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PRELIMINARY NOTES

The number of developing countrics sttumpting to orgenize the locil manufecture of
motor vehicles on & pertial c. complete Lesis is still on the inerecsc. This is net
a chance phenomenon, nor does it stem merely from a desire to create local demond for
automobiles or to achieve an adequate vchicle populction in the courtry, it 1s ot eod
alsc on the need to Creste new locel jobs, in other words, by sctt ing up an automotive
industry, to encoursge thc more rapid devclopment of meny oihe: industrinl cranchus
involved in automobile production - onc might even say of thc entire industry of a
country. |

The fact remeins that in only a very few developing counmtrics has s workeble
solution to this problem veen found, the cxpectatipne with which thc assembly and
partial production of cars were uadeﬁ&kesﬁﬂerializa% end the cutomctive industry hed
the expected effect on other industries (i.c. emcouraged their more rapid and
comprehensive dovelopment).

™is situatioa is also understendable since hitherto thore have been few real
eﬁn of co-operation botween companies from countries with o developed swiomotive

ndustry sxd in@ from the devoloping countries.

Only in the last ten yosrs have the cfforts of scme countries yielded seme resul
Thess are cases where joint cfforts hove made it poseible to develop means of
tmiﬁiac experience, primarily through the estsblis}ﬂent of industrial wii&bam

pents between the parties concerned.

Ia most euez, uggr @tm’bﬂaa nenof eturers werc merely ixﬂsemated in

{ been armm i Msamu m, an scooust will firet be atven of the experiense
of cowoperation betwoen Zavodi Crvena Zastova ot Kragujevoc snd Pist (Turin), since
this hes developed through all phascs, from the transmission uf cxperience uv to the
netional production of autamobiles in Yugoslavis.




THE AUTOMOTIVE INDUSTRY IN YUGOSLAVIA TODAY

Before th. war, Yugoslivia was an unicvelopecd agriculturcl country with fow

motor vechicles.

In 1938, for approximetoly 16 million inhubitonts in Yugoslavie there weret

Motor cycles 7,661
Possenger cers 13,561
Buses 042
Trucks 4,286

During the upheavals of the war (1541-1945), most of the rolling stock was
destroyed, particularly passengur cars whioh in 1947 mumbered only 6,634 and remained
&t more or less the same figure until 19%51.

During subsequent yu.rs, the mumbor of registered passenger oars imcreased, at
first slowly and then ot en ever increusing ratc 88 oan be seen frem the following tablet

253;3&4
355,875
439,892
560,535
720,874
373. 554

O .
aama e

, x/ Data from thc Statistics Institute of the Socizlist
qutévia. ist Federal Republic of
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'2)y there will Lo 1 million pes

with ¢ Vpthl&/lﬂh?ultuﬂi retio of approzimetoly G to 1.

The production of passcnger cars in Yugoslavie be

decade developed in the following way:

gen 1n 1959 zna during the

sunge 1 ocors

Table 2

Productien of pesrenger

cors ln Ynt

!fff;,ié m&uéﬁ s éagmes ef

i ‘i% §/

760

990
3,088
2,93%
4,43
14,5999
13,125
20,923

¢ nnings of this young industry and the various diffic
] ﬁ*& &%e& it hes had to cope, tﬁé results obtained ore encouraging and cen be viewed
" § &8 a fim basis for future éavaia;uaﬁ. :

o 1%5‘ When Ve B anounced by the Yugoslev suthorities, the
, 1iherahsatian which oponed up the wey

ion bﬁﬁa&n 3&&3 mﬁem&wa saé fez&;_;: ,

3 ﬁﬁa wiéaﬁ by the &&%&ﬁi@; Institute of the Socialist Pederal Repa%iés of
: Yugat &via.
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Apert from ihe mgeombly of vehicles, the import oif compl.te vihiclus also increcsecd.

Pable 3§ lists ell ontorpriscs whiech hove earricd out vihicle assembly in Yugoslovic
and olso shows their develcpment during the peried in quostiorn. The ceteblishment of
co meny assombly plints ond thoe cxplosior of imports, which wwrprised cven the
Government , has led to o considerchle outflow of forcign «change ond *+his in turn hes
necessitatc the cdoption of A series of mucouxzs Jdesigned to regulste vehicle cesembly

ond industricl collchorstion arrongemsnts cnd to limit the import of ussembled wchicles.

