.ctcrn a s  a;r i n t e ~ z z l  elcmen-t of t h e i r  O I . . ~  powtll process. 

It c m  be i l l u s t r a t c c  i t ~ i t ! ?  a f ~ w  e.mnplos. I n  the metal engineering 
. . 

in&ustry -Mne ~ r m ~ a c i m e  of rcls..tivoly s.x.11 z,nd si1:1~1- '.t.uinod' componzni;s, 

fabr icetcd items, casl; i l=~ imd ?orgings can be ' f a x ~ e d  cu t '  t? small 

f i ~ m s .  Similarly l a rge  e l i c t r i o a l  machinmy ma,nufact~mors soulri sub- 

contrect win:ing work tc, small cntzeprencws who h;?.vs the slcilled ;n,m?o;ior 

f o r  t h i s  operation. LI tile e l ~ c t x o n i c s  ki$ustry .zssc;ablin;; of ccmponeilts, 

which i s  prin=ily labour intensive can be fsams~l out. 

The s i rb-contrectw i.iscnssed abovc is o f t &  colCused wit11 the  more 

general forii of inter-fir<: reletiun~:.hips,  e s ~ c o i s ~ l l y  i n  the case of t he  

automobile inciustry. Therefcze i - t .  i s  necensay t n  bchg out the  difference 

bet7:reen the  two. 

In a wide raqge of .engineering industq- the  f i n a l  pror?l;ct i s  zn 

sssembla&e of a l a rge  nunbe- cf ooripcner!ts am2 sub-assemblies. T&.xiIfa- 

ck-ers '  (@ono tirngs ,cal led a n s e b l c r s )  usuc~':ilg concentrate t h e i r  e f fo r t s  

on 3 lG?:?lited bu;t c m c i e l  :.m:ts of t ;he . f in j l  pr iaxcts .  rem.ir,in,7 par t s  

a r e  procure$. froxi other fixno f o r  t he  f ind ass~rfibly. * con~iZ:~?able  

~ ~ r o p c r t i o n  af the  'bought out '  components ccm be c l a s s i f i c a  at; '-LraCitio. 

n d l y  i?o&:~t out~ti:i.se, es a ~xitc., aso not -pro6,uce? by the asoemi?lez. 

Noreover tilcse bought out i.Lczs of ten r e q u i i ~  a 1ii~:h 1 . ~ ~ - 3 1  of tec!~moloC~ 

.-nr'/cr a r e  t o t a l l y  unrulatcd -to the main l i n e  o? -w".oct-me 0f thu essem- 

b le r ,  While some of these cpecialiseC, .often patoil- i~d,  conponcnts c m  be 



read i ly  procuod. from the rpxkct there  could be nmlhcr gf c ths rs  %,hose 
necessi ta tes  

production f z close techr~icz l  coogeration bstween the assen~bler 

and t.he ~ror luc i r .  The reason could ho t ! ~  high l eve l  of technology znd 

the hcavy in-r?st!n~~rt involved. 

One can sits concrcte c x x ~ p l e s  i o  i l l u s t r a t e  the  re la t ionships  bot- 

wcen spec i a l i s t  m n u f a c t u r ~ r s .  For a ce r t a in  range o f l i g h t  comerc i a l  

vchic:es of !%hin&a and MAinrlra Ltd. the  engine i s  supplied by s b ~ s ~ l ~  

and Co., of ldhdras,de G6dre.j Boyce Ltd,, one of thc  leaiiing producers 

of r e f r ige ra to r s  in Inclia does not have i t s  owl compressor m-uluiactvxi~lg 

f a c i l i t y .  Fcr!ce it uses Xi?'loske- h e w z a t i c  Ltd's ct'mpressors f o r  i t s  

W-;i 
produdto Boyce's spec i a l i t y  l i e s  in shse t  nletal work. LI t h s  internat io-  .I, 
nal  ccr>ntr;:t, thc ?i-sing :c?i:-ra,tic? cC the  United s t a t e s  uses Rolls Royce 

engine f o r  ':lleir &30raf-1;. 

This type of inter-firm re lz t ionsh ip  i s  usually between spec i a l i s t  

~; .mufacturers ,  iwariab1.y of e q m l  bargabring strength.  Thus conceptually 

it is no.: d i f f i c u l t  t o  d i s t i ngu i s?~  t h i s  fro13 those &?scribed ear l ie r .  

Sub contmctfiy; i s  usuelljr between fims of d i f fe ren t  s i ze s  (and hence, 

of unequal econonic power) where the parent firm can exercise considerable 

control  over i t s  sub-cont;.actors. It i s  not wlcommon f o r  them t o  be 

' t i e d '  t o  t h e i r  ixzer;.t f i r m s  th:ough technical ,  f i n a ~ c i a l ,  i n p t  %d 

na-ketin: linkages. These tiss -could r o s t r i c t  the sub-ccntractors ' 
freedom t o  function as indepeadent entreprcneu-rs. This aspect of domination 

zmc? coiltrol, trhicll i s  a reflection cf t h e i r  wicqual eccnofic s t a h  could 

' Simpson has tach%ical cc?ilaEoraticn with Perkins W i n o s  of t he  U~i.ted 

S t a t e s  who i s  one of t hc  ?ez!?in.y manufactu-rers of d iese l  engines. 



he taken to  :oe Clic c rdc ia l  d i s t i n p i s h i n g  c k r a c t e r i s t i c  of sub-contractin,? 

relatfonskfi,,s. !Vile ~ p p ~ e n t  oooperi~tioil in -,roc?-kction, glenaiEc and hve -  

stment decisions, on the  one 11ald~ i1.1~3 the imdsrlj;.Liy - z e ~ a l  l>ar,ya.iainL-gy 

strel%*h, on ';he otFer. seem t o  ref lect  c o ~ i f l i c t  md co~nproinise i n  the  

cap i t a l i s t  ;jrowth mecharim. 

The nztvre cf i-v~.ufactc:::ing teckfi:ologr maiiiiy detemincs t he  form of 

su3-contrsicti~z and the exteilt' t o  which it can develop i u  :?q i : i d . ~ u s t q .  

In pizocess indxs.tries, f o r  e?ztlyple, its possibi l i - ty  is v e q  1Fnited. 

Sub-contracting i s  f eas ib l e  i n  indus t r ies  where the pro&~.ction process i s  

d iv is i5 le  an6/or t h c  fhal pro:luct, a s  CcscrY~ea e a r l i e r ,  is const i tuted 

hy a nmber of parts: an& sub--asse~blies.  

The most com:?ody absu-red fom of sutb-contracting i s  i n  motal 

wor.I:ii~ inflcstrii?:; wb.Fch we 11a;vs discussed in  the  prsv:im!s section.  This 

we c d l  ~ ~ ~ ~ b : r l : r , n t i ^ ~ ~ , c t i n g .  In sv.cl.cir indus t r ies  the  3srent  firm 

usually ooncentratss its resources in. t he  devclirpmo~:L and n a c ~ ~ c t u r e  of 

a limit?& r m g e  of t8chnology in$ensj.ve "??punts of  the  f i n a l  product. 

However, since the procluct i r  sold. u i l d ~ ~  t h e i r  brizild nm'e, -the p a e n t  firms 

uaud ly  underbalce mttzketing zed a f t e r  sa les  senr ice  which assume increa- 

sing &ports,noe iu r i ~ : i c b h ~ - y  mnufacture, 

There could he  anotiier type of manidactiring ~ i i e r e  the  inputj's) moves 

tllrou& a nm3er of d l s t i n c t  separable ti-ti-~i-ties which need not, foz some 



1 technical  reason, be ca r r i ed  ont oontinously rm6.,or i n  the s,slile premises. 

In suck: a case tlre iridustry could ' d i s h t e F ~ a t e '  i n t o  i . t s  const i tutent  

.acti \- i t ies s p e c i d i s i n s  k~ ind iv i<wl  processes. Alternatively,  as a 

resul-t  of z i l if ierent cor?figvu-ation of influences,  other type of r;io,- 

contracting coulcl de-<el02 where the !??iginal f h  11zvi:sg a n  h t c g r a t e d  

p lan t  could ge-t one o r  more a c t i v i t i e s  undertaken by sub-contractors 

then s e l l  -the final prcduct xnder i t s  o m  brand r m e .  We define t h i s  as 

a c t i v i t y  sub-contrac- . 
P 

The cotton t e x t i l e  industry in India i s  probably a good example of t h i s  

f o m  of sub-contracting Prodcoti.on of c lo th  consis-ts c > f  t l r e e  main ac t iv i -  

t i e s .  Spinriing of yarn, weaving it i n t o  c lo th  f i n i sh ing  (or 

of the  fabr ic .  Since the  tzc-tile i~ l67~s t ry  i n  India opcra.tes a t  a  lo^ le-?el 

of technology it i s  poosible f o r  lar, f b . s  t o  pcorluce and procure yarn, 

.ze-t -. i t  wovc-n in the pcwe&oon sector and process it in spec id i sed  p r in t ing  

f i n s .  

'The nature of sub-contrzcting i n  t he  e lectronics  industry i s  qu i t e  

t he  apposite t o  %fiiat we 'na,vc observed i n  the  metal e r i i nee r i rg  ixidustq-. 
T. V 

Production of co~nponents l i k e  ti9.e chip, capacitor, t r a , m i ~ t o r s ,  p ic ture  I\ 
-1;ubcs e.tc a r e  cap i ta l  in tensive r c c e s s e s s  requiring high t e c l i n o l o ~ .  In 

these i r~dus t r i e s  econon~ics of sca .1~  i n  production could be veqr substant ia l  

and the r a t e  of technological obsolesesce could a l so  be very !ii& 

But, on the  i t h e r  iland, ass-mbling of t h e s ~  components t o  produce ? ; l ~  

f i n a l  products is highly labour aid sk1l.l intensive. Tl~tre.iore this operation 



cm be f a m e d  out t o  sr,all f h s .  Sub-contracting of kind, wr, ~:roililri 

c a l l ,  -~s_s_i";n1~1:r ~ u D - c c ~ ~ & %  

There could be y e t  ir~lother form of t h i s  rcla-tionship ~<l.~y!lere sub- 

contractors  pro&ucc ike  com&:?-ke pra&uct ac2. -the p.-,.r:int f i r s  ef ;sent i&b 

pe r foms  the m;uc!ceting functions i. e. sell tllc pro?-1.t-t under i t s  c*:nl 

krarld nazne. This we dcfine as S ~ $ ; . I &  s&-~-o~-$;~'-c1_c_t~i~. Snch ar. a-~ulgement  

could be widely p ? v e l a n t  in indus t r ies  producinc; consvmer c ~ o d s  2nd. 

Curablee l i k e  o loc t r ic  a,plpplia,nces, metal prcducts and f oo-I., clo+;hirlg and 

l ea the r  produc-ta. $uch product sub-contrac-king car? be cornon in a ce r t a in  

range of indilratrial products ao well, l i k e  f o r  instar?oe, s ~ - t e r s ,  6 d l  

motors, transfor!nera e tc .  in e l e c t r i c a l  machinary industry. 

In same sense tl?? - co t c fp r i e s  outlined. ~ b o v e  rep2esent the  id.ca1 types. 

One n:?-y oo!ne across a number of conbinn,tionc m d  ~9r ian ts  of these basic  

fomc of s11?1-cout:cccti:l:T i l x f  u i  For exmple, l w ~ e  firms 
- 

i n  -the metzl elxineezing i n & ~ s t l y ,  as we i~o ted  e a - l i e r ,  !nay bc- f2Y3d.W out 

d4.Q 
production of s i i n ~ l e r  coorr.ponents. Tli2se f i r m  may ut .  sub-contracting 4 ~:' 

labour-L~:tensive zot i . r i t ies  l i k e  !lotor ).:indin& rihrherre ta.? whole pr.ocluct i s  

+;&ken t o  the sub-contcclctor'~ f ~ ~ c t o r y .  In sone utller case, it i s  aoss ib le  

in I n d i r ~ ~  industry f o r  a l a rge  i i r ~ ! l  t o  s e l l  o r  lea@e machines to  sub-contra- 

u.tm-s but i,rhich cc,nti~mc t o  r s i ~ s i n  i n  t ke  parent f i rm ' s  ~rerilises. The work 
L 

.done u11 I ; h ~ e  ~~inoiijnes ~ o l l l d  bs  counte?. asRbou~:11't o ~ t '  conl>cnent and the 

riorlcers who opsrstc the:e  chines n r s  enplojiees of h sub-contractor. 

In such 2- case the parent f i r n  gets  the  bencf it of pro~.%.~c-tion &i; any, under 

one roof ,  withoi-rt a oorrespollding increase i n  the !<age b i l l  and overhead oosta. 



distinc.ticn :;e made in tile previous so!:-tion kctween ah.-ccn-cractkcig 

1172 the  xore geileral type of iater-fiim zelationzi~i:; 'ijetween e$ociiilizt icialu- 

.?ac.&ers i:: p a r t i c u l a r l j  r o l . eva~ t  i n  t he  co1ltex-t fc-jl' coiq~cnci~t mlb-.cantrrt.. 

ct iny.  Tho-qsh cclco,!tuzll;y it is f a i r l y  sh$e t o  d i f f e r en t i a t e  i:;e t w n  

it may nvr-t be so i n  aci;uzlly 3ns;iysin.q concrete s i t i l z t i o i ?~ .  One 

m q r  f ind a whole s u e c t m  of inter-film ~:??lr.tionr.'lips ~ellderil lg it 

c ; f i c d . t  -Lo ~1::piricall;y idr?ilt;ify tlie ou'o-contractii~g relation?i-.i?. Since 

the  ~ s t i ~ c t i o n  i:e tiavo i ~ ~ c l e  i s  a qua l i ta t ive  one, m- s e t  of *G!?.' ec;'iVe 

c r i t e r i a  t o  identify sub-contracting witho1.1t ':-&l.r! in to  accci;nt tlle 

spec i f i c i t y  of the  indus.try, locat ion etc,  mn:iy pro-fe t o  be aeclla-balo 

The ,-o~.rt.rth of sub-contrscCir~,--or lack of it - &,:; a ratiiiizile in the 
of 

capi ta , l is t  system. Hcwe-ver t he  o p e - r a t i ~ n h v r e l ~ r  ecor,.onic log ic  is s e a t l y  

irlfinencsd by . t l~c r o l e  of .tile s t a t e ,  the  insLi?;utionl;l framework of indu- 

-.trialiscr.tior, :l?l* its h i s t o r i c a l  mtecederris. Tile l eve l  e.:~< t ? !~  ]:ace of 

indxs t r ia l i s ; -~ t ion  au well as the way the  jnt-as t r ia l  S C C ~ O T  i s  or :<~~~?ised  

a$so imve a bezr ing 0x1 the powth  of zuk~,-coi~-!zc~cting. We at-be~:ipt, i l l  t h i ~  

e.ection, t o  J J , z ~ ; ~ s ~  s m e  cif tile r7:,3,jor fac tors  ,xfY^fe~ticc t1-13 prov-th of 

s7rl'rt-.contractis,: i n  Li~dfar; i;?clustries 31 

flit f i s c ~ ~ s s i o n  here i . 2  x d y t i c a l  j.17 i~,-k~=? 8.d no a.t.tei?rpt i s  mnde 
.to oubs.t.?utin-te tlAe ;~rc~~.mc~:l-ts. 'I?:* i;:ii7ilplcs c i t e d  3ze rem+, t~ i i l u . -  
styate conce-;its or rzr6-,:3bi1i:s cn< not t o  'be tc?ican as s t  widclice 
f o r  them. 



.LS s17a31 firms have r c l a t i v e l y  lower labour and overhcad cos t s  it may be 

econo~nical t o  ge t  cer ta in  i t e n s  n~qufac-tured from th?ru. Decisions t o  pr9- 
- .  . . 

d.uce ccnponents and sub-essemblies within t he  fac tor  c r  t o  farm thein out. - 7' 
k.c~,ni at: 'make o r  b i~v '  decisions - a re  based primarily on tile r e l a t i v e  

'and 
costs  ox production withi? t he  fzctorlCp A owtsido. :Icwever these deci- 

k i o h ~  givi? Sue reg i rd  t o  c ~ ) n ~ i a c r z t i o n s  l i k e  t he  r c m  
. .  , 

' t y c f  suppli?m9 
. . . . 

' -  ,.. ~. ' L .  i ' ~ ' 

t h e i r  i:?'chnical cozpetence and the c r i t i ca lnes s  of tlie cow.punents f o r  the 
8 . .  , . :.. , 

, .  . . . - ,  . . . 
, I  . " A .  'I 

p e r foha lce  of the  final groduct. 

h t3mdlLs~GS~tl 'IiE' E e  produc%ion ~ x o c c s s  i s  divis ible ,  economies 
. . 

p&&&&g f r c i : s G & i a i s a t i c ~ i  could, be~.sub&;E&tia';. .-'Thic i s  pqrticrtlarly 
c - ,.-.. . , . . . . . . . 

t rue  of t he  m-chins 5c i ld ing  imlustry where a l a rge  number of snall f h s  
& 

c m  spec i l i se  in a very l imi ted  range of manufacture t o  cconomisc on reso- 
-h 

-aces .  Since machine building plays a c ruc ia l  r o l e  i n  i ndus t r id ina t ion ,  

productivi-ty increase a d  r e l a t i v e  chea?ening of cap i ta l  goods could have 

a z d t i p l i e r  e f f e ~ t  on the pace of i ndus t r i a l  developmend 

~xter?-t of s:,ecialiaatior. is, ;dscl:- d e t c n i i e d  by the S C ~ O  of pro- 

duction. Fken the scale  increases it 3cccr.1es soonooicd f o r  a n~mber of spe- 

c ia l i sed  firns t o  s t ~ r t  o z e r a t i ~  wh.ich, i n  t u r n ,  would tend t o  reduce aver- 

e 
age ccs t s  ((6tizl:lgr,1~51 ). However, in many czses,  i t  i s  not the  t b t d  volume 

of pro<uction d o n e  t h a t  is cruc ia l  but  t h e  batch nuantity of production a s  

well. (Alchi:m, 1959). The extent of fas;ling out. would be posi t ively re la ted  

to.. b i tch  qu;in-tity. 

. . 

