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CITROEN IN LATIN AMERICA

I, INTRODUCTION

. Two subsidiaries of Citroén France in Latin America are currently
producing popular vehicles of the French 2/3 CV type:s b
. Citroén argentina in Argentina
Citroén Chilean in Chile

g This case study is a simple description of how Citroén established
1tself in these two countries and the results obtained,
The following main guidelines were laid down in 1959 for the installa=-
tion of plantst

To produce & popular car at least equal in quality to that produced in
France, at a ninimum coste

To ensure the degree of national integration imposed by existing
regulations,
To select investments strictly with a view to eliminating all un—

necessary expenses in obtaining the requisite quality and price under satie~-
factory working conditions,

To turn domestic industries to the best poseibls account by helping
thea to develop. ‘

For the two countries to co~operate with each other, despite all
dfficulties, in line with the “economic agreements linking them within the
framework of ALALC,

To adapt the French vehicle to local conditions of use and merket
requirements, |

~ In 1959, while envisaging the prospacts for latin America, we considered
that industries should be so planned as to meet existing requirements, and
that it was more profitable to establish & plant which would be fully utilised
_than to keep in operation a large-scale plant that would use only a small
proportion of its capacity.

i

)/ Official French rating
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11, CITROEN AKGENTINA
1. Eackeround

In 1959 the Executive ntcb].iabod the bases for a motor-vehicls
industry in Argentina, ‘

By virtue of Decres N® 12 267 of 30 September 1959, Citrodh was
autiorised to establish an industry in Argentina, which thus became Citrodh
Argentina S.A,

Successive decrees mthoriud the "Mcation“ 2/ of tnrdgn upd.td,
which up to 31 Jecember 1969 totalled 9.2 million dollars.

The counterpart shares allotted to companies which hlvo "ruucatod"
such capital amount to a value of 5 million dollars,

The amuthorised oapital of Citrodh Argentina is 3 000 million old pesos,

In July 1970 the radication of capital plua domestic contributions
" amounted tos

Subseribed capital 1 500 milldon cld pesos
Paid up capital 1 454 million 01d pesos
mwboerul'lzzwwnmmmodinl%?.mdtmmoot
thl great enterprise and high level of toohnoloc of the Argentine firm
Plaff-Bromberg, of Jeppemer, a start was made on the assenbly of vehicles
with izported components in a workshop owned Yy the above firm, which became
& pilot workshop for Citro#h Argentina,

In 1960, motor=vehicles were produced in a larger ulot. uorkahop
vhioch Pfaff-Bromberg made availabe to Citrodh argentima. Domestic components
were incorporated in these vehicles, and Pfaff-Bronberg soon mrtod nant-
meum; parts in its om wrkshops

In September 1960, Citrodh Argentina began to produce mt.or-vdu.cla
in its own plant in Bueros Aires, vhm it atill opcntu today.

& %ntributiom of means of production not subject to custems duties or
oash payments; in exchange, the contributing company or compard ee
received shares in the Argentine firm, These ‘Wems, of wu, are
not available in Argentina, ———

/e radses
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The premises fermerly ocenpied by the pilot workshop in Jeppener is now
produciny metal parts, while Pfaif-Bromberg is continuing to develop its
product.ion Sor Citrofrn Argentina

At presert, more than 350 nachine=tools, which form part of the Citroth
tpadication" of capital, are mroducing about 200 parts and/or compoients in
the Pfaft-Bromders workshops.

This fipm endeavours to utilive its equipment at full capacily by manwe
facturing ror o*'er motor-vehicle plants (Fiat, Peugeot ).

Tha faet that croduction started in a pilot workshop pending the
establiciument of the Titroén argentina Plant enabled us to mmke progress in
improvinug the quai‘..ity of domestic parts and in local integration.