At present $herc is onu vehicle menufecturer in Yugoslaviz, Zavodi Crvenc. Zastave
ot Krogujevec, and four other plamts vhich assamble pusscnger cors ond produce & foirly
large number of certoin sutamobile parts both for domustic use and for export as =
mecans of offsctting imports in port.

The factorics which cerry out assembly crot »
Unis (Sercjeve)t assembly of Volkswegen 1200 mﬁ 100 and N8U Prins lﬁ& and
1200 cors; ' - : DA

Tomos (Kopur)which apart from menufacturing motorized bicyeles assombles
Citroen 2 CV=AZL, 3 CV DianaeAmi core cnd cers in groups D ond G8;

Industrijo motornih voeil ( Iﬁ#) {Eﬁ% Eezﬂb@) iﬂiiﬁh asawi}}.w tfw Austin ﬁiﬁi i%,
130 Saloon and 1500 Maxi, cnd ~

Litostroj, (Ljubljana)s assambly of Renmult 4, 6, 12 TL, 16 cto.

More detailed information on the production of the entorprises listed above is

‘ mga eﬂwmiaes have aymiseﬁ vohicle aas@hiy by hapartigg cars in completely

y imt ihe %&aﬁf&r to !ﬁgﬂi&%& ef

, no he :,nre of s?eaiﬁa ports. Thess lines are
aﬁt‘ﬁh}eﬂ in thc Tomos werkahagta ﬂ&era tho parts and sssemblios required by Tomos ond

Citroen ore muss produced. Tamoe and Citroem have fomed o company colled Simos whioh
ig basiocally concerned with the marketing rnd aftcer-sales servicing of Citroon tars
in Yugoslavic.
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Thc Unis company hos also succcuded in orgonizing the mess production of ~ ameld
number of parts for NSU and Volkew~gun cors. These prrtes 2re used for counterpart
deliverics ~nd partially t¢ cvin out holences of poyment .

The IMV and Litostro; cnterpriscs in 8lovenic which cre ot present in the initial
phasc of organizing thc assambly cnd meawfocture of avtomobile paats, nre’ obliged
instced to oxplorc other poesibilitics in their production progremmes in crderto
obtein at least somc of the foreign cxchrnge required to purchese knocked down
vehiclos from thcir foreign partners.

All the entorprises roferred to above cre cndeavouring bLoth to organizc spocific
production lines in their own plents ond to involve cortoin specialized industrics in
the manufacturc of sutamebile parts. These nre eptorprises which heve developed by
working for Zevodi Crvenn Zostove o8 sntollite industrics.

~ In the pest, the special conditions perteining on tho merket have -;f;— ok
am iﬁws ta essamble pessonger oors; ggg,gt m@v@x heve w@ ta s

| rouing vhoir iﬁ%‘%i&'tiv%s. ;
Teable 4 showa the mumber of cnch meke of ocars registcred in Yugoslavi |
reference yoars. FPFrom this teble the mmber ad percentage of Zast: M ;
ulso be comparod with t!mae of all other makus of care Official figures tﬁfli?l :
are not ye'i svaiiahle. s '

Teble 4 shows that it was merket Mtiam !&:iﬁh firvet oncournged mx&ﬁ&m
eanambly cars, sincu the producticn cop Lity of Zovodi Crvenc Zostave was 1 ;
@e the inoreased damand. This situstion lod Zevedi Crvemn Zastewn: fa**
action to inorease its preéueﬁ% on; ‘53 to which further referonce will be m
Eeigr. . ‘ '

‘&8 & yesult of the mhassam namrés token mzag 1971 and 1572, %;as
of complete vchiclos, which reased nmﬁmzy during the period 196549’&;
began to drop until by 1971 it wes 29 por comt lower than in 1970 and continued ’69 .
decrense, showing in tho first third of 1972 n reduction of 68 per cent in mﬂ.ﬁﬁa

with tho seme poriod in 1971.
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Toble 9
L ‘i hanthenaty */
" Year Import of complete vehicles -/ 3
b -
1949 Approximately 13,000
1964 " 20,000
" 52,000

W 53,000

wo T 57,000
"o 61,000
L o 43,000

o72 (ist thimd), 3,100

 The severity of tho regtrictive messures token in 1972 con be 3&&5&& by the
het in the first throc monthe of 1971 the number of passenger cers importod wos

radc balap erchby enter fﬁ;';;,ﬁa% t&eﬁa%l%s have to ??é?ié% *Ee foreign cwrrency |
""a pay for t&ﬁir : imports thra@ mij at deliveries. |

“e/ Based on dato supplied by the Statistics Institutc of the SPRY.