As' we msntioned i? t he  beginriing the olose .cooperation between pasent . . 

firms a - ~ d  sub-contractors i s  achicved usually by spa t i a l  concentration of 

7 fzctor ic .  J i m =  set-t ing up mw.ufacturk4 f a c i l i t i e s  i n  Bn mll.lstr$?Aly develo?eC 

The r o l e  cf sp~ciaiLicat:.:i ir ca;lit,o;l goods scctor  has L.e;.n brought out 
f o r c a f m  by Rrxwmbexg (1976). Odakn (1 980) in ::me ways, extend:: t h i s  
U C C ~ Z ~ C ~ I ~ ~  13.g if1 the contex-t of i r ibm- s v q l u s  underdcvelopcd ccononies by 
&-wing t h a t  sub-contracting enables rap id  diffttsion of r.lechmical sk i l l s .  



or  buy dfcisi0nE of  fims i n  baclcws..?d Togions w i l l  be 5.ffect;ed by thc. l;rca,ns- 

nor t  cc s t s  alco. This can bc ?~ei'iectcd in $he s i z e  ri ictr i5ution of factor ies .  

I n  av indus tm a\-er-e s i z e  of factoriecj i n  a b a o ! ~ ~ ~ ~ ~ ~ d  reg ios  tends t o  be 

lazger -tkisn. t i iat  i n  the adva:-;c.ed region. And i n  any region cllder plants  ten2 

t o  be of nuch l:tr,3er s i ze  tixi: the  cc=vre~ nnes. (~1'lc.ze:ir.e 19ii8) > 

face  m,wkot f1nct~at io: ls  brkich i s  of Lzent signific;~nc.e 3.11 dz~jf to c?zy bus i -  

ness opera-!,ions. Sinc? the relc.i:on!;hi.~~ betweor, t.ke p2rent f inn. an<! i t s  

sub.-contmc-tors i.s meq-aal, tli3 I^o~nf:r can pais  th8 burccien of i3ak:et fluctua- 

t ions  on t o  its m'a-contractorr:, ilZI3.s i s 3  done by (1) kl?.ying payment of h i l l s ,  

(2)  refusinc t g  takc workeru .in smitll firm:: are 

rela t ive17 l e s s  well cl?g?,niocd, iL i,i z n w h  casicx 61;- 2 . m ~  ii:c!ri vff L~IVJL Lliu 

workcrs i:, the  p,aent fin:??!* %17.1s, it i n  veFj like;!: t kz t  hhe r e a l  '~l?.mt of 

mrarket fluct-u.e-tians is t o  a !;-enter cxi;ort, borne by the workers i n  small 

PL-~~gsrnento c;2n us$! s l : ~ l i . - - c c i l k i  a s  a ineLkc3. of controlliry: t!lc pcwer 

of the  t rade  ~mionn, Since ti:e i;r-ido imions a r c  or&z..ii:;cd or. l;h? basis  crf 

challenge by enli.stir;q the  ccr,lerxtion c.Y srncsl!. en . t r~pr iz~-u-s  o:c men wori:in~ 

c l a s s  househo1d.s. econoioic l oc i ?  of household cnterpriz:. zccms t o  bc :;tick 

eiiiplo.:nei;.t i n  thei:? f'act.ccics, tliey conct?ili. tho wo& dcler!.znds -of 

__r . - . "__L__ I  ..*lp.ll --."__..---.-----=-.-. . --....".-- 
5/ In 111 ay:cellmt ~:a* ~ o n  Itd;Li,-,? L~dus t ry ,  X m V r  ( 1 9 3 3 )  shows 110ol.1 r>zilzbgr:i:.c-nts 

h-$.~o 1 7 ~ ~ ; ;  COriii i i i~Usly att~qk.L-l; ;  ti:. . ; i ~ c ~ ~ ~ ~ v c ; ? . t  tbc 3 - t~cng th  of thc tr::.:lc: 
unions by 'dcccctralising'  tb.2 poJ?~i . - t ion  pr?cess. 



t he i r  owr! workers ::ad nffcr them . reate?  -:.~-knr,?n:r i~ tho work p l ~ c s  l i n -  

ked t o  t h e i r  pr-dl~cti-ri ty l i v c l s .  Such a st-:::.-Lea keeps the workers i n  

the parent finji znd those of t h e i r  sub--contrzctors effect ively diviced. 

The ar@mcn-ts ou t l i n id  so f!.w a s s m e  th..?i, firm of vr-.rious s i ze s  

operate i n  721 Lore o r  l a s s  ~ A O ~ ~ G ~ C ~ O X S  cagi'taJ. :'ad labour s ~ x k e t .  The 

industri:nlisation of w c s t . ~ n  &mope . x ~ d  Amcrica.n 1arl:ely occured under 
\A 

such conditions.g L~ri;c firms - a suk>st~1,ntii-.l ~?dvat,-.&e over s z d l e r  

economies af sc;!lii c o ~ l d  h;?~.: been c@nsidora.blc. Norcover the  predoninen- 

tly homogenous ir?,bolir iiizrki.t c v n  l z rge  firms 2. f x r t h c r  advz.r~tz.ge ( s - te i~~cl l  

1945). These firm fond it proi.ib:rble t o  ?~zvc- r e l a t i v e l y  more vcr t ica-  

l l y  h t e a a t c d  p l a ~ ~ i s . ~  !Towever tho largd firm dorivtd the ben2fit  of 

speqialisation by nul t ip l3n t  cc--cr:tioq. Thurefore t he  r o l e  of smll fims f~zh, UG-cr&.k. 
i n  the 5c3noEy a-:;er,dly Curisequ~nbly s-dh-con-tr:tcti.n;r a s  5 6ist-i- k 
ilctivb f e n t w e  of i;h;+ orgmisa.tion of prodnction could not be disoorrlcd., s/ 

Hab&hk&'s (1762) datzi lad his+oriccal  .?.ccocxt shows how sc7,rcii:y of 
% i% . ., labour 1:s Yilo priii3sf r.:*::'.son f o r  lnb01.~ s z v i n ~  l\r.cc.~i~l.ogic?~l ch:~;l,.;e 

i n  America i n  t:;ie nizotonntll contury. The recent lzbour 
market seg::cntstion litcraaturc shows the cxistcncc! cf poclcztc of chezp 
labour .m?. t hc  use of - a c i d  d i s ~ r ~ i ~ ~ t i o n .  This points t o  the  non- 
homogenous n.zt-ae of the labour mcrkc-L. Iioirc~or we arc irlclinzd t o  
t3lierri  i:hi,l; tb ' c , ? i~ l i I i co t ion  docs not ser ious  d t c r  t l i t .  labour 
scpxcity oz,curnr;nt., In s p i t e  ~f these si.gxnta.-tions the l.ik~our sugply 
~ o u l d  hz-~z bcen fm :froin be.i,ng +thclabour surplus aitusti.on f ~ c e i i  in 
dellsely populated rhnderdivcloped coun t r i ? :~  of todey. 

1/ There i s  a ccnsidera.bl@ m s i i t i o n  i n  plai~t-size. d i s t r ibu t ion  w i t h i - I  
European aconcnioc ~ c d  the United Skates a lso.  Pr% ( l y i l )  

V 
e/ Bo(;tcn Co;mi.tt ac &:.port (I 976 )  reportirig the  inaG6qcaq' of l i t e r z t l n e  

on LTI~LL~ ~ c t e r p r i s o s  ~ l e l t i o n s  the ~ractice of' sub~conl;rno-ting in cn~d-  
ncering in dust,^. Auoliiy t he  e a r l i e r  6tui%ii:s9 i '~c~;: . t ing .~!&11(195f3) 
others P.?&CS 3 passing referencti t o  t h i s  f ea tu re  s& &L& e t  :I, (1951) 

(1956) zE2&. 7- - 



differe!it ca:~i.,i.td m d  l abom i:arl.;et co l~c l i t ion~.  A s  w i l l  hc 4i::cussed 

beloyi, 1 &our s u ~ l u s  economies with r i g i d i t i e s  in laboui- r,:al:Ict.f mcl 3ca- 

r c i t y  of c a ~ p i t ~ l  appear t o  prsvidc new 'z-~ints f o r  i t s  F T O ~ I ~ ~ ,  over ,?nil 

above those d i ~ c u s s c d  e z r l i e r .  

Sub-contracting ar. we undersiznd it today a i d  tr, w1iich iio n;tt:~,ch sic? 

nificance f o r  the  econunj.~ developaent: of labour surplus econonics has his tc-  

r i c d l y  b.en very wide aurezd 8.1-d has played a c m c i n l  r o l e  i n  the Japanese 

econoqy. The uniilue J q ~ a n e s e  fea ture  o f  seniority-.>xed wage p i ~ p e n t  m 3  

l i f e  time tecqloyclent i n  large f i r n s  s ince t!ie begim~ing of t h s  pzeoent cen- 

tury intzoduced rigiai-t ies i n  the  l & o m  market. One of the inethoio t o  over 

come t h i s  iaf1e:;ibility has bcen t o  cu l t iv&te  the cooperatio:i of a l a rge  

rm~ber  ci t i x y  pro,?ucer.;. xdrllo f x e d  t o t a l l y  d i f f  eront i~imbet ocnJitions . !These 
faceci with ccnsi6erablc d i f f i c u l t y  in ra i s ing  cap i th l  

m%ll enterpr i ses  whi lebad  .a8-:cess t o  cheaper labom ::cacticalljr uuiprotect- 

ed by lzbour leg is la t ions .  Lar;ze f i n s  who hail 12uch eas i e r  access t c  cap i ta l  

due t o  t h e i r  'close corclectlonz x i t h  the  c o m e r c i d  bm!-s prbviaed f inanc ia l  

a s s i s t m c e  m i  raw n a t c r i a . 1 ~  t o  mall firms '5 return. fox an asslrred supply 

of manufactured ~ r o d u c t s  a.nd so~,roonell-ts. Such assistlance wan pro7>r;.hly an 

e f fec t ive  nieth~2d cf t i '  the tiny enterprenewes szd exercise control  o-cr 

--.-----. .-----------.--"-"------------.---- 
~ ~ L I L Y  ~ F A  &v~,XL-~L 

l h v c  ira a nvbocv of s tudios  this foaturc  d tho Japanera indus t r ia l  
o r p i s a t i o n  ~ c I  its' ro3.c in cconolllic dc'vclopncnt. S& Watmr>,bc (1903); 

- S k d w r  (1964)~  . .  , 0 ~ 1 , ~  (1970j, ~rok3br idge  (1566)~ Iiirscll~aeicr ~d (19f~1). . . 
x > - o L . ,  . . Yur  . , "  , 



Tl~e densc network of sub--con-t.-~ctin~~ relations hi;^ i s  re f lec ted  ib tife 
I 

s ize  s t r u c b x e  of factor ies .  Unlike i n  'diest fiuropeiu? economies and t h e  

Unites F !atoc where lcirger sizer? plarlts p re ; i~ . imt .a ,  the industry-wise ,&ist- 

r i b i ~ t i o n  of fac-bories i n  .Japn i s  ?.uite even .:.cross different. t-,ployment 

size class:::. (ishikawa> 36~) 

The pr inciple  of divis ion of lribour :.md s~ec i a l ioa ' t i on ,  vrhic!~ i s  the 

corner s tone  cf mb-contractir4; zcc;,ui.rrs a much deeper rueanirig i.1 la:bour 

s ~ l r p l ~ s  &url cubnonies. D.e availabili.by of very c!iia? liZij0lm9 prac t ica l ly  

unliriiited i n  ca.pl?ly proiiiited substant ia l ly  largx scoTe f o r  rifler i d  finer,. 

division of labour and f an l ing  cut of production. The pcss ib i l i t y  of substi- 

tu t ion of la.bcur f o r  capi'kal - or  more appropria-tely, very in t e r i i vo  use of 

the l i n i t e d  cs.pita1 by applying pea-Ler mo~mts  <if labour - f oms  tho basis  
sLLlls 

for  the  , ~ o w t l ~  of s ~ m l l  firm. These f ims use their -intensively znd 

' W Q m  d- 
i n  the & c u e  acqujr; :nore s k i l l s  kc operate ~ i i q l e  vf ten used a td  reccn- k - 
ditioned, maciiines. This exer ts  'a doxnwad 1,resscre on cos t s  ci produc-tion. 

If -tk?is a s ~ s n t  i s  va.15d t:lcri it follows -Lkai; the .growth af sub-~~ntrL?,- 

c t ing does not dep~nd only sr carny on tine labour s q l u s  situo-Lion but 011 

the a v z i l a b i l i t y  of s!cilled l abom 2s well. Diffusion c;f t ech r l c s l  s k i l l s  

i n  a ccmpl?x process which, mow ott!ler things,  . i s  s i , g~ i f i can t ly  affectecl 

by the nrevelsnce 'of t r a d i t i o r ~ a l  nanufact~rring s k i l l s  (lilce f o r  example, 

A 
h,ud weavinp: nmr? ?-nndic?..~tl.-), : l . l  ar,.-?-,{,;enent, f o  inpQrt ing 

t - . . l . n i  r - 1  r v l ~ ~ c n t i  on, n.11~1 i ; ? i ~  l eve l  and the ,l;e.ce 0.f ~ L V W  /,I> n i  m~.n~?fa~+xi.~infi  

a c t i v i t i e s .  

The ,growth of the  t r ade  union mcvenent protecting the  in-terests of the. 

orgmiszd working class ,  a s 9 ~ c i j L l y  in l x g e  fac tor ies ,  has tsccn deep roots  

i n  The s t a t e  h;5 er:-~cted a rn~iioer of laws t o  pro tec t  the  i n t e r e s t s  

of lzbour. Moreover over t ! le ' las t  two decnaes 0:- s o  the  oiilitanwy of the  



or ,pn isc i  wO'iik~rs ?~?1x>ars t:: h;,-,:? ..c..:n :.~;>ial;i. 9.leae tc;ldenc!.es COIL& 

not only a f f ec t  the  rlivi::ricn of oukput between ~i 'of i t s  and mces ,  but could 

a lso il~;an a decline ir: ri;:na;;.erial control  over tho ~ o @ v . c t 5 o n  arooess. 

A s  a response t o  t h i s  sLbmtion, l z rge  : i n s  it: India ,  li!ie t h e i r  coun- 

t e rpa r t s  i n  the  deveiqled ?cor.cmi~s asgear 20 lix:;?~ COIISG*_O:IS~~ maided 

incre;;.sj.ng u~iplayzc:r:t of b!o~kerc kc t h e i r  ?.?.ctories.dJ Sub-contmcthf: 

can net ollly re:i~lce t h s  tli-eqt from lalrcur b'~t ?,l.so Trove t g  be extremely 

~ccnciiicral as t!-,-,c wa$;e .?iff?rcctirsl 'ilotween lai-,oe iuld rims could be 

very euL3tantinl. K:reo-ocr the ovor l i c r ~ d  costs  i n  smzll fhs nre lover 

than i n  1 a . r ~ ; ~  f i n s  y:d~ich :.lave -to i,ww addi-tior~.S e;:p~~:ditur,? on b e t t e r  

ar.cni+,ies for i - t s  L ~ p l c y ~ ~ ~ p a r l c e t ~  and after-siC.es-.service f a c i l i t i e s ,  

R e ~ e . ~ r c h  ?ad kvclc.~r.r;ont i ~ c t i v i t i e s  etc. 

3.2 The Xole of Govi.rru;lmt Pcl ic ies ,  

Active s t a t e  intenrent ion in the  :prc:Taxme fcr ~il~mrs;l ccononic d ~ ~ e l o -  

pnent s b c c  the bezinning of the  f i f - t i s s  has increaneil t:le potenti ,dity of 

yrjwth or  sub-contracting ~e:!.s.tioiiships i n  Lliia. a l e  po l ic ies  a f fec t ing  

sm-211 firms can be clizssifiad intcj -';we: 'Positiu-c' niezsures t o  encourage 

the scm.l.1 sccdc sccta r?l/ 2.~3. '=rc.tectivet ijeasurss t o  mestr ic t  t h o  d o n a b  

of l a rge  f i n ~ o .  A l a r ~ e  network of i n s t i t u t i o n s  ha.s c m a  i1-do existence t e  
.bf me- 
il 

implunent t h e  ntntu policy ra -1nd.1 s o . ~ i &  ~ d ~ t ~ r .  Moreover Govcrrment pc l i c i c s  

mj 
%lis observation i s  base& on c-xr diacussiox sith n nufiber of r ~ i l z ~ q e r i d .  - 
personnel i n  lxcg* y r ive i e  sector  flms. 

C w  m-L 
Firms with cap i ta l  invcstasnt  v.p t o  i7. ce r t a in  iinit 4.1 under o . f f iu ia l ly  
defined ca.tof;~ry of small ssclie sec5br. Tho upper 1 i r : : i t  i s  re$zxeil t o  a 
.cectzir, extent fo r  t h e  un i t s  re i : is tercd ,es e:tclusi;re nrici.liw~." Tkis 
l i n i i  has g x e  'u~, over t l i o  l a s t  th ree  clecarles. 7:ic :?ill describe t h i s  
i n  <?tail in the next section. 



have zttncl~ec! ccnsiderable s i t ~ i f 5 ~ c a r i c e  t o  t he  development of siijll sca 

i a n c i l l q e s  in the  u i a c h i n e ~ ~  nmm"actming sec tor  st: o, means of caving GD 

capi-tal imrestmellt and proinntion of emplojment. 

Tile nost  i m p o r t a t  policy f o r  promot5on gf m a l l  fims i s  probably the  

f i s c a l  policy - d i f r e r e n t i a l  mciso 3 u . t ~  m,7.1 exersptions - Whici~ i s  ne.mt 

t o  increase  t h e i r  competi t im s-trength. In ax industry  1i1-lore tile techno- 

logy used is not very fi~uch d i f f e r en t  ancng finls of d i f fe ren t  s izes ,  other 
& h 

things r e idn ine ;  t he  sane, lower i nd i r ec t  cn snail f h s  lsrovidea tkam k '  4 :.- 

with a p r ice  advantage t o  t h a t  extent. However t h i s  advcabtn,re majr be vi-  

t i a t e d  by the  operations of e c c ~ o ~ n i c s  of sc,ale of l a rge  f i n s  i n  purchase 

of i n p - t s  o r  marketing of output, 

There a r e  a nunjer of re ls . ted po l ic ies  l i k e  supply of scarce rw mate- 

rials (eeG. s t e e l ,  coal  e t c )  -to s m s l l  fims on a p r i o r i t y  basis  and conce- 

ss ional  finance ighicl-L, Fn pr ixc ip lc ,  s r e  exyectej. t o  fu r ther  re$.uce tha  

cLisarjvanta;;e of ~73-1~11 sizc.  AJ.t?~.ji l& it i s  d i f f i c u l t  t o  m s e s s  a p r i o r i  

the n s t  c f fec t  of thesc  po l ic ies  cn syec i f ic  h d u s t r i e s  - which is a matter 

IKE 
of smpirical v e r i f i c a t i o n  - one can h z a j .  tile ~ r o p c s i t i c n  t h a t  entry  i r r r i e r  4 
could been recluced as a r e s u l t  cf these pol ic ies .  