2+ Yehicles mroduced

() Moduig
© Pobruary 1560 ML 5xoon 20V with a 12 HP SiE englne
Febraary 1960 AZU Van (2 CV) with a 1z HP SAE engine
April 1964 Same models (2 CV) with 2 14 HF LAL engine
Uctaber 1903 . Same models (2 CV) with an 18 +P 528 cngine
Octoner 1965 AZAM HSaloon (2 OV) with an 1% ©F ik engine
Septemher 1969 Sa.m awdels {2 CV) vith an 18 P CAB engine
Septamber 1569 AX Saicon (3 V) with a 32 I'® SaD engine
Mareh 1970 AK Van (3 CV) with a 32 HP oa% engine
September 1970 Proposed produce
tion of AMF
Break (3 CV) with a 35 EP SAE sngine

/(b) Prices of
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by Pricez wof veh:.cles produced to date
Argentina - )

Prico excluding Sales Price ex- Sales

toxas 8/l | price b/ cluding taxes price
Yodel Pasou  Luilers Pesos Dollars Francs Dollars Francs Dollars
AZAM (20V) 5 08 14 8 60 2160 ° 4 101 793 6 3 1225
M (3CV) 5030 1487,50 9650 2412 4767 859 7283 1312
2K (3CV) 5 20 1300 917 2292,50 4917 886 7082 1276

4

Y

(c)

In Frarce: "gross price excluding taxes" ("oxport agent" sales price),
In Arpentin. the drawhack, the refund of internal taxes and the sales
tax are all dequcted, In certain cases, if exports are considered as
supplsementing procuction, the Argentine price can be reduced by deducting
overheads, amortization, etes

Sales price to the public in the country of ordgin,

Broducticn fror 1960 to 1979
See tabla in o

by O Apire B
....Li t;mwwrdc

Citro¥n plant in Byeros Alreg

The mo st iuportant mechamndcal parts produced by this plant includes
Motor baze

Cylinder~hends

Suspension am

Flywheel

Coupling lever

Centrifugal clutch gear wheel

As far as the body is concerned, its work includess

Body ausambly
Floor assembly

/Qoor assembly




(b)

(o)

Deor assdamply
Trum
Ceneral assambly of veldcles

dJeprnenes Dtk

The rost ioortant mechanical parts produced by this i)lant. includes

Front cross member

Rear ¢ross member
Gear-bor. casing
Differentiai casing R
Engine cylinder

Braking cylirders

Master cylinder

Starter crown wheal
Valve levers

Int ake and exhaust, pd.pu

. Rear grar-box cover

Contrel lever

Forks

King pirs

Front hubs

Retr hubs

Broke drams ’

Steering shaflt

Steeri g coiwmn

Front and rear seats

Vericus parts of suspension housing

Other piants

The main sub-contractors are responsitle for the following!

Bevel gcaring
Tyres
Stanpings

/Cluteh




Clutch (complste unit)

Tectrical instrurents

sorews, bolts

Foel ~ump

Starter

Alnernstor ‘

Dymamo - .
flegulator

Battery

Le Caracity ig produce differsnt medels
The present production capacity of the Buenos Aires plant is 6 vehicles
per hour, With two working shifts totalling seventeen hours a day, ite
curpth 18 25 GO0 vehicles in a year of 250 workdng days. |
It can produce either a single model or several of the range of models
currently lLeing manufactureds ‘

5 Description of plauts .

A brief description of the Citrodn Argentina plants and the main
=« hecontractors is given telow,

(a) Citroén arcentina plapt in Busnog Alres -

Citro%n Argentina S.A. started operating in the pilot workshop in
Joppener, in the provinca of Bucnos Adires, on the premises of the firm
Pfaff-Hromberg, . .

Towards the middle of 1960 an industrial establishment was purchased
in the city of Buernos Aires (Zopita 3220), :

This piant consists of three main btuildings of the following dimensionss

Buildings Land area Built area
South 35 000 . 32 000
North 35 000 : . 28 000
Bast 8 000 8 000

e

/The plant

--
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The plant is completely equipped with up-to—date facilities for mapuiac-
turing, °nd for controlling its own production end the receptien of parts
from suppiierss. The following description 13 given of some of its most
dmportant features.