)
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by data concerning the nunber of passenger cars on

in Tabl: le

These trends are aleo confirmed i

the Yugoslav market during the lact tiiree years, given
Table €

]

Distribution of vehicles on the market,

*

grouped according to origin.

For every hundred vehicles int roduced on the market

there wereg

Wk Tonal production ~
Zavodi Crvena Zastave

Pa;‘ipe

:s'n
‘%2 (Ist ﬁsisa) )

5,000 = aea,u&a mﬁs per ya&:} wag acoomp meil
indust rtes, meh in additien to supplying Javodi Srvens %&ﬁﬁa were a;se ;aelm in
4he industriel collaberstion arrangements which Zevedi Crvena Zastave establiched with
irs foreign pmtners (Fiat, Poland end USSR). The output of some of these enterprises
was sufficient beth to cover local needs and to meet the rcquiremente of the foreign

' z 300,000 - 400,000 parts and assemblies per year. aﬁﬁ in some cApes

: Mﬁaﬁg ant
nﬁﬁ of them supply the eﬂtire aut onotive indus%ry of the country (meiamela, bruck and
" 4pactor plants).

*
Since the Economic Reform and a degrec of market liberalization have mpened

Yugoslav industries to face competition, the question of production costs when applying
the principle of the int ernational division of labour has been one of the most pressing

problems {aoing the weddlerr indurtrye The copmicisn of ths onnmeit:r of Zrvodi Crvene
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Zastava and the development of its co-operation with the foreign partners, together witn
the development of other motor vehicle industrise in Yugoslavir~ have made it eogior ferp
the ancillary industry as weil to apply modern tcchnology and working methode and to try
i to keep costs down, on the basis of principle of the intermstiongl division of labour,

in order to enzble the national automotiv: industry to become competitive on the national
§narket and at the international level.

7 The Yugoslav Government Las promulgeted o series of measures for the purpose of
{ regulating relations with foreign partners insofar as the import and the assembly of cars
fand industrial co-operstion are concerned,

; The most important laws and regulstions concemming the passenger ocar industry in

i Tugeslavia ares

= Law oconcerning the exchange of goods and services with loreim ﬁﬁuﬁtfifm; o
» Law concerning the administration of foreign currency
- Law regulsting M&t ’aasimaa ma fﬁﬁiﬂs acw%ﬁas;

= Qustens oode} | : o ,
tern eollabopiion {n prod

- Regulstion concerning long X a‘»izsgg' 2
- Regulstion concerning long-torm technical and commercial « pa&iaa; '

- peoree conoceming registration contraets, the concession of industri 0P
rights to foreign countries and contrasts on technicel and business co-of
with foreign fimms;

- Regulation conceming the designation of goods subject t6 export and impord
restrictions;

= Law on price mstg&h , s :
~ Law concerning the import of goods and servi

'l‘ha pre-mdi%iun for éavs}.aging %he pﬁﬁﬁi,,ﬂ of passenger osrs 1e tﬁ% ;saaﬁ % .
achieve a balanoce between mr&; and impaﬁ;a = in other words, parte and aasﬁbii«a #ﬁa
be ;:apoﬂed only up %o the value of the reserves of foreign exchange eamed by mﬁs,

g Jond specificallys

| (a) By the import of parts and assemblies within the framework of industrial
2 Bcolleboration arrangements established vith foreign firms. Manufacturers may use
he foreign excnange reserves obteined in this way in their totality, in a 181 ratio, to

¥poy for the import of producer grods, parts and assemblies for their ewn needs,
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(b) By exporting notionally produced goods in other fomms (complete vehicles and
separate parts), In this casc, manufacturers way use only the retention quota ef forei
exchange reserves (for Zavedi Crven. Zastav:. thie quota is about 0 per cent)