The - f e r e r~ t i a l  tzxat ion could have had a pos i t ive  influence on the  

growth of sub-con tracting.  
WJ 

Wit11 ttle grovtsth of s m a l l  fims, l a r g e  f i r m  

can purchase i t e n s  from then ins tead  of pro<.llcing tAen i n  house o r  purcha- 

sing from other I.,wge fims. They c ~ u l d  a l so  cncorcrage new entrepreneurs t o  

Bharat Bilushm's con t r i b i~ t ion  i n  Xxiness  - India  aated Jail317 16-29, 
1984 c l ea r ly  supports t h i s  proposition. 



Zro~n tile pol.;it nf v i . 2 ~  of a, l c r f f a  f i m , ~ ; ~ ~ i : i ~ c s i ~  frorl r' nwher  of 

ena l l  fimti instead of ile;-e~din(< on a s.inSle lCaqe s,&q;lier c:ouLd not 

only roducu ccss'te b2.t a 3 3  offer  greatei. flsi.ililiti,r i n  ~r,ro2uction s n c ?  

iriventsy :~a>yzea>nt. l!hen ceri;n.i:l i i 2 c s  of n!~,m.r^nct.7xc? b~?COr;c ~ ~ 1 . 1  - 

~.st&lis]i::? a-1 8. roi;ion, ?j:,sr- a :Fa.i:c de6Te.l. ci' co2pztii:ion anmig 

~ ~ ~ 2 . 1 1  f i m z  e&istt;, 1 c . r ~ ~  f;~*izi can cease t o  i ~ c r f r r ,  t h a t  pmJucticr.  act& 
znd 

' Î;ALTI cDl? ..tneir u n t i r i  rc.quire!?i;ifni;, Ta tinat cjctczt l a rge  v i t y  in-:h.suse - 
f irns can minimize t h e i r  ca.pj.tal irn-ss.tneiit 

 extra:^;;. exm$l.e o:E t h i s  could he one w:-ieri t h e  tm d i f i ~ r u r : t i a l ,  

togother with lobrer 1.zhoirr a i d  over1:ieaJ costs ;  i,a-~-t: p i c o d  1ar6;e f i r is  out 

3f thc  r?arlist. In sl.:cn a. si- t4~ation thcrc  i s  2, r,ossibili-ty f o r  l m ~ e  firms 

t o  ge t  the erl t ire prodtrc* ~-i:illufactureil b.y s n a l l  cnterpri.sns an3. aonfine then6 

lvee t o  tho mxketing fuslcti3n alone. Y2/ 

The iza;tiorialiscltior~ si  cormercial F!azk~j i n  1969 le!: t o  tllc ir:clusion of 

small scalc  i r , C . ~ s - t r i ~ s  i~ the priori.t:i sector of 1en;Li:yjl. Thils zvni lch i l i ty  

of credit; f o r  sr.n:i ent;cl-crisss improvcd considerably. G:ir,ye iims 

were a b l ~  t o  take ad.%-a~tage of t h i s  &;:velop~gent by r.:iitivatin~: sub-contractin,- 

relxtionsli ip s ince .t!:,e snal:L en+.i.rprises co~ul.:? now yruvide them witii t rade 

creclit . TIic parezt  fin.1~ e m  ext rac t  lon;'er cri;if(lit, 7rori t h e i r  sub.-contractors 

by iiclayi.nr: paysent af b i l l s ,  esl>ecial..ly i n  t h s  -i:i;!ss of recession. ICence 

t h i s  could o f f e r  tl-cr: sli>.?tnntial f l r x i b i i ~ t y  i n  t:.icir f inmlcizl  nmi~.gen~nt  

p;i=ticulz~l;r during thc  rei;L->e of high i x t e r e s t  rz%zs. Unlike i n  Japzi, there 

a r e  c.3 :i..tris i n  Inlia pro-L~c-t j .~~g th,: i n t e r e s t  of :5SJ-contr,-;atsrn. 

kZPmedly  sxch a. s i h . ~ t i o n  a n g o  i~ the  3 c  s tuf f  i?&~.i.;l::trj- ?Pwi:.l:; the 
$rlliihPegir:le trilrn the e::i-ise duty on ~:.id.l. : , r~-!~:~cers wGs sizshecl clr2,sti- 
c d l y .  



Die Govemr~en-t's reserv:.tion l o l i c y  f s  r.nothcr ~!iaJcz stcjj i~!. f ~ o u r  of 

the sL7all ~ac:~le ;;:ator. Tlie l i n t .  3f fescrve? i t e m  has been ste::.rli.ly ex;la- 

n d i q  0vi.r the l a s t  two 9oca?es or  so. Tlze best  example of t h i s  7olicy i s  
f reeze 

tho1 on lonoage i n  i-kc oryy?.nj.sei? 'cotton t e x t i l e  i?l~?ustry which ii?tdo- 

~specizl 'y tbe  ;m,nd:icol; 3 i c t ~ r .  u/ S i m i l ~ l y  tho Moncpoly zmd Res t r ic t ive  
P m r E 4  

T r ~ d e  W (P~RTP) Act, nliro, i n  a sonewli,%i; a i f f  crent  ~IxIIler, r e s t r i c t s  

investrneiit and exi!.?.:lsion : :ossS~i l . i t ies  of l a r g e  f i n :  ir- ZlLLia. 

In such a s i t ua t ion  i ; ~ $ ; c  fhis nay f ind  s-~b-cLlntractine o comenient . 
,' 

w3y t o  circmver!t  t he  cons tmin ts  L~pcsed  by 1-des. In the cotton t e x t i l e  

t he  or.',xrXsed sector  could ovezco2e tlla f rees  on eml:,ari:;icn 

of loonaze hy 6;cttinz f,zbric woven i n  the po;ierloon aector. On the one h m d .  

powerloo~s ni-e l?.ot t a c ~ z ~ o l o ~ . i c a l l g  c l iss ini lar  t o  those oserzted i ~ i  the cr,.;a- 

nised small seci-or, .on the o-i-!l&r hand since wage:-: me p r ~ b a d ~ l y  2s low as i n  
h.e.-,, 

. owe~loo!!~ sci.ton could 'be qui te  high. By hmdloun sc::-i;~r<;,rafit~~1.~1lity i-2 1 

resor t ins  to  sub-ccni;r-:-tia lr~&2? n i l l s  i n  the or::,?,ni;eri scctor n:qy iio-t only 

co costs  of production 2s well, S i n i i m l y  f i x i s  coning unund the pcnriew 
&/3 

of the MRI!F Act co~. ld  in.i?crer.se t h e i r  ~iithov.t, a,u,;iienti:lg tilci? :~roductive 
Md 16 / 

capacity 5:r get t ing  the  proiluctn ccmnfl.~t~med on L: cor?tr:?.ct b-.cis.--- k '. '. 

r.esemat,ion 2cl icy fo r  the  s n d 1  zca3.e s$ct!.:r seeris t~ k~r:'.v3 cpmed 

The policy on thc. :icrrcl.c~;:~cnt ol' poiier1coi;i scctor  s e e ~ ~ ~  t o  h2v0 ibeen 
an~~ivc~.l.un.L. I-Iowever, the cv.ailablt? ivirlcnci- seens t c  s~12~;eu.k. th5.t ~ov::?r-- 
loom saotor LimMes t o  2lc:ve con?ern..?d ,511 t!i& co~cess ions  -whit;. L:.x"? IXJS.~ 

f o r  h~.ndloer~ sector .  See Jxin (1905) 

Accordk~li. t o  a .well h ~ w n  m~iagclnect ccnsiiitm.t, qaotc:,3. i n  Eh,wat Bhusl~xt's 
a r t i o l i .  i n  Business b . d i u . ,  m5T Act's r e s t r i c t i o n  on czpacity eqans ion  i s  
one of t he  reasons f o r  increase sub-cont?:acting ix the sen-?enties. 



goods and also,  t o  a ] . k i t ed  exten-t, i n  i n d u s t r i d  produc-ts. 1h:ile small 

f i r m  o m  :,anufacture a n~~r iber  of troducts, and prob-,bly at corp.i7ctii;iue 

r a t e s  too,procurcn~at  of maw mater ia ls  and n2sketing of output could pose 

u. 
2. f o n i d i b l c  prG3lcz1 f o r  the=. %reover small f i m s L i i y  1101; have adeqiate 

i;esting f a c i l i t i e s .  In tile absence of i f i s t i tu t iona l  s u p p o ~ t  l i k e  coopera- 

t ives ,  small fims i:i,ay be ccapelled t o  nm-ufzcture dn a-cbntrsc-E'basis which 

s p e c k ~ l i s e  in nluketing. Xoreover the  la rge  tmrketing or:;anisations xiay 

provide the n e c e s s c j  raw materi .ds and qual i ty  control  iestia:; f a c i l i t i e s .  

Apparently l e rge  ~ r g a i s a t i o n s  l i k e  Bajaj E lec t r ica l s ,  Spencer ?.nd Cu., 
om. 

&l&s'ccne 1;ysll e t c  I ? ~ v i n s  dl India marketing network 11sve increasingly 4 
resor ted to  wh-contrzcting. When b iscu i t  production was incli~rlcd in 

t17.e l is t  of reserved i t e n s  f o r  the  m a l l  scale  sec tor  a few years a p ,  

established cinnufacturers >em -to get it prod>:'ced i n  the  small s ca l e  sec- 

t o r  under t h e i r  -.own brand n'me. l&/ 

A few years ago, the  Government introduced t h e  c a t e g o ~ j  of Export 

Eouses as  ZX export. lrozmtion measure. To qualify f o r  t h i s  s-tatus ;, 
f im's  

ce r t a in  2roportion of a L exports Pis t o  necesssr i ly  consi:;t of tile pro- 
k 

chc+s cf .ull sca le  s-ctor. As with m l v  other neasures discussed ;..hove kL 
t h i s  a l so  promotes t he  linkages bcsween la rge  =d small firms. For exmple, 

Tnta m c r t s  sulpplies processed l ez the r  - mmuf~,ctured i n  t h e i r  nodern plant 

. a t  ~ e \ q a ~  (M.P.) - t o  a amber  of axil1 leatl ier  goods proaumrs 1,212, on 

a job work bas i s ,  t u rn  then in to  f i ~ d  products. Shi l -zcly  it 3 s  sa id  tha t  

a s i m i f  i c a ~ t  proportion of iiiadustan Lever's e x ~ o r t  e m n i n z ~  ;;re c~ccovnt 

of products of the sniall zcz,le sector. 

It i s  oairl th.& C a j - j  E l ec t r i ca l s  Ctd., one of the  loading brand nxaes 
in collsurler dura.5le &mods, g e t s  mass of i t s  reguiremeli-6 fror;. about 200 
s n l a l l  f i m s  i n  BoL1Eay =d Delhi. - 

Br i t t an i z  
kccording t o  tile Ch3jman of L Industr ies  L t d ,  as repuxi:eil i n  h i s  
address t o  %he a h z e  holciers of t ne  ccnp~my, 34 per  cent of i t s  sa1i.s of 
b i scu i t  were procimed. from s r d l  nzinufnoturers. 



c m  be rec&ptulr:ted as f011~8;3 : Z: 3 laboix n ~ p ? ~ s  :ha1 ec0nor.1;. lil.rge 

an2 .o?all f ir~:is face difierc!c-t r!:r>.rket cmiiiticr.u. 3 3  t!~e i.?.?"rl';et f o r  f h -  

nce i?.rge firrrs ~ICLV~?  , ~ C C R ~ F Z  x r . e s s i % i l i t y  ~7r1ich n ~ c v i d e s  tlleil the f resc io~  

t o  choose capita1 intensive technology, w i t i l  ilii:;-\er 3.a5m.r procl>~.cti.viQr. 

for  s?lnli fkms t o  co-.;-xis% with l a rge  o i l a ~ ,  wi-th s, lower rate oi' :!rof'it, 
b~,w2 r z t - s  do not r i s e  m a  they apezrzte i n  

as lonl:; a::klon-cc:..~,etitiv_ x~r!cste. But if mcli f i z ~ n s  v:a.r~t t o  SOW the - 

on ly  via5le option for- thez:i is t o  ce t  -I-ie3. .to 1 . i i r~c f i m ~  a n  m b - c ~ n t r a c t o  & 
l'l~ougtl t h i s  arra~:.;?'cr,lent c ~ u l d  nean z lciier p:cofit r::;rgin f o r  Yne :?mil firms 

i t  p w i d e s  22 assu.r;.Z narket. Varies Gcver.'.z.'ent po l ic ies  scez~ -to stren- 

gthen the p::ocess of inter-li&.r,ges~betwear; firs12 of f . l f f i . cn~t  size;. 

Mb Chn. 
?toreover w2 .b -con t - ?a , -  reilztionship ,-ivas %IE opportunity f o r  s:~all r, 

of these intz7:i;l)ie zsscte coiild grovitie c o ~ ~ s i d c r r h l c  scope f c r  growth of 

a l l  i s  Th~ilus crrer ? period of t h o  a r;r~all f im caul3 ,qad~:r t .e  fro= 

beiny: a sub-contractor -(:5 an ~ n d ~ I ~ o n ~ e n t ~ i x a c ? . ~ . ~ ~ o r  ~ i a r ~ u f n c t u x i ~ ~  FJragded 

and/or pa+ente<l productd f o r  i;!:e w l c c t  . 

prcG& The r?r@z:~ents so f a r  s.~tlinc> the  poris i l~ . i l i t ies  cf  g c w t h  of 
- 

sub-contrxting i n  L ? i a  given the  coi15FtL01i of S ~ E ~ ~ U S  ld)oux 2nd tile role  

of the 5overnnc!nt pol ic lzs .  However the rc .a l isvt ion of po ten t iz l  coulc! 

M 
as we w i l l  nrgue he lob^, dcl;end upon 3 sdaex  of c tker  f a c t ~ r s .  - I-..tll-.l-----.--.-I--._-_-.--.-.---. _ __ .--.--I - 
w 

Fc;r c~ dstailocl f.iathx?aticaI' expbsition .of t h i s  s z ~ x x ~ o r ~ t  nco - (1960) 

%19.;4-. 



Skicc: the  nodern itrductriri.lisaton cffor-t begm during the cslo;l ic~l r u l e ,  

Br i t i sh  tccimolo& .?ad t h e i r  or;ar~:isction~~.l methods were r q l i c i t e d  i n  iniiia. 

Evcn a f t  e r  intiepenfiencs tcchqical a i d  ~sa~li,.gerial links with Dri-tain coat i- 

nix& t o  rcnain very s-hrori;?: A s  we no'ted ecz l i s r ,  -ihe i n d u s t r i ~ l  orzaai- 

sa t ion  and technoloar ir! Byylc"nd evolv;.d. 1m::c.r qu i t e  i i iffersnt ..;ark.?t con- 

di+ions.  Thcrefora indun-trill  p lan ts  t h e r e t ~ m d .  t a  L e  1higliLy vertic,ally 

inte,pated. Si~ace India fo l lov td  t h e i r  paYcwnl, f ac to r i e s  hero tcnded ,to 

be s i r i i lzr ly  v e r t i c a l l y  'Lrl?.egrateC znd there  existed a re luc tz~lce  t o  depend 

cn sub-contracting. Ilncrefcre t he  le,<acy of jarlustrial deveiop'len.% under 

colonial  : d c  could have hzd EL ne@tive e f fec t  on :hi: i;n~wth of sub-contra- 

c t i n c  relationship.  

rTl~e recessior~ of thc  i-1i3-sirties md  t'ne slower :,~owth wI.lich follcwod 

he.s been r e c c ~ g ~ i s e 6  t o  have teen' a very s ign i f ican t  d e ~ e l ~ ~ ~ e l l t ,  in the expe- 

r ience of post-~k,;?;-;,el~delrce indus t r ia l i sc t ion .  The e f fec t  of r e c e ~ s i o n  was 

not uniform acrciss a l l  indwstries. bu-b the engincoring industry i n  particu- 

l a r  was vary sever ly  d f e c t e d .  I n  m e m l i e r  study wr- hid outl ined the spe- 

c i f i c  ~ a y s  i n  which t,hc i n d u s t r i a i  sector w a s  attenp.ting t o  r~vercorli the  cr i -  

s i s  of the arid-sixties. ( ~ z ~ t j ,  1900). It  as zr :~-ad  that :leveloping 

sub-co~tract ing re la t ionship could. be a very effective r?ea~s  sf  1;cst rcdu- 

c t i on  increesing prof i t c h i l i b y  and g~owth. 
/ 

However th?  extent t o  which fho  iri an industry  are compcl.led t o  

br ing ,'?wn cos ts  t 6  protect  sac increa.se their. prof itaL L i t y  b;v~ld consi- 

derakl.: depend ugon t h e  pressure of cozpetition. Since Inliizn i n e ~ s t r i e s  

a p p e a -  ko be very cost  i n e f i i c i e n t ' ( ~ h o s h ,  .1902) d>>.c t o  lzclc c f  suf f ic ien t ,  

c o ~ ~ p e i i t i o n  t!he p o t e n t i a l i t j  of sub-contracting would not have '.I een f i l l y  

~.r+?.lisud. 



. . .--- 
?Oj 4.. A b r i t f  review of G o ~ e r n ~ : i ~ a t  t ,n l ic ios  z ~ ' l f ~ t 7 2 ~ ~  t o  ~s.:~ll ::c:ile S- 

Sincc t he  ?~>;li '<;b-~~g of tile .pl:Lnnini; ma th:;: p~ozlztiofi of S I . ~ : L ~  enter- 

. , 
pzlses  in -3. ccctnin  raxq:c, of nodcrn :>anufz,c-tj.ren rdild the  p i : s cm,~ t ion  of 

t r ~ d i t i o i l a , l  ind1;1ntcics have ;??en icportont c'ujoctivcs: of $:welo>2cnt ,;oli- 

cy. This was g.~.iileil 3.y -tila lar::er c o n c c n  of ccncra-ti.oli of c~:l$loy~.~cnt 

o p p c r t ~ m i t i ~ . s ,  brc,?-Jcnin~ of ~ : l t r ep rcnc~r r i a l  base, rci:iv.cti>n (if <;cc.l1. r i c  

i m q u a l i t y  and s p a t i n i  tdisp;!r::ion of uai~da~t!u'ii.;;- --.ti%-i-tics. The heavy 

indus t r i a l i s s t i on  s t r a t e , ~  of h r l o n o h i s  . d s a  o l c x l y  ?ei.mcs,ted ixnufz- 

na.nufc?cturing f o r  ~ r :~d l  scn ld  I i ro~uct ion.  The p r i z r ~ l y  c011sid~r"t  i cn  f o r  

t h i s  was cfficiency of proc1u.ckion aifl,I creat ion of enployuent o;,por-t'alities. 