Septh builuipg. The marufacture of brdies, painting and assembly

are all concentrited in this building. Body welding takes up an area of over
7 000 mz. There are facilities for phosphatic treatment ana painting by come
plete immersicn; consisting of six 30 0CO litre tarks and a dryirg over
operating at 120°C, The painting is done ty immersion in ancther tark of tha
same capacity, followed by drying in an oven at 130°C.

The painting facilities comprise:

‘ An araa for rubbing down and preparing the metal suriace;

A paintespraying room with resulated tesperaturs and humidity}
A 40 metre tunnel-type oven at 130°C.

Tw automtic assembly-lines are uced, one 62 metres and the other
120 metres.

The vehicle is then completed and checked on a third 65 motre finishing
1ine.

This %:ilding also has space for checkirg, recepticr ~f muterials,
storerocns, etcCe

North buildinge The following metal parts are produced in this
building: motor base, cylinder-heads, clutch, s13pLnsion, &LC. A special
feature of these production lines is' that each machine 13 emipped vith very
precise celf-controiling devices 80 that the operative himseif can control
each operations ‘
Assembly of mechanical comporients: engine, gear=tox, suspension,
steering, etce;
Engine test beds;
Horse power rating test roca ( Fronde brake);
Vorksiop for machine=tool maintenance and the mamfacture of tool
ocutfits and appliances;

/The latoratory,
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The latoratory, dining-room and kitchens are in a separate building;

The admirdstration oifices are in a 1 250 m2 tw=storey building,

East bu:ldinz, “he following services operate in this bulldings

Srare parts derartment;

Repairs and after-sales department;

Sales departmente .

The Buenos Aires plant obtains high-tension electric power from the
public system, High tension power is also distributed indg!o the plant,
providing energy to six transformsr substations,

(v)  Efaff<lrondere plant in Jepogner
Areat .
land (industrial sector and area used for liﬁ.n‘ quarters) 206 113 52
Arec of indusirial s=ctor L7 583 n?
Built area of industrial sector . 17 000 nz

On the available iand thero are not only industrial buildings but also
67 houses und 5 flats f{or workers'! famildes, and dbuildings with bedrooms
for bachelor staff nembers, Other bulldings include a canteen, a medical
consuliing room, and dormitcrigs for bachelor staff members.

Ten houses havs been ilt for the staff and eix others are in course
of construction on 8 (0O mz of land ovned by the company in the town of
Coronel Erandsen, 14 ikiliometres away,

The tuilt areda in the industrial sector comprises a3 number of tuildings
used for:

Security, galvanizirg, power plant, tool room, forging, manufacture of
seats, stores, manufacture of mechanical parts, heat treatment, carpentry,
adnini stration and laboratory, general management, caretaker's room and
cloakrooms,

6. Invastasnt ‘
The total investment from 1960 to 1969 consisted ofs
- Dollars
Inported facilities " 7 987 800
Domestic facilities 11 802 700
Iotal 22,790 500

The domestic investment caloulated for acoounting purposes in Argentine
pesos were converted into dollars at the average rate for each year,
JVEHICLLS FROWUCED
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11T, CITROEN CHILEMA

1. Hlsterx

Ia 1958, Mr, vos& Llorerts foundea the Importadora J. Lisrente campany,
consisting meinly of a motor-vehicle assambly plant, in the free sone of
irica. The generous temporary tax exemptions available in this free zone
vers designed to attract mtor-vehicle assenbly plants and alectronic
industries. The plant produced about & hundred plastic-bodied passenger
carse '

In 1959, plans “ere made to assemble a cub-chassls Cltroén XV delivery
van (AZU), transformed into a two=door, four-sestar vehicle serving as a
pick=up van {open bucket trunk), The manufacturing plan, containing technical
and financial references aid a nationalisation programme, wvas finally adopted,

In 1960, financial difficulties with regard to the implementation of
the plan resulted in most of the shaces in Importadora J. Llorente being
tarnrad over to two new associates under whox the company made great commercial
strides between 1961 and 1964, enbarking upon new techniques which cnabled it
to cater to the requiremerts of an avid clientele and a hungry market, '