The nationsl supply of raw melerials and producer goods is rogulated by the gener:
foreign exchange quota system (GDK), This system, which to some extent is designed tc
regulate imports, was intreduced (uring the period of cconomic refom in 196% as an
sdjunct to the former system for the administration of the country's foreign exchange

rogerved,

In recert years, the DK quota ellocated to cnterprices has been detepuined on th

- basis of the export-import ratio of the emterprises in question or of economic group ®
: §rme§ nokiet «

§a 19‘31, Zavodi Crvens Zastave received under the GPK system $1.60 for each dollm

Tpe j, on the mﬁmwg th&t the sum in question would be md wlsix fm- the

‘i% is anticipsted that giotas will be reduced in %ﬁe noay ftﬁ%re and thet the GIK
aystem will eventusnlly be abolished, since grecter liberalisstion of the foreign excha

ptem is expected,

3’3 per cent
B a:e ﬁal ﬁbilabﬁrg%iag
| 36%&1#5 15 per cent

; An explanstion will be given below of the meaning of the tem tiwﬁ&
tion" in Yugoslaviae

In view of the special economic situation whioh developed in Yugoslavia after 19
the Government had to comtrol the price of ocars, in order to prevent the development
prices based not on actual costs with a reasonable profit margin but on market oondi-

tions. This would have lced to excessive car prices.
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Market rclotions in generel orc governcd by putlic vlaning and priec loveli,

Ioma.l import (consignment)

When ocors arc imported for sele to custoners rgeinst nnyment in convirtilble currency

; cmne (counterpart supplies of parts) must totnl 45 per cort of the veluc of imports.
|

§5rlo of nationalll Lroduced cors to ocustomers in the country with peyment
|
E

PP A
in foreign ourronoy

This type of transaction has been cncourcged in recent years by giving conterprisces
funrestrictcd acoess to 100 per cent of the foreign ourrency initially and subecquent ly
50 per cent. In addition, such sales hwe been cxemptcd “rom trade tox (12 per cent),
§#hich in frot means that the customor benefits from o 10 pur cont reduction in the
"Me.ﬁ price,

Todoy, the situstion has changed; manufacturcs moy use 20 per oant of the foreim
§exchange ccrmed by the sele of care in the country, vhich is more or less cquivnleont to

! Since soveral éesamhiy plants lind boon cetablished and roproseated as iﬁﬁéﬁ%;‘izﬁ
foollsboresion vonturos, the Govommont deemed it sdvischlo to olarify concopts and define
fexactly what industrinl collalorstion wes wvhile ot the some time stinuleting cucl oo
pcr&tieag since in o rclatively small country like Yugoslovia, it is extromely important
¥or the applicotion or the prinoiples of the Economic Reform, i.c. the incorporation of
Fugoslav industry in the system of the intemstioncl division ol labour,

The definition of long-tem iﬁéﬁﬁi:‘i&l collchoration is as followe:

“le  long-tem industrial collaborstion is considered to by any collaborstion for
- p km purposcs vhieh &lsa includes reciprocnl supplics of parts, S&iﬁ-
susomblics, sssemblics and semi--finished products to be used in the manu-
{ooture of finishcd products belunging to o tcchnologicel group of the sae
;;mdaaﬂve\’sec%sr, if such co--operation is undertcoken in gecordancce with o

contract concluded betucen a Yugoslav cntoerprisc and legal persone or entitics
in the {orcign country for e minimun poriod of validity ol threc yenrs.

A tochnolcgical group os stoted obove inciudes the production of preducts
intended for specific, well-dciined uscs, which crc nuufnctured on tho same

cr gimiler cauipment,
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2e Tndustrinl collaboration also includes co-cperation between Yugoslov producers§
and foreign legal persons or entities in the menufacture and reciprocal supply
of oomponents intended to be fitted in industrial promises and instellations,

power plants etc., and in security, telecommunic ation and transport systems.