Thc roJc assi:gcL .to sub-contractir~3 in - ~ ~ h ~ o E g b u i l d i q <  wzs ;.,ri;l.-.rily 

in vicu. of its of fec t s  on the efficiency i n  the  us? of cai~it;.ll reso~u-cos. 

task of dovclopr~~i.llt of the  -1ajor t r3~ . I i t io rn l  i:xlustrics l i i c  11ald 
. . 

looi?s, s i l k ,  c o i r  ci;c -:pa a s s i p t d  t o  sep?s,=t;e atatut'rf bocirris/co;i?issio11s. 

LA, t o  Thcrc.'.',re the s r ~ a l l  ccale scctor ,  a s  we nc,rr:~:.,lly -u:c'.eratmd i t ,  ref----- 

3011em z?nufa,cture~ !?need on nettil; plac;tics, .~~11bcr ,  p ~ t r o l e ~ ~ .  pro2ucts 

etc. This oategoq? ,2132 inc lx l e s  211 other i n6 .ua t r i~ s  n::t oovcrcd 1mdc.c 

the  c f f i c i a l  de f in i t i on  a l l  enterpr ises  vi th c 8 p i t d  inves-tuent l e s s  

5b.p~ a ce r t a in  l iLl i t  2ze inclwJ.ed under t he  catet?:cry zf si>dl sca l e  suctiir. - 
Over the  last e r e - :  f~ecadcs t h i s  l&it !-'as bccn p e r i b 3 i c d l y  rev ised  uprards - 
f r o i  Es. 5 lakhs i n  -tile cas ly  f j f t i e s  t o  thc  current  r ' iglrc of 2. 20 ldchs. 

Since the  Gover;:~!?xt :~f.Ce?s ,-. n u ~ b o r  cf  ooncr?ssions t o  the  aozla 

scctor t h i s  ddf i r l i t ion  ox-zies  c o s n i ~ e r ~ b l c .  oi<:lif icanc..?. IT0 l i~c l ! c . :  i,3p;rOval --- ---------.---------------- - 
' Irforcia.tion ;:roscri-bod in-this r?cction is bzso.?, Qli the  enI3ud rep17l.t~ z ld  

otkor publ iczt ions  of t he  C'USSI. 



o r  sanction is requi~o.1 t o  se-t up a small sca le  unit. Ragistrztrion with 

t he  s?:!2,11 jl.d:lstries ':~23.r+!tnt i n  a l so  710 t cozrpuiso:~. E.ot~e~r::r it is 

A s  nenttjcaed i~ t;hc previous ecotion, tl-~%..z;ssisttr.se be broadly of 

two t3;.:cs : "posit  i v ~ "  a d  "rcstrici ; iveW . ?'he -posi tive iica.w:r,:s c2= j e  

Ce.V"w.-" 
develo3~ent  rind a nwber  sf .°E---'--- f a c i l i t i e s .  Over tile icst tilroe de- . ., 
c r i ~ e s  a i n g e  'n~mi,er c f .  inili1s.trjn.1. nsbals.3 m d  r e l a t e d  overhond f a c i l i t i e s  

bc 
h ~ s  ' J S O ~  established w!:icY- functions 3,s nuclei  f c r  tecIlrLca1 n,ssistmce, k 
disse~.~jl?ztion of i n f 0 : ~ ~ . t i : : 3 ? ,  -l,?ainiag, nzrkct resezrch e$c. Tcsi ; . iq  f l c i -  

A 
l i t i e s  b v e  b c ~ n  sc-t urp in a fvr Citi.es.*o hell) s m a l l  ~..n-trepr$neurs uppede h~ .> 

t h e i r  pro&uct qual i ty .  

'yrwicl-lc sori h i r e  purci~ase a ~ d  a s s i s t  s::lli. f i r u s  iq :.~zr!c:eting t h e i r  

~ i n c e  the de\-elcxj!;;:ient of smll in6us t r ies  i s  a s t a t e  s ~ i ~ j e c t ,  each s t a t e  

~ v e r m e n t  h s  const i tuted a nmber  of i n s t i t u t i o n s  t o  13rc;lote 2,s ~ T L  rth. 

S t a t e  f i m n c i a l  corporaticns, .kL gerleral , povi i lc  lone: ten?. lams an< r i s k  

cay,it.d. Stat -  i!ltusttria.l :levdopment coqoza t ions  ace rne~mt t o  su:,pl:~ scarce 

I-sw r;aterials.  E s j r  a l so  nornaJ.1~ pro-id.e t eoh l i ca l  x ld  inz.na$erial nssistenos, 

pr-pzr.~tiolflf f;m j s c t  reports ,  m~.rket swveys e tc .  

A s  mentiunt?.d i n  t he  p r e v i o ~ ~ s  section,  eva i la5 i l i t j r  of c r e c i t  ilproved 

s A i m i f i c m t l y  for the  m a l l  sca le  sec tor  d t e r  r o i a l  b & ~ s  urere 



naticnalise6. While tile -tern lending i c s t i t u t i o n s  prcvidc long t e r n  finance 

md r i s k  czp i ta l  , co:me?:cial baiill;~ !nos.tly ccnce~l t ra te  on short  t e r n  lending. 

B e s e r v i ~ e  c e r t a i n  piloduc-ts a-11 r e o t r i s t i r q  t he  entry m~l c;y>nsion 

of lz rge  f i n i s  hzve baen in2ortallt prot;ective politics. Durin;; tlie F i r s t  

Five Year Pl;m p.eriod la rge  est-b1ishe.i mxuEecturer were clincoimq;ed f ron  

producinz a number of iteiis i n c h l i n ~  f w ~ ~ i t ~ ~ e ,  sPi.rts goods etc.  Da ing  

the Second Five Y e a  Plan period 'Cornon &udsction Prog;r:x1e1 T.Iki5 rkzm 
f o r  

uphroduucts l i k e  bicycles,  a mcliincs ,?kc. This intended t o  be a 

nethod of r e s t r i c t i n g  the  a p a n s i o n  of oap.7.cities in t h e  1mce  sca le  sector. 

The policy of r e s s~ r ra t ion  <.:as r e v k e d  &miAT the  s i x t i e s  a13 the  r e a l  th rus t  

cane dmilx the second I-z1C iif t he  deczdc. Lr 1965 about 45 i t e n s  were 

incll~.&?d in the  reserved l i s t .  Thc r:u;;be.r went up t o  123 in 1973, mld fur- 

ther  t o  over 000 i t e r ~ s  i.rl 1982. M-ter -the ?ITW Act .as introdliced i n  

1969 ,, it lms appaser.t,ly ljt-cmle :-!ore fiif fic-s,i-l; ." *3r - ix-ce f k i ~ s  t o  expand 

t h e i r  prochction i n  a s a s  r e s e n ~ e d  f o r  the small sca le  sector. 

hiportant p ro tec t ive  r?.i&smr; f o r  t hc  ncall  s o a l o  sco-tor. In afidition t o  

& 
'this f isccil subsiilics, ~ j l z s  rcba tc  a r e  off ercd t o  s1.la11 Fro:luccrs. In r, 

k 
oess i c  hposcd  on the i:ro.lucfs of tha l a g o  S C ~ C  

sector t o  p o u o t e  sn&ll industr ies .  

Recognicini; t h a t  sub-contrcctor~ ir~ nachinc building .3q ? ? e W r c  

cap i ta l  krtensive cqui:)~~cnt 3 h i ~ h o r  inveotncnt l i m i t  h s  h e m  allowed 

f r r  then. C ~ r r e n t l y  tho l l in i t  is fb. 25 ldchs,, 4 R s .  5 ,  lalkhs norc than 

tha t  ; > e d t t e d  f o r  thi. m a l l  eczle  sector. 

Moroovcr, cxclus.i;re m c i l l a r ~ s  who r e g i s t e r  thcascl-res under thin 

ca.tewy tire provided w i t l i  oti:or co~icessions a s  well, l i k e  p r i o r i t y  dl0b 

ncnt ~f sheds i n  inc?ustri.zl axeas, nof ter  l o x m  x ~ d  hirc puchasc  t c n s  

f ron  wTSIC otc. 



Tha Govornr.!~nt has givin z:~andir;x instnlct ioi ls  t o  p-ublic sz-&or unior- 
'! 2 

takings t o  i.lc%ntify thc  i t e n s  t!la.t &TI 1.o fcCrrc::-ll out rnd/dcvuiop - sui-labli. 

sub-contrcctor;. Sozc of the  le?.di.qg public sect  o r  c n t o q r i s ~ s  i i k e  INTIT, - 

and IT1 have developed a ~ c i l l ~ ~ r y  estnten clcao t o  t h ? i r  TLxt(;res9 helped 

cntrc.>rc>nJms p-orci?ase su i tab le  c-; i i t~.l  equ ipen t  ,and ~-1pp1iaL oxlers. 

Pa r t  TI -- 
Some of t he  evi2cnce pessnt ;ed k<ere c o ~ i i s t s  of broad i?acro leirel'di:.ta. 

while tlie r e s t  is confi:.lod -Lo cun~onent  s u b - c o n t ? a c t a  since the inJar- 

nzt ion a.vailab1e on otiror fo-T.S of t he  re la t ionship betwcen lzz.l;-e m d  small 

f i r n s  i s  :la~ligiblc..5iz~cc- su3-+ontrac-tirig as a clist inct  feaburc: of the  orga- 

n i sz t ion  of in i lus t r ia l  profiuciiou has not rccei-qed i:ue atterxtion and has been 
- 

inaclequately mderstood, very l i t t l e  cunprt&-ensive ~ 1 3  r ea l i ab l e  in fomat ion  

is availabli:. The o f f i c i a l  data,  as w i l l  bc &iscussed below, i s  s e r i o u ~ l y  

unra l iab lc  incomplete. Even the  few ir.divicluzl researchers invest igat ing 

the c!cvelopr::eni ,of sorii: ~ n - t c . ~ r i s e s  ,tn India  i l ~ v e  not focussed siiffi- 

c i en t  a t ten t ion  on $his problm. 

Therofora, o.s 1 nsccssaq- ~ z ~ o u n t ~  work f a r  f u r t h e r  s ~ q u i r y ~  'WE I l i l ~ i :  put 

to,yetkier whatcvex s e c o n d ~ z  cividcnce w s  could colleck. have ~nadc use of 

quantritativ,? data 2s !:eli as  q-di:lita';ivo i;lr"orr?atiox~. 5Thsrefors- ';he picture  

that s.iRereS is  1-+ere-essaxily f x a p c n t ~ q r  in  nn.ture. A s  fa?  as  pcssible  we  hay^ 

comen-t,?& on t h e  nature q ~ a l i t y ' o f  <a-La before pu t t iny  i t  t o  use. 

Most of the  cax1.y stuilics cr. iy13ilstria ?Levclop~~ent in India diJ n3t touch 

upon the qufstion of sub-contracting. Probabi?~ Roeen': (:957) s t u d y  wzs the 

f i r s t  serious, thougil l i q i t e d ,  a t t cxy t  t o -  f~.q:11o with the ~ r o b l o m ~  Based 



on h i s  v i n i t s  t o  s number of f?~cto-.ics i n  Boili1,ay cl~irlrin(; 195.5-56 11e observed 

that  lartie firms tenZ t o  produce most cf t!~eir  rcqulrencnt within .their plants.  

Hence the level cf sub-contrackix was very low. 

" One of -hi: fasts t ha t  s t r ikc ; .~  t he  obsezvo- of E.iLian 
z,a?.r~f r .~ckr+.ng inii-xr;try is the >??all <til:omt of ~ ~ 1 3 -  
co?z-tmctir.;~ within t k ~  present in23:~f~ic.l  1:;. idre. . . . 
but i n  Exiia t?:.e 1~2;:;r:j: enginwring finis usu2111y x,ro- 
duccd ;?,Pli;os-t a l l  tho ;xrts of a mnchke wi-tilir. t h e i r  
OKI f?-ctcry, i q o r t i : : ~  any o.ther p=.t ne<;c:.c.'. 
?- 

A R G ~ D ~ I ~  19399 po153J. . 
Gn the  baniv sf h i s  nt~uly of smail fb.s i n  Delhi, ~~ concludecl 

that "Indian mauf?ct tqers  preferred in t epa t cc l  plairts aa they were eas i ly  

aaJailiL1J1e om i r q o r t s  with o r  i ~ i t h o u t  f o r e i s  aid" ( ~ m ,  1350). Jarnes 

Berm ar r ived  at a s i n i l s r  inCer~nce  fro:~i h i s  3 t u e  of entreprenws!up 

i n  South L~? ia .  He found t h a t  even the s m d l c s t  net21 workin,- un i t  had t h e i r  

om founrtrios althou+?h tilese rrere ui;ilised cnly f o r  about three nocths i n  c 

year ( ~ e r r w ~ , l 9 5 8 ) .  

' he  J ~ p a l o s e  rlcle:~ztio:~ on oi-i?,l?;li sca le  inCustries,  whicii v i s i t e d  

India i i l  1959 t o  recorx~ind poi ic ies  f o r  s n a l l  in; ' .~striis hzd a sinilz? 

story t o  t e l l s  

"...the Ze~elo>ment of anc i l l a ry  p l m t u  leaves ~?uc!l 
t o  be dcnirec? beczuze Lig industri;js bi L ~ d i s  :gene- 
rsll:: possess f ac i l i t i i i s  t h a t  can pzoclucc a11 tlic 
;pots they require. Morecver the  tec!miczJ. at&zrkds 
ci' b ig  indus t r izs  f ~ c  exceeds t h a t  of 8:-!zll ill&- 

~ t r i e s "  ~ ? 2 e p o r t  of Japanese de lemt ion  Or? S j l l  
Scale Industr ies ,  195ys 8 g  

I n  1959s the &&.neering Associction of Inriia, the  .then leading asso- 

ciation of na jor  e n g i n c e r i n ~  firms, c~riducted a s~uvej of 211 engineering 

units eri:ployks 20 or  core  workers with power t o  obtain a detai lcd statis- 

t ica l  acccur~-t of the indus t r j .  Tile recor t  sa.ida r"dle l c v e l  of sub-contracting 

is very low mcl .';he prcgress nade so fiis i n  t h i s  erection, barring some notable 



p.13). It furtklcr quf:,-kc.l froi:? .Lht Draft ou t l ine  of th:: t!lircl f i ve  year 

"&To u ~ ~ ~ , . ' . f ' i 2 w ~ t  jrogress \g,?.s Ilicevcr, x!c,<e . . rn Gev21s2b.7 ,.: . -..- .>~.~~.ll ,cc%le ,x?.its z.2 cnci- ... 
1 '  to ir.~!;;? s,:nl.e -mi.k~, in l;;riq;in!; 
.3-~s::! ~ L U ,  2: *. ,,>. ILUI.I. ,,"..~ @f indus t r ies  i n  WOC- 

'.ins m2.i zoraor? Dr:Cuction r,ro)r;.-:?r!e." 
c c r h g  Associ.ation ci b.d.in, 1961 , 

Irr t he  l a t e  s ix t i e s ,  sw~e~rk i ; ; '  tile Li'tec:lturc on small s o d e  b-dustri- 

ee i n  India,  Fisher a lso  found t h a t  very l i t t l e  w a s  achicv-il i n  i:.evelopillg 

"W~~%tev~:r toile prz:;~r ,. vie-#I tow;;-rus tild anci- 
l l s j i  2,s i~ ?nn:>i:r:.iin.f., ii; is clu?,r, i n  p r -  
c t i ce ,  t ha t  l i t t l c  !::Ls bow1 &ni: in -t!.ic vari-  
c.us ~ i a u s  t o  cro:?.i?tc t3eir. :evelop::L'~:t. 
E-ircl 2lan .i&:es s s t rong ~jofiitioll ?)ut has 
lit'g2.i: t o  3f-f-r; i2-s a cons-i;::+i.nt s ~ ~ ~ g e s t i n s  
i; 3ciirij~-62 a s e  Tor sna.11 i l r l i t n ,  -the a ~ c i -  

G n q  is su t  (3-ct) ~ i p c r t ~ n t  ir. 
e i s h c r , .  l g6gp  p o l f i g  

1% is vorj. !?ri(ier.t $ror: !;l~zsc r i~.$asks thn-L sub-+ontractil-e m s  very 

C h a r y  in th,? s i ze  d i s t r i bc t ion  of reg is te red  f ec to r i e s  - 38 ;~iensured by 

u k c h  has appnrezltly ;;me ~ ~ n o t i c e d .  Between 1950 z::iG 1570 the zverege s i z e  

uf f ac to r i e s  has decliiled i n  d l  the 12ajor inrlustry p o u p s  witk thc: cnrception 

of bi.vern!?es, cher1ica2.s :..rid ciltriical. ~,rofi,.~cts a d  s l e o t r i c a l  3a.chinmy. (~able .1) .  

A b i t t e d l y  t h i s  i s  quftc nn im.3eq1mte ncosurc of f a , t o r ~  concentration. But 

Sendesaa's (1979) detail.ed s-tu5y iioc the ' s w e  pario,: using more a p p r ~ p r i o t e  

s t i t i s i ; i ca l  tec3niq1:es z l so  u ~ ~ b i g i o c s l j .  in3ica-tes z sir?ilc.r 'tri'nd. 