In 1962, Decrce N° 835 (30 June 1962) was issued establishing & programme
of local integration (national content), set at 50 per cent of the f.0.be
value in the country of origin and based on integration and assembly
coefficients to be determined arnmually, _

In 1964, faced with ths growing difficulty of mooting the minimu:
national contem. requirements, the assocliates transferred thedr mjority
ghare in the fiim and their mamufacturing authorization to Citroén Chilena,

From then on, the firm began & new lease of life under Citroén France in
which the technical assistance afforded betwsen 1961 and 1964 now became
technical and commercial management. Further study was made of the possibi-
lity of meeting national content requirements by means of compensated exchanges
vhich were then permitted under the existing bilateral agreement between
Chile and Argentina, : S

Towards the end of 1964, Citrodn Chilena sent its first exchange parts
to Citroén Argentina for control and acoeptance.

/Pron 1965
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From 196° ~nwards, the existence of Citreén Chilena was ti-¢ up with
that of Citroén Argentina.

Locause Of thoe distance sepurating the gencral hcadquanters wn
Santiag: d» Coile fron the plant in Arica, a Technical Office vz uvet up in
Arica to hardie industrial management s0 a8 €0 ensurc bettor oi.l...trations

In 1968, special studies revealed that, in order to seti=“y roal and
potential incroasing national content recuirements, minimom gualli; standards,
growing Jeuand und the increasingly important multinational exchaunge agree=
ments, it wouid be necessary to plan & major industrial expansios. This
eventually materialized in April 1970, The extension of the :irica plant wes
to be use: for producing stamped and forged parts and certain nacharacal wdtse

Ir 1970, wock started on the industrial extension whacn, rainicg from
the present rapioly developing ecoromic situation, should very juickiy become
both nrelitabt.ie and efficient,

2o Ve 3 o
() lJpdels ' |
In 1559 AZL saloon (20V) with 12 HP Siii engine
In 1964 AZL saloon (2CcV) with 1, HP SAE engine
In 1965 AZL saloon (2CV) with 18 CV o8 cugine
AZU delivery van(2CV) vith 18 CV S./1. enpine
In 1969 AZL seloon (20V) with 12 OV 20 engine
AZAY saloon (2CV) wiih 18 CV DAL ongpine
AZU delivery van (2CV) with 18 CV 5.5 engine
In 1970 AZAM salocn (2CV) with 18 HP SiE engine
AX saloon {3CV) with 32 HP SAS engine

AK delivery van (3CV) with 32 HP SAT -ngine
AZU delivery van (3CV) with 18 HP SiP°engine

/(b) Prices




() Prices of current vehicles
CHILE - FRANGE
Price excluding Sales price b/ Price excluding Salos price
taxes a/ . . taxes _

Model Escudos Dollars Escudoc Dollars Escudos Dolisrs Escudos Dollare

AZAM (20V) 20 334 2399 42731 349 A AOL 793 6743 125
pZU  (20V) 27 522 2 250 40 250 3292 4 573 82l -

a/  Price at vhich vehicles can be exported,
b/  Sales price to the public, '

(c) Production from 1959 to 1970

Model 1059 1060 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970

AL 5461020 1187 21921 936 1 533 1 347 720 1 620 1 980 45

AZAM . 2025 90 -
X | o 1675
AZU | | 3 630 315 8551 260 &5
K - | 525
Total 54610201187219219% 153313501350 1935 2835 3 330 4 133
Cumula-

Ldve

/3. luma




3, Iteng papufectured by the Citrofn Chillena plank

Acica plant
Bodys _
Roof hood 8ide bonnet panel
Boot _ Floor
Boot door Accelerator pedal
Rear part of the body Accelerator pin
Body side wiring
Bornet ‘ Headlamp bracket
Seate Petrol tank
Front and rear mudguerds

Plus gensral assexbly of the venhicle.

he : ous rodels

At present, the Arics plant has & potential production capacity of
3 wehicles per hour which, with two teams working 17 hours per dey for 250

working days per year, wuld mean & possitle arnual production of 12 0
vehicles, '

Although relatively 1ittle investment would be required to attain thde
' produstion level, the chances of doing 0 are restricred by the low industriel
potential of local supplierse '

These production figires are valid cither for a sincle model or for!
several models within the renge currently being menufacturecs

5. Descrimtdon of the plank
(a) Zne Axics Rlanb
The Arica plani 1s 1ocated on & piece of land with a surface area of:
34 000 ‘2 .