3, Lastly, long-term industrial co-operation means co-operation with foreign
legnl persons or emtitiecs in production and reciprocel supply in which the ;
Yugoslav ent«rprise pays for the parts, assemblies and semi-finished products
imported in accordance with a long-temm co-operaticn contract by exporting :
finished producte belonging to the same tecchnological group of o productive
sector as the parts, sub-assemblies, assemblies and semi-finished products

in question,
44 The collaboration in preéa;etian and the reciprocal supplies referred %o in
~paragraphs 1, 2 and ) of this decree may tcke place if the products covere
3y mwgmms are proccssed to approximately the

%@;ﬁe ro! ";;‘gﬁ&e&l

O 40 hoe industrial collsboration in the nutomotive sector with foreign:
o [ ers, mﬂ in p&x%im%ar 4o develop the national manufascturg of automobiles, cerdein
1 conditions must bBe created in advence in tne industry of the oountry in advance,

It is espenticl that the capacity and the range of goods produced by the iron and
#tcel and non-ferrous metaellurgy industries should be sufficient to assure the supply
of the raw mﬁeﬁa&.a required, that foundries and forges should be capable of supplying

inished produots and that the electriocal industry should be able to provids eleo~ |
Arical oquipment (cablos end genoreting sets), that the motalvorking industry should be |
equipped to produce a broad range of bolts and nuts, rollers, etos and thet the ahmied
industey, and the synthetic fibre and plastios seotors in partioular, should be sble |
40 moet the needs of the automotive industry.

At presemt, Yugoslavia imports oleened metal sheetr for car bodies because the
yolling mills in the country are not yet equipped to manufacture them.

The other industries arc in a2 pesition to supply the automotive indust ry, except
for some cases where ranges are not complete or capacities are inadequate.
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It is anticipatcd thet within the next three or four years sheet mctal for oo
bodics will be produced at the Smedereve and Skopje rolling mills and thct the inpert
r{ cleaned plates, which are at present menufacturcd by the NikRié rolling mill, but in
insufficient quantitics, will be discontinuzd once the reconstruction of the mill is
completed,
Nevertheless, there ies at present one scoctor undergoing reconstruction which is not
yet in a position to supply goods for the automotive industry in cither the ranges or
he quantities requireds This is the sector which manufactures tyres and rubber products,

" When ranges and output are insuffioient, the goods in question are imported, on the
derstanding that efforts will be made within the framework of industrial collnboration

rrangements to export parts, sub-agsemblies and assomblies for which sufficient row
moterials are available and to import those for which primary products are in rether

relly speeking, there is a certuin imbalance between the development of the
‘a‘ta}wm m& Wﬁﬂag mmms ia ¥ug9$1a¥ia ami that of ﬂw primary pm@aﬁsing,

This was the Piret attompt to orgonise co-operetion in the sutomotive sector b@e&
concepts of cowoperstion which aceurctely reflected both the situmtion and the cepabie
Pities of Zavedd Crvena Zastava ot the time and the emﬂy of N&Bﬂa\f industry izx e

|, a2 well sx the market petes&ia;;

During cighteen yoars of co-operstion B&M Zavodi Crvenn Zastave ond Fiat, t%e
forme of this co-operation have changsd oonsiderably, e have the industrial conditions

| pertaining in the country in genorsl, the sbsorptive cspaoity of the merket ond lastly

' s » result of the oxperience gained by the two partners), the very concepte on vhich

P his co-operation is bosed,

Bearing in mind the purpose of the meeting for which this paper has been prepared,
@ felt it would be most appropri-~te to deal with thc various phuscs of co-operation

L chronological order, starting vwith the acquisition of tho licence, continuing with

P he development of industrial co-operatina, and capital porticipation to the conclusion
pl' partncrship arrangements cnd the development of integretion processes.

3[_/' Secc Appendix - Annexes 1, 2, 2 anc 4e



Tho contrect of 12 August 1554 concerns the ncquisition of the licenee and technic:
co-operation between Zovodi Crvena Zostave and Tiet. It is o typicel contract for the

gramting of a licence and the provision of “he nccessary techricel assistence.

The person vho acquires the licence is entitled to use documentation for production;
he does not have the right to tronsier it but he may hend it over to his om B0 H-
comtractors in the country,

The owner of the licence is bound to transmit to the licenece any modifications
or technical improvements made to the vehiclc for vwhich the licence has been granted.