Industry . lk~?ber ---- of v;~r!:er~ Rar f:tcto 
1950 1370 

I. Pg.iccltui-al ,processes 

2. Food (except b w ~ r a ~ e s )  

3. Ecvernges 

4. Tobacco 

5. Text i les  

6. E'oot wear 

7. Wood and cork (except fmnit -me)  

8. ~Furnitimes a ~ d .  f i x t u r e s  65 

9. Papar and paper p r d u c t s  249 

10. Pr int ing,  publishing Ad a l l i e d  inCustr;r 5A 
11. Leather and l e ~ . t h e r  produc-ts 87 

12. b b b e r  and mhber products 288 

13. Cheinical and chemical pcoducts 111 

14. Products of petroleum and coal 2 ~ ~ 0  

15. Non-metalic minerals 141 

16. h s i c  metal infiustries 167 

17. Metal prodilcts ;.lcc+,riccl il/c 53 
18. Macllingrjr (except e l e c t r i c a l  a/=) 71 

19.  Zlec t r ica l  machinary, Apparatus, zppliances 153 

20. Transport equipment 260 

21. Miscellaneous indus t r ies  1 84 

Total  141 73 

.. Soirce: St3;tistic:s of f i c t o r a .  19'50 and 19.70 
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Table 2 

22. Beverages, Tobacco a 2  
Tobacco yroducks 122 140 85 90 65 44 '4 4 43 

25. Cotton t t+xt i les  24j  256 160 167 106 148 I44 147 

4 .  Wool; s i l k  mti S:,T-- 
t h e t i c  Fibre Text i les  76 81 56 53 51 48 54 49 

26. Texti le,  prociucts 57 59 ?3 36- 31 34 34 31 

27 .- Wood and bIacc3 p o d u -  
c t s ,  Fcmi tures  & 3 7 5 ~ -  
t u r e s  . 16 17 21 '-13 I e 16. I6  16 

28. Papar w.d P q e r  pro- 
ducts cvld Printing, pub- 
l i s h i n g  and z l l i e d  indu- 
s t r i e s  45 49 52 43 46 42 45 41 

29. Leather and lea-tiler 
aroducts 85 84 63 56 38 56 54 61 

j0. Rubber, P las t ic ,  Pet- 
. r c l e w ~  and coal pro- 

ducts 70 67 4.9 45 42 35 3.9 43 

1:hemical ad chenical 
products 110 
Non-~etzlic mineral 
proclucts 82 

Basic metal alld a l l t y  
i n 3 ~ s t r i e s  118 

Tletal products $0 

Elec t r ica l  nfc, a;paa- 
tus and appliances, 1 54 
Transport e q l i i ~ a e i ~ t  
and par te  248 

Other rna!:;l:cct;u;-jng 
inclustris> 48 

- 

So11-cer 1. S t a t i s t i c s  cf Factories,  1971 znd 1972 
2, .ha  survey^ of Industzies, Swmay-Results f o r  Factory Sectoqv V m i g x s  

i s su ls .  
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Table - 3 

M s t r i b u t i o r ~  of f a c t o r i e s  by s i z e  of E tna1op.u  

&ployin@: less  fiploying 50 o r  more, Zmploying 500 
thlan 50 workers but l e s s  than 500 wo- worjrers a d  

rke r s  . more. - 

---A. . .~ . -. ~ 

Source: '. S t a t i s t i c s  of Factor iesp .variovs i s sues  



ii 
Table -2 s:~:;ests t ha t  th in  tri:g ~ o n t i m c , ?  i n  .t:.ic sevc-,tisn .?"s wcllo 

. * 

tlxez. industry grou~:s t'r.-?.t re(-.; s$ez.:d rk? fncr;-i:sc. i n  avcragc? s i zc  C~rf i lg  

1950.-70 a l so  &eclirLeci'-in tile ~ A s e q u ~ n t  CccsJs. 

. . Another indicztor  of - this t r m d  is the ;>rcy:ar-ticn sf  fao tor ics  er~i~lo-  
. . 

-:/ins less thai f i f t y  %:orkzrs. Phis has gone up frci; 75 per  cent i n  1753 

t o  82 per  cent in 14'72 (~zblc-3) .  Cor re spcm~~in~ l~ r  t he  1)~lrc~~r~rjt,z~r: f:xc-tc- 

r i e s  emplcy i~s  0 -to 453. v:,.orkers hac c a ~ ~  cioln~ frorr 22 -Lo 15. 01.1s j.s very,  . . 

conscious or  thy sho r t emi rg  of tbe percentaev d i s t r i bu t ion  of factories. 

C l ~ z n ~ e s  i n  t h e  eilployr>ent distril:u.tion i n  d i f fe ren t  size classes  of fncto- 
a 

r i e s  i s k 0 . s  ~ ~ ) p r o p r i a t e  neasure. But, since tl?e zxtent of un&erreportiw 

of eclployzm-rt 2.ppezrs very n u b ~ t a ~ ~ t i a l  .lS 2s 11as been repenteciljr shown by a 

r1~17her of stuiiies, thi:: measure i a  unlikely to prove t c  be n. bczter  in&- 

uator  of the change i n  dis t r ibut ion.  

The &€cl ine i n  f s c t c ~ ~ c o n c e n t r a % i o ~ ~  could ir,dica:tt. tile :-ro~.sth of mb- 

contractin?. Kowever it n.-q not  aetnal ly  5e so. Thouzi-1 it is a necessary 

condition i t  i s  fa fron be ins  a svfficient one. iner?;xse i n  czp i to l  m.p- 

loyed per worker could have !la,& thc  opposite effect .  Eo:rcver i n  the  l i g h t  

of the ob.served :rcrt ically i ~ ~ t e g r a t e d  nature of IndiaD plaxls  i n  th2 f i f t i o s  

a d  more , ~ c n e r a l  forns of i n t e r - f i m  l'il~ka&es as well. 

~ u t  we m e  a ~ 2 ~ e  -that tile dcc1i.m i n  factory concc~trn,kion dr~cs not 

necessarily mean a siv.ilm trend i n  tile fim. conccntrztiol-1 and g~owth  of 

inter-fh transactions.  It could well be .';he g~ewth  of - nu l t i p l an t  opera- 
&k 

. 
t i cn ,  ir?t ra...f& tj-a,de. No is av-ilable t c  chec!: the  v c l i l i t y  of 

_________,l_________.____-______-.--_-l_C__ .--- 

* Sfice f a c t ~ - y  s t a t i s t i c s  ?ata foj? tnc seveci;ics was not roa:lily available,  
Sa~desara 'q  s t a t i s t i c 4  excrcisi; could not be cx-londci?. 



J1! 
t h i s  as;;v.lent. 

Eowcvzr such s y r o p s i t i o n  w e - ~ l l  r e l a t i v e  $6 tila incrczse ir. 

i..:.re.zsc: .,.. i n  f i r n  c1';i.L ini?ust~y lwval ca~nce71-trai.ion. The a v ~ i l a i ~ l c  cvijonce 

on the c .~nr , sn t r ;~ t ion  of' o;~tl;:rk x - ; ~ n g  lm,;.e fi3.s an? lnze rio~~opoly houses 

~10':s 110t S ~ C W  WLF i n c r c ~ s i i - ~  tt~leli':. I<i%'fi (1 7 8 2 )  ilotailed s t a t  i s t i c a l  

top 100 cc~nFznios in -2ailuf:cturing ou2p1l;. D~crci i s  no cl.ear t rend i n  t ; h ~  

c~r;ccntr:~-li,-n of cu:;1;,~t 303-:tri::iltc; b;? the t:?l- 20 bilsiness houscs c i thur .  

(C!haa?:a;lg7q). Ploroover thc sli;;;.a oul;i:?at ccf f'i.rr:,: c o r i i ! ~  un-lor t!!c per- 

view of Mi7W Act has :li.cl"ina.' .;;,ex ti?.? (cXIB ,1982). Tncref ort t i i c  p o -  

k m ( U , h  
Thus cnf; call irinfor sor:e wh.xt nore safcily tho ,,~o;.rt;i of i~'6c.r-fin; z17.l ver- k - '  

Dcvolo-merit co~:~! i ss ia ie r ,  Sns l l  Scale Lli!11.st.stries (UCSSI), tilc agcx 

b o w  of t h c  Cectrs1. Go-fernilmlt fo1. pronotion 01. th in  nt-ctcr, r c & d z r l y  ;1u- 

blisb.cs Ada sn t!~;. ni?ir~l:>ur c.:f ro:yisteroC silall s c d e  un l t s ,  c ap i t a l  invo- 

a t e1  ~:zglogl.?ent ani! output, This corpus cZ i : lfcm,~tion lws se?rencl l i n i -  

tat iona.  The f igures  on the nunber or̂  e n - t e i ~ r i s e s  ar.1 capi-La1 as:~ployi.ii 

r e fo r s  only to  the writs ?;h.icli havo re,$stcred the~~isclves  w i t h  the rcspe- 

c t i ve  S t a t e  h,:lu.~Lri%l. T)vvvli jpnc~lL Or,:n.nisst;ions. As r eg i s t r a t i on  i s  not 

~:an;i,?tcq{ r~or most of the  in<iust-cies, the  llore,yis lc~r:ir l. 1:1-1i t:s wk!i ch acpa- 

r en t ly  . f ~ ~  s s lz sk l e  so:>i;cril 2re t o t z l l y  l e f t  0?11,. Since the uppo:.i~ivc-- 

ct:>ent 1i~:;:iI; f o r  i j u d i f j r i r ~  a s  a snrill sca.lo u n i t  !'as Seen going il;, tile 

il.lcrense i n  nuibers 'lceo net necessar i ly  r;e;:Ly 7oi.ith of new entor$-ises 

en6 f r e s h  ca;!ital irrves.trl~>~-~t. I?Ioreover thc  f i d m e  on tjle ~~ud, ,e r  of 

s tored un i t s  is 2 c-;r?ulativc t o t a l  w e r  ti-.c? yesrs  which i s  not a:!justed f o r  

the  e c t e q r i s a s  which cease -to fmlction. Tml-e i s  no evicience on the mortality 



o f  small f i.17:~ -(r:!iich ZO-d : ' L ~ G  ‘ consi:lt:-:able i n  I n d i m  coc9itions - t c ~  

cor rec t  f o r  t h i s  error .  

me o u t ~ u t  cstk~,'?.te i s  a!&rcntly ba.scd on one pxesmt s a q l 5  ::urveyjr. 

But !lo ~lct:~.il;  cf t;;? s ~ ~ ~ , l . k l g  .;rocehzo :.LII~ t he  cstirn.t ion ~.ctkiod i s  

furni::llc12 i-. :AT- of t h e i ~  ~jub1ic:::i;icns. It app;z.rs thz-t tilcse fi;.wcr; 

a r e  geaerate:. ;izinl<; f c r  thc  o f f i c i a l  use of -;he clepartmcnt 3 - l  -tl-:crefarc 

t h o k  r2 . z l i b i l j . t~  i s  mspc-ct. 

Tablo - 4 Gr:rciukh of & a l l  Sczlc Sector ir!. Pr:ll.a ( i n  TP. crorss l  

No. cf regis t -  Value of Pro , i~ot ic i l  I-T;3'tcI:%~rie P ~ r c s n t ~ ~ e  
srcrqL 7,qori~ay f i:i civzrcnt p r i c  is ) cf prorhc t iccreaz t  
.anits (000) Ij.egistcre9 Ulrcgistere2 at  70-71 

ur.its LUU-LS ~ c i c e n  . .---------.>-------- --,-- .---- 

1572 N.A. 2900 21 6.0 44IO. 54 

1973 1 GO 3420 5090 5005.24 73.48 

1974 21 6 4930 4270 570:. 26 14.03 

975 233 5740 5260 6683.1 3 17.10 
1976 260 6700 5700 7350.72 9.93 

1977 287 7570 6430 7750.02 5.88 
1973 321 0500 7200 6420.72 5.20 

SOIWCC 1 3evelepmcrli; C o ~ ~ l i s ~ i o n ,  Snal l  Scale h i ? i ~ s t r i e s  Iqc w Bclhi 

Keeping thosa l imi ta t ions  i n  view we e rmine  tQe bonds  i n  tilc ~ ~ o w t h  

of szall scale sector  ill the  seircnties. ('rrislc! - 4 )  9 - c  increz.sc i n  output, 

evcn a t  tho constznt ~ . r i e e , : ~  ~ 2 p 5 e a r ~  imgrcssive. 

)hT. 
The Lq-rc-butkr ~f -,la11 scz le  :;cctor necd no-t lloccssnxily ii1ii21y increasing K - i  

sub-contracting rel-tionshi? . In f a c t  thi. ;:rcy,ortion of exclnuivc znci l la-  

i 
?if in the  t o t a l  li!~iDer ~ f ' r e g i s ~ e r i - : :  small u n i t s  i s  ahost ncg l i ,~ ib l e .  

In the  Resenre B s d c  cf Irli'.ia's sample survey of 1976-77 it );as 2 rJcr csnt ,  

&1'3 in 1979 Nat ion4  In3ustr ics  Corpors.tion's snz!?le sxrJre:r the  popor- 

t i on  r.r~.s 6. per  cent. ( ~ s ~ a r a j  1901 , i  983) E i e  o f f i c i a l  f i , v e s  on the value 



sf cor,?or;.i:;lt: pu.rch:se.? frc? , ,%lcillz"rien by pirblic ?:oct3r imi'cr.tokin~s, 

thcu<~h incrc.?sc<: co?lsi~.~.ertl.bly--is-?;aerjr s~l311 2s -1 i;.rcpo:ction of t k i r  

o v t p t .  (~L i i l c  -5 )  This inf  crxation i s  >:f t ~ n  qno.tz:?, i l l  Fdpu3.z,r l i t z r a -  

bat, t o  su-;;;rcrt tl:c ~ricr,! ::!2ct scb-con!;motiny: h-r: fai . lcl  -to [:row in 

h d i m  in.!ui;t~r.r. 

Ycclr l f u ~ b  c r  of Purchase frori -.x:.ci- Pur+dinss Crc;:~ 
::ncillar;r l l r z i e s  by ~ ~ Y b l i c  mci l la l : icc  ?-s 
UnYts enterL?ri. scs  i n  of GBl' f ~ x .  

Rs. crorcs  2ublic ncctor 

Ikf~cwc~rsr such za irifcraico coul.? be inaccoratif s ince tllc 2nta r s f c r s  

t o  the -iralue of g~0J.s fro12 the exclusive anci1l;trics un i t s .  Since !:: 

sizablo proportion of s m a l l  fir;;s un- l s r tak in~  su:,-cor!tr~ct~-; wcrlc ?o not 

r eg i s t e r  3"s sxclusivc ,zncill?-ries t he  above h t a  i s  an un&r est inat ion.  

Registration as  in e x c l u o i v ~  nnc i l lz ry  of fe rs  20 p ~ , r t i c a l ~ m  s&v-ntr.yc 

except t h a t  the  Lipper lhit f o r  bvcs tnen t  is ralcxed t o  2 ce r t z in  cxtc~st .  

'On the contr?,q9 snr.11 f ims inmy consciously 2void ~.-.<:q.uirin:; .this s t a t  i . ~  

mJ cul t ivato a l a r r ~ e r  n~u.?bor of custoricrs t o  refilcc: rj.sks an:? f luctuat icns .  

It is pccsiblc t h z t  p:,relit firr:s 111.ay not wclcokic. t h i s  i.iti?;r since -they rlo 

nct  wznt the  sub-contrcz~lors t o  get  r ipcd out &~wir,r;. busincss i l u ~ t d ? ~ . t i o n s .  
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Cine could .zrj>ze t ha t  it i s  i n  the l o n ! ~  ; ; on  i n t c r c s t  of l<w;~e f i r r ~  t o  rt;.co- 

@is@ t h e i r  s e l f  i n t e r e s t  i n  the -ivdansl c ~ o ~ i t h  of 8~:2.11 cntcrgrises 

which provice chhoaysr proiluction f c c i i i t i e s .  

Year Centre - ---- - 
1970 ~ak~1 . s ,  Bonbay 

1972 Cdcuttiz 

1974-75 Ahnckbad, Ja,i~;ur, Bmgalorc, d r a b  New Delhi 

1975-76 Lu&ima, K~npur  

1976-77 Pal inLr ,  Inclcrc, Tkichur, Cuttack 

1970-79 G?uhati, Srinagar ---------- ----- --- 
Source r Association of Indian wincering In~luuntq ( I  902) 

(ii) 

Perfoz~~aricc of sub-contmctbLp: s::ch~nces 

-- ------ .----- 
Yrsx KO. of ? ~ i t s  reg is te re6  with sub- No* cf  cc.:3cs if ~ ~ ~ a l l  scale  

contract  i n z  exchmh= laits aes ia tud  by th- exclmrgc 

Source: Officc of tho Dcvclopnont Comissioner, Sna l l  Scale Industries.  

Sxb-contract in^ exciimges as an i n s t i t u t i o n a l  ncchanisn of ~ r o n o t i n c  

l inkage between l x g e  an? mall nnterpr ises  were cstabxished in  the seventies. 
\ 



stercl:  with thcr~  c m  be mother  iz<licc:. tor ,.!f t h e  ;-?:rsbr-th of sub-contr::.ctin~;. 

I-Iowher t h i s  is a pmtiz1 noasai; si?i:,c it *'.ec, iwt rcve2-1 t h o  n.ix111cr of 

f i r n o  n.-.tidLly -mkivg use of -l!li:: f z c i l i t y  &"r1 i h c  x:.:.nituLc of the tatxi- 

s:ctisna inxrolved. While only t1~:c ,:osi~>-.cnntr..~..ctinp oxciian~cs i:<istci in 

19 10, z t  Bombay m& Fadrzs, tho fi;:~~:; ~ 2 r . t  up 1,; 16 i n  1379. ( ~ 2 5 1 e  6 j. 

Corrcspondin((1y thz ,  nm'ber of 3zt zr,:ri::eo ~c.:,i~t:?rc?. ".j.th t ,h~.sk exc;l;>.n;u~ 

incrc-aseC f rou  955, in  1975-.76 t c  1442 i n  1978-79. 

3. Ace dictr ibut ion of sma31 s c r l e  u n i t s  8 

Tllis  can bc'another r!aaruc of tila 2ro\rt21 cf. the sri?;Ll sc?l!: scctor.  

3u.t it. has a amber  of 1iLlita.tioris Age  Lis t r ihut  ion c;r,nnot ;;.cc.xm t f .;r 

w r t a l i t y  of & t c q r i s e s ,  sihich C O U ~ ?  hc si@lificaP:i; i n  I n d i a  coni~.itic;oi;. 

To t h a t  cxttmt it 'undcr cs t inates  t he  ;,roport.ion of thd ol , 'cr  uni - to .  ?qorc.- 

over t he  a r e  XstribuCion does ;lot rc-~i:a: m y t h i y  r~bu?lt t he  ;~ci.stll of 

vr1.l.uc of orbput which is 'of p;re:itc-r ~ i ; ~ n i f i c m c . ?  f o r  o u r  ;mx-posu. 