/The total
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™he total built-on swrface area 1is
2

19 500 n
Installed capacity is 3 500 kva,
; Origirai building:
This building is used for tho following epoﬂtiom:
~ wolding, painting and assembly of vehiclas
- manufacture of cables |
-~ annexs storerooms, compressed air and Mﬁl‘hl mﬂ
centre, and administrative oﬁ‘icu
The total cnvered arca is 6 660 n .
(2) New building
This is at a very advanced stage of construction and IM
partly serviceable, It will be usod for the following operationss
~ stamping Lody cections
« forging
«~ machining and assenbling mecharical parte
= equipment, maintunance '
-~ control, mt.rology, hboratorin
The total covercd area is 11 340 nz.
(3) Services ard administration buildings
-~ cloakrooms, toiletes, dining room
~ adniriciration: management, acoounts, phming methode, ete.
The total covered area is 750 nz.
()  Ihe Santieso supoly centre (SanNicolas)
n\o total covered area of this centre, locsted in Stm&ap, is
1 020 : » It containas
- Surplies department
-~ Reception department
« Suprliers! accounts department
= Storervom and despatch department,

/6. lnvasizents
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6. Jnvestamia

Up to 1969, w.mnw.mmulmooomnm.

The cwrrent industrial expansion progreamme represents an investment
of about 4 000 000 dollars whish, by 1971, Wd1l bring the total invested wp
to 5 200 000 dollarse

IV, LATIN AMGRIVAN INTEGRATION

A. Cospenmalion = ComplepeMATitY

I wes in 1963 that, in view of produstion possibilities in Cndle,
Oitrolin decided that, from the point of view of & mamuficturer, it wae
mwmmmommzmmbommunmmm
integretion peroantage required by the Chilean Govermment.

mmmzmmtwm-rpduumdm
wmuumethtmeAhmnm.h
. export goods equal in valus to those oountries.

In 196k, with the agresment of the Ciilean and Argentine Government s,
Oitrolin begen compensstion operations. As was done by M, Beckel at
'Wm.mmﬂnumuwwmzmw
thie form of co-operetion,

Bach vehiele consiste ofs
-;mmumswmw
-tmpmanMMstWmotm

countries at & rate sufficient to satisfy domestioc
requireaemts
-a,mmo:mummmmmw
both countries st & cosbined rete sufficient to permit the
' wmamoru-ummm
'« & proportion of latin American parts entirely
from the sther countsy. .
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fhern proqertiane, considercd in terms of theirp equlvalent French value,
can te oxhreneet as @ percentage of the ex-Irance price of the completa

5. '3/
'V'!'ihl’)l.& e

Bs £itro®h Argertina

s Argepting dntesration

The evolution of “he js2«l integration percentage of Citrodn Argentina

betwean 1960 ard 1965 i3 as tollowss

Model 1960 1961 11962 1963 194 1965
AZL 37.6 43.2 57.2 72.5 88,3 92.6
Al | 7.5 43.2 520 71.9 87,9 92,6

in 1970, expressed as a percentage of the total wholesale price,
excluding taxes, of the coumplete vehicle » local integration was as followas

Model

reme

AZL/AB3 Al/128 AZLM/1128
Parts imperted from Hurope 6,58 7.96 7.43
Novmexported argentine purts 68,44 38.75 4011
letin American Argentine parts 21,55 50,49 . 48,61
Chilean parts 343 3.0 3.15
Total 100,00 100.00 100,00
A & _pares 89,99 89,0, 88.72

3/ Tnis corresponds to the Export Agent price and is not subject to

French taxes and duties, i,e. the wholesale price exclusive of all
taxes, .

