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Has Inter-firm Relations contributed to the Industrial Growth in India?
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The Indian market is rather peculiar in a sense that newly entered foreign firms
faces tough competition with local incumbent firms. Possible factors would be; local incumbent firms bene
fit from efficient procurement of parts and components supBIiers, and they extend practices to parts and c
omponents suppliers to enhance their growth. To confirm above, we first analysed the procurement layers a
nd volumes between local firms and parts and components suppliers. Then we analysed if the extent of such
division of labor through procurement have an impact on productivity growth. From both econometric analysi
s and firm interviews we found that extent of division of labor does not have significant impact on produc
tivity growth.
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