Pita h Table 7 t o  9 ~?rovidc:: il;i?;lstry-wis\; -t~r.!;.i-ral d i s t r ibu t ion  f c r  

21 f three poin ts  of tinc i n  the s c v c n t i e d  Aocori.in$ t o  Tabie 7 52 per  c m t  

of e l l  t h e  regis tered s;??Jl ~ n t e r p r i s e s  cc'!.!.;?encr~-1 :,rc,.:uctirjn b i t w ~ ~ l i  1966 

<and 1972. Exceptin3 i n  IL rzw industry rou::o in i.!ost of them t h i s  z n t i o  

i s  over fifty percent. 

b.t-,h Table  8 per ta ins  t o  769 induotridrs d i s a g p e ; ~ t c c ?  st 3 Jicit 

National Incluustrial classifica.t ion base': on a s,wple suT-.2y of s ca l l  ucnu- . . . 
f a c t u r i n g  enterprises. A s  thi2 ,a::= dis t r ihut ior :  data i s  zvailiu1c in i~r! r -  

centa;:e t e rns  .mrl nut i n  a.otua1 nuqbers vo could n:,t urcscnt tho irlfom.?.- 

t i c =  as i n  tho previous table .  1'3,bIe 8 3rcviljes l i i ~ t r i b u t i ~ r r  of iniluotriks ----- --- --------- - 
Tile tlmce t a jpc ra l  d i a t ~ i k ~ ~ ~ - t i o n s  ,are bascic? c : n  t h r u u  iLiffr;l:%nt zourscs 
wit11 vilryin,g coverage m,? ccnh:.~Sed by <~.~:T~>Y^.I'I~ .zgeccifs. 1972-73 
clxk i s  based on a l l  Ir.:!Fa Census of srill scalr; ~ z x i t s  conl:l:ctecl bjr 
DCSSS, 1976-77 La,ta 5-1 RCJC.L-V~ 3 ~ 1 1 1 ~  3f Inilia's sm;!ic SIAI-V-S~; cf ::nail 
enterpr ises  a s s i s t cd  by ~(ii.~!ercii:l bill-ks mu 1979 tiatn c:v. ;.1~1cl: imrc 
r e s t r i c t e f i  s q l c  s g x - d e j  o; cri~c:rjri.scs i n  t:lc p l a s t i c  23: i>.;;.-tr.l 
c n ~ i n e o r i k  industr ies  con::.uotsC by Matioual Srr?..11 Iri5us-Lries Coqsr:tion. 



accordin:; t o  p r i p o r t i ; . ~  of tot::l i?iu.itisr of fims in each irr$u.us"ky cgnnen- 

cinz; pro<[-dction in each pcrio:?. IG sl:3ws thzt :?>arin;I 1951 t o  IF65 the 

1:unhcr of int?dstrics i n  which raze  t1ia.n 50 per cant o f  thc unite Btasteil 

i)ro&ucti~in was only 32. Bilt the acme in:?icStcr l,:r tihe pcriori 1966-76 

is 134. other  wordc;, out of 163 in?+s t r i r s ,  i.n 144 h<:ustrfes nore. 

t h m  50 pcr  cent of tho vriits co!>li.cnc;.cI g r o h c t i o n  bctwecn 1366 &a 76. 

Industry Percentage of u n i t s  s e t  up 
-.----- * -----.------= - ---... "-- 

1951 a n d  1951-55 1956-60 1361-65 1966 aid 
b of ore  rf t e r  ---- ----- -+-___ _----..- ------------------ 

1. Fa02 Pr.itluctc 10 ' 5 10 18 57 
. 3a.rey;. ;c:: 16 4 10 19 51 
7 EGO< - 
>I . O A C ~ ~  m.il gqsaents 12 6 1 3  17 52 
4 Wood ;~ro:lucts 8 5 13 20 54 
5. Paper E ~ O ~ I I L ~ ~ S  r?z:i? p r i n t i c ~  14 C, 11 19 50 

6 .  Lesthar an13 l a z tne r  _i!i.oi?cts 21 9 18 I9 33 
7. Rubber mJ pl:..stir: pro;lucts , 5 3 8 15 69 
6. C;I:i.micals 13 6 1 2  18 51 
9. C l x s  sic? ccr.x>izs 9 4 10 18 59 
10. Qasic  n&nl indus t r ies  9 4 1 2  21 54 
11 . Met2,l produc,&k 15 6 13 19 47 
1 2. &.chinmy 8 4 12 22 54 
1 3. 'Electr ical  nzckiinsxy 5 4 13. 22 56 
14. Tran.sport oqu ipna~ t  10 6 14 22 4& 
1 5. 0.tliers 10 G 15 24 45 
16. Job work, repa i r s  an.? ~ c m i c e  6 5 -1 7 20 --- 56 ---------- --------- 

All  L12astries 12  5 12 19 52 

Sourcc: ,Ropcrt on 63nsus 3Î  Sr.all Sczic I r rJust r i r l  U n i t s ,  701 I & I1 
Governnent of In;?i,-., DC&SI, 1977. 



tJ 
Distribution of industr ies  (3 h i ~ i t  K~c) acoril inf- ,  --- 
t o  ?:.?~portion of -L;otd m l i ~ 5 e r  of f i_ l r , i in  each! 

inil-rlstrf comrleacini: pr6;uctiorl i n  each oerioci 

Percen-tap of sll f ix? . .~  i n _  each 
ir ,r >.- U,,try come:lcirg prroiiuction 1951 -65 1966-76 

91 - 100 
Total number of industr ies  

Source: . a : _C-r~:&h +-trb1ctlLTe of *.a21 Scale Industries 

i n  India $ Some Fixc'ings . 1981 (un2ublished) 



Table - 9 kewise .  industry-wise -Listribution qf t h e  

Salule s n a l l  enternrises 

1 I Industry g c u p  
Code 

Xuqber of t he  s m l e  units 
cco:ienci:lr: rroduction c?win~ Total  
1951-65 1965-79 

30 PEg. of ru1~3er,  p l n i t i c ,  petro- 
leu-1 and coLl products $5 (19.31) 187 (80-26) 233 

33 Basic ne tLd  an?. a l loy  inL2~st- 
r i e s  (33.33) 120 (58.82) 204 

34 M f &  of n e t a l  products 227 (30.35) 501 (66.98) 748 

36 Mfg of e l e c t r i c  equii,ncnt and 
r lachirsq 69 (28.75) 166 (79.17) 240 

37 PTfg of t ransport  equipnent 62 (40.26) 84 (54.55) 154 

Source8 R. Nagara.j: S0rr.e chmac te r i s t i c s  of Sr1a3.1 Scale Idustries in 
In&ia2 SoL:e f u r t h e r  r e s u l t s  1 9 3  (unpublished) 

Note: The percentages a s  well a s  t he  rows ilo not acid up t o  to tz l s .  This 
is because t h e  enterpr ises  establisher1 before 1951 axe excluded, 
which accour~t f o r  35 percent of t he  sw.ple units. 
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Table 10 k e  d i o t r i k u t i o ~  of f ac to r i e s  =tier AS1 

-----------I------------- .--- 1. --em--- 

Year 1973-74 1976-77 - -- I 978-79 

Before 1950 20.4 14.8 13.8 

1951 -55 7.4 5.3 4.8 

19555-60 14.1 9.9 0.2 

After 1965 32.4 44.4 48.8 

Unspecifiefi 7.1 11.8 12.0 @ 

---- -- 

Source: ALC- Survey of Industries,  &c~?xy IW A- 

ut=. . , .  f o r  Factory 

Scotor, Varzous Issues. 



.lo 4-.P&- % I 9 7 9  

Table 7 which i s  based on a very nuch smSLer s w l e  ZLso indicates  k 
a a i r ~ i l a s  trend. About two t i i ir2s of the sanple u ~ t s  cane in to  existenbe 

a f t e r  1966, Thus cn the bas i s  ~f t he  i d o r n a t i o n  on ace d i s t r ibu t ion  it 

c m  be i d e r r e d ,  tllo@l not c o n ~ l i ~ s i v e l y ~  t h a t  tlie s n d l  sca le  sec.tor has 

geow.1 r e l a t i ve ly  st a f a s t e r  r a t e  a f t e r  the  nid-sixties.  

It woilld be in-teresting t o  conpare t he  d i s t r i bu t ion  of sna l l  scale  

en te rpr i sss  v l th  those of the  f ac to ly  sector.  Tsble - 10 pzesents z p  
\r;s 

d i s t r i bu t ion  cjf f a c t o r i e s  covcred under Annual Survey P ~ d u s t r i c a  f o r  t he  h 

~ i m l l  s c d e  sector  (ag civen in Tables 7 t o  9)  f o r  t he  coilresl . icnin~ years 

shows that the  proporbion of enterprises.  comencing production a f t e r  1966 

is  nuch higher i n  t he  s z a l l  sca le  sec tor  than t:?e fac tory  sector. Thus it 

sbggests %Pit  the  2cruth of s&l sca le  sector has been r e l a t i ve ly  f a s t e r a f t o r  

t he  nirl s i x t i e s  than tiis fzctury sector.  Since a l z r ~ e  propcrtion of sna l l  
employing 

scz le  sector  ( these L // norc than 10 worker) -re included in  the factcry 

sec tor  t h ~  above r e s u l t  s u ~ ~ e s t n  t h a t  tho nuilber of s n a l l  f ac to r i e s  i s  in- 

c r e a s k ~ g  at 3 f ~ s t e r  r a r e  than i3.r.,:r ones. 

Our e a r l i e r  a n ~ ~ l y s i s  (HitF;3saj 1983) of rzulcet,ing behaviour of r m d l  

enterpr ises  based on the N a t i o n a l S d l  Industr ies  G o r p c r z t i o . ~ " s ( i ~ ~ ~ ~ )  all 

India s m p l e  survsy revealed t h a t  a mzjor iw .of them produced in tomedia te  

products m d  sold d i r ec t ly  t o  bigger un i t s  i n  public and p r i v ~ . t e  sectors.  

Only a s d l  prcporticn of thesc un i t s  sold t h e i r  output t o  J i s t r i bu to r s  

and agents. However t h i s  cxerciss 'ma d s o  not q,uite sat isfactory s ince 
me. 

i t  does not provide data ;>nhvduc of goods sold throusl? 3.ifferent make- 

t i n g  channelo. 

The 6etcLiled exanination of fou r  d i g i t  prosuct c l a s s i f i ca t ion  of the  

ESIC data rwea led  t h a t  n. l m g e  nmber  of sr.ial.1 net& engineering f i m s ,  

which m e  inxzr iably not reg is te red  a s  a n c i l l ~ z y  un i t s ,  undertooli work l i k e  



21 
mkining r a b ~ i c z t i o n  e t c  on contract  basis  fron l a rge  ffircs. This ro- 

v e d ~  the sub-contr~ct ing nature of the  re la t ionship betweim l a rge  nrid 

~3,211 fims. 

AlthCugli the  evidence aclduced so fax  clcee seen t o  suggest an- .increa- 

s ing  t rend towzzds sub-con. t r~.c t in~ i n  I n d i m  nanufacturir+s, it docs not 

seen t o  be suf f ic ien t  t o  hxr.,ard a generd isa t ion .  One m y  t o  overcoce 

e 
t he  problem of l ack  of azdi;rp.:%ted &.ta is t o  supplenent i - b  witi-,  n ic ro  le-  

-a1 ~%<c.s of spec i f ic   fin?.^, incb:str-i.es, and recions, t o  f ind  out i f  they 

provide f m t h c r  ins igh ts  i n to  t he  issue. 

4. Case-stuiSesn 

L/ 
In zn excellant study on v e r t i c a l  i n t e r - f i m ~  2!.nkaes iri t he  truck - 

izanufncturing inGustry i n  India, La.1 (1980) :,ointed out tha t  Yne l e v e l s  

of boug1lt-out conponents among tine two proaucers - Tata w i n e m i n t :  u l c l  

Looonotive Con?a.ny Lin;itetl (TEIEo) and Ashok Leyland L h i t s d  (AL) - hs 

oon~mrzble t o  t he  l e v e l s  attizjlicd in t he  devalope3 countrias. However 

betweon .thc two producers there  i s  ::. conaid.cr&ble LLfference r while AL'c 

bought out conponenL.~ . . f o n c d  59 oercent of the value of the truck, it i s  35 

percent f o r  TELCO. Like -the rmnufacturee ic the  c?sevclo~ed o ~ a u ~ r i e s ,  these 

fFrns  ;,!alee' a s t r i c t  clistinction between f t r a d i t i c n a l l y  nade irl-house' an6 
. ~ 

"traditionally bought i.u.tfi.t&..~s. .The 3r;ttcr is silpljlied by the auto-aci- 

1 1 ~ '  i d u s t r y .  It i.s i;~ the forner  tlmt sub-contracti3le: i s  resor tcd  1,:: 

f o r  nanufncturins r e l a t k e l y  sir?pler conponcnts viiich were e a r l i e r  Z L ' , ~ .  .ir 

house. Over the years couponsnts w c a m  +:ur1.1?4 n~1.t. -to snalll slnb-r~~l~Li.&%ora 
. 

.to t&:e g , l ~ n u ~ L ~ t ?  of t h e i r  1oc:cr cos t s  of production, Irzlfs survcy s?~ows 

titiat the vra~cs i n  sub-cnntractcr'n firms a r e  about half  of those prevai l ing 

i n  AL a d  TELCO. In a':&itFon t o  t he  cost  cbnsidercttion, po~.s tk  in sub-contra- 

c t i x  i s  cnussd by -t;ic o l i c y  of t he  resenratio:~ of zn increasinx l?xge n;m52r 

of i t e n s  f o r  producf i c l z  111 u,m.17 ncul,.? 3sc:ctor. Ilolvevcr t h i s  i s  n6.L ii.~pl~mented 

V U L ~  s t r i c t l y .  



A study of indus t r ia l  development cf Jmshedpur, (Gupta, 1980) - ons of 

t he  oldest  i ndus t r i a l  centres in india where T a t a  I r u n m d  Steel  Co.Ltd., 

""7 
,.+ w\, kd&L - ;,* k t  

(TISCO), TZLCO, and inmy over bzer.-fwm-ths cf t h e  sanple of small f i n s  emplo- 

* 
ying l e s s  than 30 workers s t a r t ed  in  the nmrenti.es. a - I )  Over 80 per 

cent of the firnis employing l e s s  than 10 work'ers, and aver 60 percent of the 

u n i t s  e rnp l~ ,~ ing  11 to  30 workers, nulxfacb~red z,--,L~st urclccs anJ ,they ,Lid not 

psoduce f o r  !;hc market. Firost of than sold t h e i r  output 'to lLzrge un i t s  loccl-ted 

i n  Jmsh-dpui? and only a w r y  small proportion of them werc r?epsndcnt on ord- 

e r s  from one parent f i r m .  

70 gerci:nt of the  sample units ,are clxmgad in s t e e l  m ~ u f a c t u r i n g  l i k e  

cast ing,  forgings,  an2 machine parts3 out of these more than half produced 

pz r t s  f o r  t hc  autohotive inc:ustry. Tho* Gupta d,>es not s t r~ke  i t  expl ic i t ly ,  

i t  appi'pss from t t ~ e  study tl?at TELCO is  the  ma$cr buyer fr,t>m these Gall- uni ts .  

If t h i s  inferenca is carrect ,  then it is in t e re s t i ng  t o  note t11:it although 

IIKLCO hzis bci- i n  existence s ince 1946, it i s  o n l j  i n  t he  s e ~ e n t i e s  tha t  t he  

firm incresscc! i t s  purchase fro? srall e c d e  uni ts .  

Table 1.1 : Y e r c e n t ~ ~ ~ e  Distrtbrrtion of Incius+rial Eatiblislments 
a t  Jm~siiedpur accorrling t o  the gear of :start ing ope- 

-. 
rzt.ions Fircc1z.m and. m d l  sec tor  only 

-- - ------ . . -- 
Year cf s t a r t -  Size of inLustria1 c ~ ~ h l i s l ~ n c n t  measured Al1' ca t  e- 
ing - by number --- of employees gories. 

Bclow 19-29 30-99 100-439 500 -2nd s i ze  not 
--- --~ -- &cve . known 

1939 c r  before - - - - - - - 
1940 - 47 2.7 2.7 - - - - 1.6 
1948 - 55 2.7 2.7 8.3 - - - 4.0 
1956 - 65 0.1 10.0 16.7 25.0 - 14.3 12.8 
1966 - 70 10.8 5.4 0.3 12.5 - 14.3 0.1) 
1971 o r  a f t e r  75.7 75.7 53.9 62.5 - 42.9 

,~ 69.6 
Data not avai lable  .- 2.7 2.8 - - 25-6 3.2 

-- ---- --- -- -- - 
TCTi14 130.0 100.0 100.0 100.0 - 100.0 1Q0.0 - - --- -- -- - -- 

Xo. of casas m a l p e i l  37 37 36 8 - 7 125 
Source 4 Gupta (1 900) . .  ' 

'6  Unfortunately the study does not !ncntion the procedure f o r  selec-t ing the C 

s m p l e  e n t e q r i s s s .  



Papolz Mzuthurrs q a e r t o o k  a stu* of inter-sector'd linkages in the  

metal engineer& inrlust=y in Kanpk (NIC 33 t o  37) ,  one cif the  o1b.e~ indu- 
. 

str izl  c e ~ ~ t r e s '  'h Iiidia. They dcfinc ana l l ,  ixd2uii and lra2ge firr~s in t e rns  

of t h e  n~mber of workers aploycd:  up t o  10 worckors, s~iall; 10 .to 50 ne&ium, 50 
. . 
atid above, laqe.  U1lli;rc other irniajor centres i n  E~&ia, ~ n 1 , u r  does not seen 

t o  havo a very 1 a r ~ e  ~ c t a l  engineering works e ~ ~ , l o y i n g ~  say, over 1000 w o r  . , 

kers. In t h ~ i s  at.L~cdy tho:? h.a.ve 01-Jy two f i r m  e~:::gloying nore tha7 500 workers. 
. . 

Posing the  pro5le3 within tile f r a~ewprk  proxriilcd by Vhtaw.bc~ P a p o 1 a o d H " L  

fin* very l i t t l e .  t e c h n o l o g i a  ibL<,ages; though rxxket linkages ( sub-contra- 
t . . 

ctin,-) a r e  qu i te  preve1en.t. It is not  d i f f i c u l t  t o  see  t h e  reason for poor 

t e c l u ~ o l ' o ~ i c &  l l ~ ~ ~ ~ e s .  It i s  qui te  - l i ke ly  t h a t  the  l a rge  f i m s  i n  Papcla's 
, . . .  . 

smple ,  with zn avercye s i z e  'of 56 workers, a r e  technologic~l l j r  3nch.md 

u n i t s  which rmy, in tnn, be sub-contractors. Intu-tlvely, onw would expect 

t e c h c o l c ~ i c a l  di f fusion i n  a s i t m t i o n  where tho  parent ~ L I  i s  rapidly 

expanding x i t h  techn01o~ical.l sc?umccr.ient. 
,h k.', f > y j  - 

However i-t' i s  in t e r e s t i n& . . t o  notc t h a t  even these %arge* uaits 

i n  popular parlcnce xc~nid kc sategorise3 3 s  sr!all o r  ~ w d i ~ m  scale f i m s  - 
d s o  fm- o:lt proclucticn t o  :;et s ~ l a l l e r  units (enploying l e s s  than 10 wor- 

kers,  which iio .~ io t  c??e un-ler the perview of the. f ac to r i e s  kt).  . It seenu 

t o  s u s c s t  tbt there  could ?;G not j u s t  one, but several  l w e r s  ( or  stages) 

of sub-contsxctucu (sub-contracting) between tho f i n a l  user  of the  conpo- 

nent and i t s  actual  producer. The r ea son-  f u r  sub-contracting givon in the 

study are a (i) lack of require<l rinphinery, (ii) seasonal F X C C S ~  ~ ! ~ ! n ~ n f l  

(iii) avoiScrice of enploying addi t ional  workers f o r  ?car of a t t r a c t i n g  the 

appl ica t icn  of nore  1ab,3ur regulations. 