/2. Itema
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26 j;c._qwgacgged on_a_compensation basis

The items ranufactured by Citro&n Argentina to satisf ihe vegvirements
of hoth Argentina and Chile are as followst

(o) Iomfashured items (b) Aasembled jting
Floor unit Front avle wat
Side panels Rear axle unii
Door frames Suspensicn heusing unil
Doors otor wud gear-boil wiat
Apron wndt Set of podals

Sugpension arms
Flywheel
Coupling level

3. Jpvesiment

As a result of ite compensation arrangements with Chile. (3 troén
Argentina has cuat down OF postponed its investment mrogranrme, In the case
of the AMF station wagon alone, investment vias cut by sbeut 500 million
Argentine pesos (75¢ 000 dollars), not inciuding & voughly sirilar roduction
in investment by the local supplierse.

Le Preduction coshs

In certain cases the increased orders necessary 1o sall :fy the combined
requirements of Argentina end Chile under the compensation arvangemeut have
enatled the Argentine suppliers to reduce their sales price to Cilroén
Argentina,

/Certain specific



certadn specific -ases of price reductions are given below:

rary 1 Lescrizuion Price for Argentina Price for Chile  Reduction
(new pesos) (new pesos) (percentzge)
L Tel0/iXa Conire tracicg 1.83 1.62 1.5
A Tel-lenfl22a Lorntre bracing 1.56 134 14410
VaZ 852-2 Bonnet !77.C.) 2,00 19,50 - - Tels
M 7,8 Pront mudouard 1,00 0 10,00
4 381-2 itre socket 2,28 0.6, ' 71492
A 392 Spring 1,77 1,33 ' 2,85
LS5 Jerew 0440 0.28 30,00
H20m12 Zearing Le59 3¢90 ' 15.03
PRETR ) Beexring 8.26 7.02 - 15,01
BFeii Bearing 10,63 9¢35 12,04
47 565004 Winascreen viper 4he37 , 36.48 ' 17.78
AZ Thia508 Demicer 8,00 5434 33,25
AL £75=1b Regulator 17445 13409 2.98
s/n° Clutch and ’ '
ciutch riate
undt 51.92 - 244,00 - 53.77

V 41604 Wheel 14.00 10,80 22435
A 34-01 Pv?’,%.rg pneel 7%.20 . ."35,00 - 54,06
4 gearing

Production custs nave also been reduced as a rasult of addihg the
parts required ty Clilro&n Chilena to the items marufactured by Citroéh
Argentina. Parts of mecnanical units produced by Argentira for both
countries have .r fact cut costs by about 6 per cent,

From 1967 and 1970, the complementarity arrangement between Argentina

end Chile made it possible partly to offset the higher price of supplies
by increasing the decmand for them, ’
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Cs Citroén uvnilona

1, ghilean interration

C Letwaen 1950 cre 1969, strictly Cidlean nataicral inteprition, expressed
as a percentage of tre total wholezale price, excluding taics. 2f the complete
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Parts imported :irum Turope 217
Non~exported Chilean parts 35%
Iatin Anericar Thilesa parts 6%
Chilean parts 28

Total 1CE
Total Chilean parks L%
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The follcwing x.es ware manulactured by Citrodn Ghilena to satiafy
the requirements of notn .. .l w.d Arzertinal

eoriactor - olastdce parts
€243 Loniet pansls, floor, she:t metal parts
Heediawd brackets

Electris vicing
Petro’ tlans
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J¢ & result of its corpensation arrangement wdth Argentina, Citrcln
Chilena has cut dowr. or Josipoued its investuent prograrinés

It can be «stimated thet, to a2ttain a productic: rate of 30 vehiclos
~ psr day, or 7 000 per yeer, itk 2 naulopal content of 75 ver cent and
under existing economic ~oniiiions in Chile, some $ million dollars would
have had to be Lnvested to satiefy Chile's requiranents alone, quite apart
from those of Argentinie