Tho tenporai d i s t r i bu t ion  o f t h e  s a p l e  units sl.ro,ws that fewer thcn 

50 per  cent of the  u n i t s  were l e s s  than 10 years old.. me' proportion f n r  

l a rge r  units was 40 2ercsnt. Thesc r e s u l t s  a r e  not inconsistent with our 
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e a r l i e r  analysis  of t he  age d i s t r ibu t ion  of small sca le  enterprises.  However 

they do ind ica te  t h a t  in Kanpm a mod proportion of small units have bcen 

i n  existence f o r  c much loi-gcr peri,d of t h e  and it i s  d i f f i c u l t  t o  speak 

of an accelerat ion i n  tho  recent pas t ,  

- .  . . 

There i s  a io the r , s e t  of case s tud ies  which focusus on the grcotcr mcploi- 
, , . 

.L 

t ab i l i - ty  of labour i n  t he  sca le  u n i t s  and i n  t he  unorganised sector. 
. . 

This f a c t  i s  very e f fec t ive ly  r~ade u t i l i s e d  by l a rge  sca le  enterprises through - .  - 
sub-contracting relationships.  In a detai led case $%,M-of the anc i l a r i s a t i cn  

. . 
1 progr?mc of a la rge  public sectori-engineering critroprise,22 it w a s  found 

I: 

t h a t  the  cost  reduction was achieved m i n l y  by explo i ta t ion  of c h e ~ p  labour 

i n  the  si-11 sc through the  $inciple of division of labour 

and spocial isat ionl ,  The study rcveals  that the pswent fim ha& provided 

l i t t l e  ass is teace t o  t h c  anoi l lxcics ,  nor did  it nakc any f o d  long tern 

comi tnent  regarcling pr ic ing9 workload, &ice oscrtlation clause etc. It did 

not mlco pronyt p a p e n t  of b i l l s .  But it is in t e re s t i ng  t o  note t ha t  i n sp i t e  

of such an 'sunequal" re la t ionship between the  parent f i rn  and the mall entor- 

prenours, t - ~ e  i a t t c r ' s  p r o f i t ~ l l i l i t y  seeus t o  bcXx h i ~ h  tha t  they r c l a x  i n  

"air-conditioned coafcr t  " . 
'i 

Therefore the b m t  of the  cost  rcducticn i n  t he  3ncil lary un i t s  f a l l s  

d i r e c t l y  on the workers s ince a l l  labour laws exe violntcd.  Thc study provides 

t he  following dcta t o  show tha t  t hc  wages paid ase above the  riniurn prescr i -  

bed wages nocording t o  t he  old no t i f i ca t ion  but a r c  lower t l m  the new one. 

The study a l so  suggests tha t  the  entrepreneurs ,are unl ikely t o  agree t o  thc  

revised aininun wages unless  the  t rade unions a g i t a t e  f o r  it. 
- - 

a The 'bane of the  d conljaay ilas been withheld. 
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It a l s o  disn;sses how labbsm- layas  a r e  viozaterl. 

!'It is a shari: con-trast t o  observa -tile w.cili.ay 
e 1 l t e q r e n e u r r e 1 ~ i ~ g  i n  t!la air-Coliditioned co- 
n f o r t  while ciasling re,-;istrzticn of h i s  factory. 
t o  avoid. pr~viLiz:+; h i s  labour x i t h  the  barest  
uinixa-I of faoj.li-ties. G o - ~ o ~ ~ e n t  policy 
of encouragfw- entrepreneurship by sul~sidieing 
the  banef i t s  given t o  entre3renevrs is contrary 
t o  t he  declzred.  object*^ of :3.0zentrtilf sdig ec+- 
nonic >owor. The :irlcillary er:trei:renews nay 
be educzted uncr!~l!ployod~ but  t he  very f a c t  t ha t  
I t,lie>- CIVTI Eie eq,arisi-*> oom~cdYiy cclacakion, is 

cenerril1:y i roof  t h a t  they belil;;;: -to the  elite. 
The profi:ts of t h .  nr,ci.l.l;ixics t o  l i n e  the 
?i)r.kets of the zno i l l s ry  c n & r q r e n v ~ r s ;  , - ~ d  thus 
t h e  c3-cle of aoononic yower eirculc4;ing i n  the 
hands cf a J ino r i t y  c ~ n t ~ u e s .  h. o thm bmeds, 
t h i l e  auch ;~olioCos .ma foliowed, :;over% w i l l  
r c aa in  inherent t o  t he  syster;." (I!l;r-tioml Sndl  
Inclustries Goq:crrjtion, a k e o ) .  

In h i s  study of s!=ll industries i n  C o i n b a t ~ r ~ ,  one of the  ~ 0 w i r . g  

i n d u s t r i a l  centrss  whore a l x g e  nu~ibor of spiru-ing a i l ls  aud two r n j o r  

(19,9%J 
.roduccrs ?ze loc:ttca, Harris ~ o u n d  t h a t  a l a rge  2ropm- t e x t i l e  machinmy 7 < 

t i on  of t he  e n g i n o e ~ i w  units -art: su l ; -contx~t~~rs .  F a r i s  says: 

". . .A5 per  cent of t he  reg is tore5  wurkshop 
a ~ d  35 per cent of t j ~ e  ?;hol.e s ~ x ~ l e  axe en- 
s=@ i n  sub-contracting in  which thsy put 
t h e i r  own r a t e r i a l s ;  and -kmt t o t a l l y  jus t  
over half  of the  full sar;lle m e  c.n;pged 
hi s o a u  f o r -  of sub-contracting. >Tine 
u n i t s  (10 per cent)  a r e  engaged i n  one f o m  
o r  another o f ' t i c a '  sub-cnntrclcting, with 
n s ing le  pasent fim,....As as 37 un i t s  
(over 40 per  cznt of t o t d )  a r c  ac tua l ly  
e;lgatged in sub-contractin;;. re la t ionsh i r~  with 
' large ~ c ~ ~ ~ o ~ ~ f a c t o r y  industry." (&-xis 
1982, ~ . 9 8 2 ) .  



Table ti2 

S;lccialiscd Act iv i t i es  of Workshops 

- ---- 
Registared as SSI Wol- ll&G Unrcgsiorc~7 ( ~ c r k s h o ~ s  a d  PCP) 

Sub-Contractors 

Shcct ne td  parts m d  
preesings (1 PlastLc p=ts 

P l a s t i c  pcwts (2 sheet r e t n l  p a r t s  ( 2 )  

CastLngs (7 1 ~ a ~ ~ c c i  ~ x x t  s ( 2 )  

S t r u c t u r d  n e t d  f ab r i ca t ion  (1 ) u-h-. 1 ?ad ~LXI : i e t ~ l  
cas t ing  (3 
CastiJg3 (3 1 
Glass-f ib rc  ranks (1 ) 

Ticd sub-contractors 

Casting 

Job-work 

Tied job-work 

C h a i n  assembly 

(i ~ ~ h i n ~ d .  pzrts 
Shoct-actd p.z-t;s 

.,!,Textile n i l 1  spnres 

(via c t radcr )  

3hcIiiined g'wt s 

Pa t t e r s  

( I )  Ma.chincd parts 

Castings 

Sheet rlc-tal p a r t s  

Fz t te rns  
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Table Daily kwzes of 185 workers 51 12 l igh t  

,E.?dustriJ;I - lkterp>ises i n  B u l s z  and P;ulsar Talu&& 

i n  1974 

I1aS.y wa.ges ?k. of worbrs Percent Cwulative percent 

(~$1 
- 

Less than 2.00 5 2 3 

2.01 - 34r? 45 24 27 

3.01 - 4-00 36 I9 46 

4*01 - 5-JG 39 21 68 

5.01 - 6.00 26 14 92 

6.01 - 7.00 I1 6 88 

7.01 - 8.00 7 4 92 

8.01 - 900 3 2 94 

More than 9.00 8 4 98 

Unknown 5 3 

Totol 1 05 100 100 

__ . . - -  .- 

source 8 ~tree&& (1901) p - 665 
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The p x l ' i ~ r ;  descr ipt ion ( ' I d l e  12) s!?o~.?s t ha t  :!hist cf the  sub-contr3.- 

c to r s  un(lertoo1i sh,pl.e % a c h i n i q ~  operations o r  r?1m?.xfact>.re of :;irqle net31 

or  p l a s t i c  components. One of the  iu te res t iq  f indings of t h i s  s t u b  i s  

t h a t  tile l a rge r  angb-eering firms i n  Coimbatore e n c m a c e d  t h e i r  s k i l l e d  

workers, esp+cialljr those. employed i n  t!le ilachine shop9 t o  s t a t  t h e i r  own 

1.iorkshops. Pare l t  supply sub-con-tractors with orders m5, a t  t ines ,  

i.mr m3.terioJ.s A ~ & o r & ~  t 3  "aris, t h i s  i s  zm ef fec t ive  way of :reilu- 

c ine  l a jou r  costs  and increasing cantre1 over the labour 1:rccess. Eowever 

he a l so  says -that this nEy not be +roe of al l  the firm. In m q ?  cases sub- 

contzasting is encoxraged t o  save on cap i t a l  e x p e n d i t t r ~  znri t o  u t i l i s c  the  

special ized lz~owled.ge m d  s k i l l s  of the  s.:.all firms. !Phis i s  especial ly  t rue  

uf the  foundry i n 6 u ~ t r y .  

Streefkerk's  de ta i led  =count of the  cha rac t e r i s t i c s  of on:3,11 indust- 

r i e s  m d  l abo~w condi t ions ir.  Bulsar, one oS the v.ery rapi5ljr gcowin;. in3ustri-  

a1  towns i n  G u j a a t  f z i r l y  close t o  Dc::n?c.y, shows ~ k a t  the &crowtin of the  l i g h t  

indus t r ies  is closoly l inked t o  i a rge  sca le  uni ts .  

" A  z-mber or' iriduat.ria1 ffi.rms i n  Bulsar a r c  
closely associated with la rge  indus t r i a l  con-- 
cem.is. DIUS, we migllt speak of nn i n - t s ~ ~ a -  
t ior .  of modern l i g h t  f i ~ s  in to  i n c t ~ s t r i a l  
s".ruct-ae, ; u ~  inteDat ion r!xlced by soc ia l  
and econo~ ic  :mb-ordirlation with zi;.spect t o  
t he  l a rge r  concerns. This cissociation allo- 
w s  these  l s k t e r  fims t o  supply tl.~ex'-~;elves 
wi-th r-Ls,ti_velji c h x p  pa r t s  ?ad t o  c:ontra- 
c t  cut ce r t a in  phatsco of t h e  pi-o51.1ction 
process." b G e e f k e r k 9  1981 y. 66- 

The stu&y does not give su fu r the r  de t a i l s  on the re la t ionship between + 
l a rge  and s m e l l  f ir~!is.  I t ' s  &SSB is on c%lrliticns of l & o m  arld labc9sr 

in the are-. r w e a l i n g  
r e l a t i ons  h 1t is  f t o  note how the small un i t s  consciously 

avoid reg is te r ing  under tile Factories Act and how the  bureacracy worlcs hand 
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i n  glove with these ent?eprenexcs t o  derar t he  worlcers t he  s t ipulated mini- 

mum wages. Further sa fe ty  r e g d a t i ~ ~ ~ s  c z c  violated and minimum f a c i l i t i -  
hcrt 

es a r e p v i d e u  st the  xorkplaoe. 

CT&- jq) 
The f- ilata shows -the wages received by the  sample of workers. 4. 

"T21e mces  tlre low, t h e i r  working &a>-s i s  of ten 
l o i x e ~ .  than 8 hours, ar! they receive no paid 
h o l i k y .  They work i n  srmll firms havicg between 
5 t o  30 workers which m e  dangerous cad unhygie- 
nic,  xith poor lighiiny;, inadeq.uatc yent i la t ion  
and -to2 many machines i n  too small an =ea. There 
is no ~ u e s t i o n  of any p r o f i t  sharing programme 
or  other  benefits" ( w e f k e r k ,  1961, p.h6j). 

In addi t ion t o  t he  case s tudies  discussed above of a specif ic  industry 

o r  rezion some data aid descriptive accounts of >xb-contracting i s  avails-  

b l e  f o r  ce r t a in  pu7Jlic and pr ivate  sector  enterprises.  Appendix - 1 pro- 

vides infomation f o r  55 public sec tor  plants  f o r  t he  year 1977-78. It 

i s  interest in,^ to note that tlre captive un i t s  (or exc1usivel;r a n c i l l a r i e s )  
of 

form only a low proportion 2; -the t o t a l  nuiilberftho small un i t s  from whom 

tile public sector p lan ts  buy t h e i r  supplies. Tnis supports our e a r l i e r  

izrgunent t ha t  the insib?rificmt nuuber of e x o l u s i v e l ~  anci l lasy units under- 

estimates t he  l e v e l s  of suboontractirg reached i n  Indian industry. 

Tne Bombay Chamber of Commerce 3n.d Lzdustrg collected k i o m t i o n  on the 

ass is tance provided by t h e i r  "embers f o r  t he  so~rth of t he  small sca le  sector. 

.It was presented i n  a seminar organised by them i n  1979. The summary of the 

r e s c l t s  a r e  given in Appendix 2. Thm& the  information is  incomplete i n  
! 

rnany respects  a i d  t he  firms f o r  which the d a t a ' i s  av-zilable.cannot be consi- 

dered as representative,  t h e  data i s  nevertheless vezy r w e a l h ~ .  F h s  

belo%-iw t o  a wide range of indus t r ies  -me ta l  engineering and chemicals - 
have developed sub-contractors. But the majority of work done by the smal l  



units consist  of r&hining, fabr icat ion,  nmufaoture of component s , plas t ic  

zio~ilding~ a s s e ~ b l i n g  e-te. i all  of which. a r e  apparentiy labor-intensive 

i n v o l ~ r b ~ g  sk3ple techllolo'QT. Most of the pu'ent f i m s  of fer  some kind of 

t e ~ ~ o l o g i c a l  &wid;tncc, though very few of them provide f i n m c i a l  assista- 

nce. The s i k a t i o n  in t l ~ c s ~  units i s q u i t e  d i f fe ren t  from ?chat Papoi" noti- 

ced i n  the lnetal eraineering iqd,.~ntries i n  Xitnpur. D.is b t a  seems t o  SU-, 

pport our view tha t  techr~ciogical linkages a r e  I..ikel.>- t o  be strong i n  3 si- 

tuat ion >,here parent firms arc large,  growing and tech~ologicically dynxiic 

uni-ts. 

We now present date  f o r  two t r a c t o r  maufacturers  which gives us insi- 

&ts in to  the  log ic  of l ~ x g e  scale  cub-contractir+;. Escorts Ltd., (Sales 

3 223.37 crores  i n  1782) i s  one of t!le la rge9  divers i f ied very rapidly 

expt~nding engineering concerns mclinly producing t rac tors ,  motor cg-cles, auto- 

mobile ancillaZZ and a number of items f o r  the  railwa~s. It i s  cne of tile 

f i n s  which consciously prcmbted sub-contractors r i g h t  from i t c  inception. 

Escorts News, the house journal s t a t e s  tllat "king t h e  past  10 years, Es- 

cor t s '  t o t a l  purchase from a ~ r c l l l a r y  industr ies  bas r i s e n  from Rs. 10 crores 

t o  Rs. 70 crores". In 1901 Escorts had 3010 sub-contractors with the follo- 

wing s i ze  dis t r ibut ion.  

Iio. of wzloyees No. of Units ,Prooorticn of the t o t a l  

Over 500 - - --- 
Tot& - -.- 

This data  shows tna t  n e x l y  three-fousths of the  a n c i l l w  u n i t s  a r e  snall 

ones enploying fewer th'1 50 workers. Though these fi,mco do not  t d l  us 



a ~ y t h i n g  abo~xt t:?e d i s t r i bu t ion  i n  t e x m  o f  the  to t 'd  vvlue of pods sup~, l ied,  

I, ,,ley dc ;ievertheless point  t o  tfie significance of s n d l  sub-contractors. 

The mzzmgenent very proudly claims t h i s  t o  be evidence of  -the success of 
L3g 

thir  "Corporate philosoi,hytq. 

"Nowheze has Escorts ' philosophy of interde-' 
r>e:ldeno e b esn more g~:a?hically i l lns t ra4 i  ed 
t.i.ml i t s  centincus r;;~pport t o  anc i l la ry  indu- 
s t r i e s  during .the 1a::t 20 years. h e i r  7030 
anci l lary iririuei-.ries, nalsing over 500 dif f e- 
ren t  coaponents foz  t r a c t o r s  etc. have been 
~ i t d  fac to r  i n  Escortst  rapid growi~h over 
the  past  decadev'. ($torts News, 1981 ). 

ontrant a 
Eichcr Goodearth Ltd. i s  o m  of t he  &? & i n t o  the t r a c t o r  inch- 

stry., Ccnpred t o  t h e  other  firms i n  t he  industry the extent of sub-contra- 

c t i ng  ic t h i s  f i r a s  i s  apparently rrr ~ n e  proportion of bo.~&t-out 

pa r t s  £oms about 81 per  cent of the  value of sales ,  exc ludh?  the  excise 

WJ. Even i f  -the contr ibut ion of " t rad i t iona l ly  bought outqq components - 
which a re  never manufactured by =any t r a c t o r  produces - i s  excluded, t he  

supplies f ron  mall sub-ccntmc.i;ors &-::cirnt t o  30 t o  40 per  cent of the  value 

of the  t r a c t o r  (FICCI, 1981 ). The management a t t r i k u t e s  the  lower prict! f o r  

i t s  cornparablc range of t rac tora  tc. i t s  efficient a n c i l l a r j  developent  pro- 

gramn~. ; ~ u s i n e s s  India,  E'cb. 2-1 5, 1981 ). E c h e r  Goodearth i s  now s e t t i n g  

up a n  anc i l la ry  e s t a t e  consis t ing of 80 un i t s  in Kalka. (FICCI, 1980). 

Tl~e log ic  o f a n c i l l & i s a t i o n  at Xscorts  i s  very neat ly  s~mxarised i n  a 
popular a r t i c l e s  "Ancillarisation has beeil ~ e z 6 e c t  s t r a t e a r  f o r  gene- 
r a t i n g  funds f o r  inv?stnellt: a l l  sales a r e  against  oash but the  CfJmy:aIly 
get  30 days c r ed i t  from su2pliers.  Result8 nos? pars  the co~qmny does 
net  need t o  1x0 t o  a bank f o r  workinc cap i ta l  a1.J i n  Sac-t has a c reSi t  
balance. This saves crores in in-terest  chazps :  money that car1 h e  
i n ~ e s t e d  f o r  mowth. Increase i n  t r a c t o r  c z ~ s c i t x f r o u  20.000 to. ,~ ~ ~~ 

j/.,000 w i l l  be financecl through cur.i&nyt; own funds". L ~ n d i a  - .'-:-, July 31, 1982, 



Conclusions 

To, recnptulatc,  -the ana ly t ica l  issues  dea l t  with in t h i s  stu& m o  

(i) t o  understand the rneming of sub-contracting a d  i t s  d is t inc t ion  fmn 

rore 'gencral  intel-fim rela t ionships ,  (ii) t o  out l ine  the various forms 

of sub-contracting i n  4 i f fe ren t  m e 6  of industr ies ,  and (iii) t o  analyse 

the log ic  of sub-contracting especially i n  t he  I n a m  contiixt. 

We have attempted t o  sl~o%i tha t  a l t h o q h  the elemt-;nt/&xploitaticn of  

cheap labour in sub-contracting.mdoubtedly exis t s ,  it i s  far from an ade- 

quate eala ia t ion of the  grogth of -this relationshi? between large m d  small 

firms in inZvstry. Our e f f o r t  in t h l s  study lms been t o  b-ring out 

the c o ~ p l e x  s e t  of fac tors  which~S1-aence  sub-contracting, l i k e  the r o l e  

of Goverment po l ic ies  ,the nature of production technology, the Level of 

indus t r i&l  d e v e l o p e n t . m d  the  h i c t e r i e a l ~ - ~ a c ~ o u n d  of modern industr ia l isa t ion.  

Our attempt a t  documenting the changes i n  b u b - c o n ~ r a c t i ~  in I n d i m  indu- 

s t ry ,  t h o ~ ? h  lacking i n  detai led s t a t i s t i c a l  account at the  mocro levc l ,  does 

suggest a considerable grok%h, While i n  tile f i f t i e s  l a r g e  enterprises b a l i r  

ved i n  ~ n u f a c t u r i n g  a s  many components i n  - house a s  possible,  the  s i t ua t ion  

has d i s t i nc t ly  clm~ged i n  recent t,ines. Now firms consciously nininise  t h e i r  

cap i t a l  investment by pronoting sub-contracting. 111 addi t ion t o  taking adva- 
of 

ntage bpecialisat . ion and divis ion of labour, the  pronotion of sub-contracting 
sFCd 42. 

i s  l a rge ly  suitled by two conside~ai-ions r lower l a b o u r c o s t s  in  sna l i  firns 

a n d  r e s t r i c t i n g  in-house employnent of vrorlcers t o  ininimise t he  po tsn t ia l  th rea t  

f ron ormised labour. 

The p r . ~ e n t  fbzs seeE t o  provide sons so r t  of technical  guidance but very 

l i t t l e  f i n a n c i d  assistance.  On the contrary sub-contractors extend t rade cre- 

d i t  t o  pa-ent f h s  ran&% from 30 t o  90 days. Though ~ x c l u s i v e  annilliil 'ies 

are provided w i t &  some adYit ioml concessions by the Govement  it appears - l b t  
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nc i the r  thb parent firm* nor sub-contractors pre fe r  t h i s  exclusive s ta tus .  

m e  f a c t  tl.~,t mb-ecntrzcking h&s increased since the  mid-sixties suggests 

t ha t  the growth of t h l s  rel.ationship could. have been i n  response .to the  

recession of t h e  nid-s ixt ies  and the  slower growth of nanufac1;uring out- 

put i n  the  subsequent period. 

Although the evidence narskalled i n  t h i s  study appe:us Substantial  

i n  ac tua l  f a t  i - t  lacks  i n  ?e ta i l .  Except in providing a broad view of 

t he  changes we know precious l i t t L e  about how sub-contractiw is organiserl 

and the logic  of i t s  g~cwth. Among the case s tud ies  only t h e e ,  namely, 

La1 (1980), ,Papoia and lvhthur (1979) and NSIC (undated) have at tenpted t o  

understand sub-contracting i n  any de ta i l .  In t he  renainirig s tudies  t he  issue 

of relatioiiship between large and small f h s  i s  incidental  t o  the  main fo- 

cus of t h e i r  enquiry; .Morecver w e n  :he thxec s tud ies  zentioned above e&- 

nine sub-contrscti.ng narrowly i n  t e r n s  of e i t he r  (i) linkages between t h e  

f orna1.  and t h c  i n f o ~ ~ l  z-ztoir o r  (ii) diffusion of technology o r  (iii) ex- 

p lo i t a t i on  of cheap labour. 

On the bas i s  of our Liscussion i n  paxt I of t h i s  study lie f i n d  t h a t  

these invest igat ions  have focussed the p r 6 b ~ e n . r a t h e r  narrowly o* only 

a few dimensions. Sub-contracting has t o  be .understood,as an in t eg ra l  element 

of the growth s t r a t o w  cf the  firm in the l a rge r  context of t he  o r u s a t i o n  

of production and indus t r ia l  change. The r o l e  of Caverrxaent po l ic ies ,  expe- 

c i a l l y  i n  India, could have played a c ruc ia l  r o l e  i n  promoting sub-contracting, 

In the l i g h t  of the above discussion we thinlc a nmber  of questions have 

l?L . .  
t o  be answered. F i r s t  a d  f o r m o s t ,  we need t o  have more sound empirical ba- 4 
sis t o  assess the  extent cf growth of sub-contracting in d i f f e ~ e n t  industr ies  

i n  d i f fe ren t  regions: Second, how i t  i s  ~ r & ~ L i s c d  and t h e  f ac to r s  which have 

pronoted o r  inh ib i ted  i t s  growth. More precisely  t o  what e+cen-t i t  is influ- 

enced by the spec i f ic  nature 61 t he  product 2nd i t s  market conditions; i t s  



c'hazaoterisation as public or pri%te hec%org the devolopnent of infrastru- 
- .  

cture i n  a rogion and Government policies. Thiritlg, how sub-contracting 

learls t o  diffusion of techniczfa skLlls, mnagerid  practdces and entreprene- 

urial talcnts. 

We believethese questions can boet be ar~#wtrr&d -throu& a series of 

case studies of s2ecifi.z f b a  and/or' speciSic ragions wkich specialist i n  

certain inkustric-s. Such studies wovldqncs.essarily havo t o  collect infor- 
from 

mationLthe pmont fims and thein sub-oo~tra0tors as  well as the worlcefs i n  

the small units who probably form the bsckboao of t h i s  inst i tut ional  arran- 

genent of production. in a situation where wb-oontracting has nore than 
us0fa;L 

one l a~ re r  OX stages it would be very L ' 

t o  'nap out' the subicon- 

txnoting relationship through a l l  i t s  stages, Thus this manner one e m  
btlFuu,,*io 

trace the actual producer and the usex or market* agency and the l o &  k 
of th i s  a r r q m e n t .  



K?)ber of sub-contractors f o r  Public sec tor  

Units. 1 377-79 

S1. 
No. 

Name of PSU Exclusively hall Scale 
Anc i l l cy  
Units 

1 . Bhazat Heavy ELectr icds ,  Ltd. , Eardwex 

2. Eharat Heavy R e c t r i c a l s  Ltd., Jhami 

3. Bhasat Heavy R e c t r i c a l s  Ltd., Trichy 

4. Bharat Heavy R e c t r i c a l s  Ltd., Hydcrabad 

5. Bharat Heavy R e c t r i c a l s  Ltd., Bhopjl 

6. Bharat Dynanics 

7. Ehrat Heavy P la t e s  & Vessels Ltd., Vizeg 

8. Bharat Aluminium Korba 

9. Bhzrat Earth Mo~rers Ltci., Mangdore 
EM DiM. 

Coach D i v n  

10. Bharat Coking Coal Ltd. 

11 . Bharat Electronics Ltd., Bengalore 

12. Bhaxat Punp & Compressors Ltd., Naini 

13. Bs iWa Steel  Ltd., 

14. Electronics Corpn. of ' h d i a  Ltd., Hyderab~d 

15. E b r t i l i s e r  Corpn of InU Ltd., Gorakhpur 

16. F e r t i l i z e r  Corpn. of India Ltd., Nargal 

17. F e r t i l i z e r  Corpn of India Ltd., Sindri  

18. F e r t i l i z e r  Corpn, of lXia Ltd., Dhrgapur 

19 .  F e r t i l i z e r  Corpn. of Lrdia Ltd., Trmbay 

20. F e r t i l i z e r  Corpn- of India Ltd., &a- 

21. F e r t i l i z e r  Corpn, of Intiia Lta., Ramagundaa 

22. Goa Shipyard LtE. 

23. 11MT, Pinjore 

24. HQIl', B m o r e  

25. IIMT, Kdamassery 

26. HMT, &car 
27. Hindastan Aerorautics Ltd., Koraput 

16 

NIL 

7 
1 

2 

100 

38 

175 

40 

NIL 

IJIL 

48 

6 



Z h d u s t G  Aeronautics Ltd., b r i g d o r e  

' ~ i n d i s t a n  Aeronautics Ltd, , Hjrdesrabad 

Hindustan Aeronautics Etd., fqasik 

Rindustan Steel  .'Lt&., DurgapW 

Eiindustan Steel  Ltd., Rourkela 

Hindustw- Steeil Ltd., B a n i  

Ee;~.vy -ineering Corpn., Rjncl~i  

Hinclustan Antibiotics Ltd. 

Bindu::tm Gables Ltd., Hydexaaad 

IIind~zstaii Shipyzrd .Ltd., Tizag 

Hindustan Teleprinters Ltd. 

h a t m e n - t a t i a n  Ltd., Kota 

1nstnm.an-tat'ion Ltd., Pal&ia't 

I Bmgdore 

IT1 Naini 

IDPL, Rishikesn 

I D L ,  Wderabad 

Indian Petro Chenicd.' Corpn . Lta., Baoda 

46. Manganese &e 

47. Mazagun h c k  

48. ' Mining & Allied M;lohimx$ Cvspn. 

9 N a t i o d  Instruments 

50. Nepa Paper M i l l s  

51. Madrzs Refineries 

52. Praga Tools 

53. Scooters India Ltd. 

54. l'riveni S b c t u r a l s  Ltd. 

55. Garden Reach Workshop 

13 

ITIL 

43 
33 

24 

NIL 

N I L  

Sourceo Dcvelcrpment Comissioner, S n d l  Scale Industries (1978). 



Cetnils of 8ub-contractciz~~ bj selected o r iva t e  

sector units 

"I' Nane of the  f i m  ~ r b d u c t  
No. 

170. of Value of 
nmufa- @lib- couponents 
d tu red  c o n t r ~ u r c h a s e d  Types of goods purchased As,bistmce offered Renarks 

- 5 

dtors  fron sub- 
contractors ' 

---------.-- ---- --- -- --------- -- 
(1 (2) (3)  (4) (5) - - .  - I-I----YII~-~-~--. 4 ----I-- --I--- - - - - - - -  ( 7 )  --- 

, ', 
' -- 

I .  Bet l iboi  E L L ~ ~  Co,Ltd. X2chine - 50 - necessary t o o l i n g ~ ,  
tools  j i g s  & f i x h x e s  pro- - 

vided 
2. B1: --. Sta r  Ltd. z i r  condi- 

t ioning equi- 50 - Plas t ic  ~ulfirlt/d and vaccm famed r s t i c l e s ,  technical  and finan- - 
pnent p essed co~apox\ents, moulding work, electro- c i a1  a s s i s t m c e  \ .  , , . .  

p1,t1ng9 ,,zlvw1smg etc. 

3. C d i n  Pvt.Ltd. 15 - - tachniczl m d  finan- 
c i a l  assistance - - e - of e l ec t r i ca l  . ... 4. Gaprihens hdia L t d .  .. . 

of heavy nachina- h a w i n g  a re  supplied 
ry  m d  T,,brication, special  c-sting of f o r  fabr icat ion of 0- 
nonferrci~s ne t a l s  and nachining conposents and spare t i ,  

parts. i i 
, . 

techniczl <and finan- ,'v. - f a b r i c ~ i i o n ~  n~~ch in ing )  ~~mufactLLPe of - ' rJ 
rubber &ld p l a s t i c  components c i a1  assistance - - va~lufaciuxe of par t s  - 
serviced 

5. Gabriel India Ltd. Shock ib- 
sorbers 40 

6 .  Hercules Hoists Ltd. - 40 

7. Herdellia checicr~l  V, C~~t-~;iczls - 
Ltd. 

- Pacliin< cases a i d  p r f s s  pa r t s  Supply of r3~7 nzte r i -  
n l s ,  &wz.-.'-.teed off- - 
take, teclmi.cc1. know- 
how 



,c -.. .----.-.-------.--.-a,..----------- - -  . ._-._--- 
(1 1 ( 2 )  (3 1 ( 3  (5) ( 6  1 ( 7 )  (8) ----.-----.----------------------- 

- l l - - - - - - l _ _ - - - - - - - s _ ~ p l l - - - ~ - ~ - - - - - ~  - 
3. I n t e r ~ n t i o n z l  Compter Corn:~uters 300 - Ihchining jobs, p l a s t i c  , l~ylon 210- Supply of too13 j igs  

Indian 1yIarw.facture Ltd. peripherel:: ~ f id infs ,  mac l~an ice l /~~ lec t r i ca l  & f ixhmes ,  i n s p c t i o n  
assemblies . . equipaent, teckuical  

a s s i s t ame  o f  supplier.; 
rsersonriel ---. 

10. 1Grlcsk;lr Brothers Ltd. Bxi.1~ering 
goods 165 200 

12. MICO Ltd. 

15. l k ~ t i o ~ m l  Electr ical  
Im:lustries Ltd. 

aigineerirq; 
g o d s  

1 >500 'but  
with 600 

of then dea,- 
li!us on a 
r e p l a r  ba- 
sis 

s p ~ k  plugs 260 360 
?.nd fue l  ir j e- 
ct ion pumps ?ad 
o kher ::.u.uto an- 
c i l l xc i e s  

14. Ph.flips India Ltd. Industri,?,l znd 5661 1100 
ctinsmer e l t c t -  
ronics 

Corezdcing, cas t i~?g , fe t t l in ;<~pa-  Project  reports,  gaida~ice 
t e n  J :  ~?:iclliiiiil~, acsenbi.7 ,: : - abou-t seclxcing loans,  
~:?c!iing bbc ~ . I P I ' L ~ ~ ~ ; ,  key mncking, . ,  , A; se1ectic.n of naol~i- 
p l z s t i c  artiol~s,fahricatiol~,nc- nary, train-,F of workers, 
chine reconcltioning naintenz.nce of records 

... 

maohiniug, fabr icat ion,  sheet net& 
press worlc, :orgir~g, c~.stri.rig, noul- 
d.ing, p p c r  ;:-lsto?m, t i  el?- 
c t r i c l l  rind :ectroriic i-tens, sub- 
asssublie:?, assemblies, heat t rea t -  
ment , electroplat ing 

turried pacts,  mctnl pressings, pla- Conpreheqsive t e c l ~ ~ ~ i c a l  
s ~ t i c  co~lpollents, co~sumable tools ,  a s s i s tmce ,  t ra in ing  of 
pockiq: nn tec ia l ,  f i g s  an&. f ixtu- personnel, s ~ p p l y  of r 2 w  
r s s ,  com,?oncnts f u r  special  purpose n.,terials, tools ,  ,yxtges 
machines. eto. 

c h i  f a b r i c ~ ~ t i c n ,  rabber pro- - 
ducts, rioulding ombon bm:sh - teckfl-1ioc~1 exp?rtise, ma- 

nager~ent s k i l l s  =I$ gtii- 
d?i~ce 

the  f k . - h a s  
estaL1ished a 
cosperativo of 
slnlll entrepre- 
neurs 2nd. ;sot the  
25 acres of liind. 

Tt is i .<'he policy 
of the coupany no 
book nore thcn 35 
percent of the  %n 
c i l ln r j .  wit. 

tlle m c i l l . m i e s  2. 

are  cr2;viocil tcr  
seek ::tle.nt one 
thiri? of t he  busi  
ness from other 
industries.  

TIioy enploy about 
200 workers 
The no. of worker 
supplied by the  
n.nci.llmies i s  a s  
r:iarw a s  wor;iing 
>~it:iiil Phl l ips  
p l m t s ,  'Phe ,mci  
l l a r i e s  a r e  f r e e  
t o  purchase 0u.t- 
put for other  fir 
3s 2dso. 



55 
iii 

15. bX.5mlf Ltd. Hand drilling ma- ZC - IkiLzchinfng, renir prceesshg,plae. Supply of r a w  im- * 
chines ting, p a t i r i g ,  Sie, casting, slieet t e r i a l s ,  advance 

metal md fabr ica t ion  payment f c r  dwe- 
lopment or̂  fib- 
and f ix tures ,  2nd 
technical ass is t -  
ance 

16. : d a !  Aztomcbile pa r t s  7 .  - P r e s s u r e d i e ~ c s t i ~ ~ r l i c k r l  snf 
Put 3~13?~?&is chrome pl;-.ting sspri%s and ma.clzi- - 

nirg of co-~ponents * 

17. Sck':adcr Scli3iri.- ty re  t ~ b e  v d v e  50 - Compollents 
l l d m c m  Ltd. 

10, Ste~1a~yi.e Iadustriec. S tee l  f m i t u r e  32 - - 
Ltd. 

te;hnical ~m3. f inm- '7 out ol' 50 
cia2 ass is tance u n i t s  rxe 

excl-ac~ve an- 
c i l l a r ina ,  

Source: Borbzy Chanber of Comerce and Industry (1979). 
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