Tho owner of the licence wndertakes not to sell his vehicles on the licensee's i
merket or to gramt another licence, while the ‘licensec undcrtakes not to oxport vehielaaé
to markets where assembly plants or shops belonging to the licensor are leceted or where
compenics arc menufacturing the same vehiclos under liccnce, |

 Under this cuntract y the application of the licewce followed tho systam of import-
ing parts in OKD form and in vorious stendard varicties (I = V1), to be gradually

oed in the lioensce's faﬁt&ﬁw by parie produced by losal i@ﬂiﬁﬂ ﬁ‘ w the
1iemeef*s sub-cont ractors.,

- The probloms of balancing foreign exchange accounts and counterpart deliveries
ware not taken into account in the firet eontract, the applicotion of 'which Degan with
the nssembly of vohiclos in more than modost quentitiess The only objective was %o meet
the needs of the merket, to consolidate the position of the enterprise and to accumulate
o certain emourt of loosl curroncy for subs:quemt invostmont, | |

At the seme time, studies were undertaken on hov to divide the progre  between
, ﬁm W plant and ite gub=contractors and which production range to aﬁa&@a to ’Hse
automobile plant, the eem&‘tmetiaﬁ oi which wee scheduled to begin at this ﬁne. :

J‘:k wes by %o moons AN CoEY t‘*ﬁk to csteblish the production eap&eiﬁﬁ &f '&ha new
plant or to reach o compromisc betweon the divergent views of Zavodi Crvone Zastave and
the Govermment of the timc on the possibilities of finding o market for cors and even
on the opportunitics for the devclopment of an automotive induetry in Yugoslewvia.

Agrcoment was Tinally rcached on the construction of a plemt with an ennual output
of 30,000 units, lcaving opon the possibility of futurc cxpansion.

In the meantime (1956), the original production programme, which consisted of:
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1. 1.5 tonne truck, model 61), petrel rnd Aicscl-power-d-
2¢ 1,400 passenger cor, peirol ol dicsclenovered-
3o ‘“Ceampagnola" jcep, pctrcl and diescl-powered:

5¢ 25 R and 25 € whcel and catcrpi?lar troctor vith petros engine;  dicsel and
petroleum—povered,

. was supplemented by the Fiat 600 and Fiat 1,100 passcnger cors which were more suited to
4 the requiremcnts of the Yugoslav market and were aleo mere modern in dcsign.

It should be noted that the troctors reforred to in (5) above wore never produced
4 Ly 2avodi Crvena Zastava.

¥hen the production programme for the ncw awtomobile plant wae finally decided upon,
the passenger cer with o 600 ce engine was seclocted, leter modified to 750 oc, as well
e8 the oar with a 1,300 oc cngine, with the poseibility of installing o 1,50C co engine,

The plant was plenned for on annual production copecity of 32 00C unite with ‘the
possibility of imasing output up %o 6? tmi-ﬁsﬁ

A During Hay 1959, a ocontract was signed botveon Zavodi ngﬁa Zogtov. and Mot
3 nceming finanoial orodit and the deeign of the new plamt,

Construction work on the plant started on 4 April 17260 and wne completcd on
2 July 1962, It was expected that the Zavodi Crvens Zastove cutowmobile plart would
produce approximately 5% per cent of the value of the enres and the other 4% ner cent
ould be purchased from outside (sub-contracting and import).

z:/ Year of moving into the ncu plant - trial period.




When vicving the period 19054=1%62, it can be seen thot neorlv six yoors vere
reauircd 1o fsllow through the iden of building a ~lant to nrciuce vehicles under
licenoc ond sinsc the range of vehiclec hai buen changed cwlmest completely, in the
ncontime it became necessary te build o plant for the rrescnt pregramne which would have.

bettor prospects,

The cmount of time necded to de’inc the ideas behind the construction of the plant,:
40 cstablish the encillery industry cnd to gouge the significancc of liccnsing in the :
automotive industry where tho product - the automobile - lorcs ite valuc on the narkct
relotively quickly a8 a result of comnctition and technicel and tcchnological progress,
demonstratos wnat o scrious s~nd complex mevter it is for o country to embark on the '
development of its automotive indusiry.

Once the prograumes had heen dufined and the plans drawn up, the construction
proper of the plant was completed within two ycars without raising any pertioular
problrme,

Yhe technionl design of the plant wos carried out by the Methodology Office of i
Fiat with the co-operction of enginecre and tochniecal staff irom Zovdbdi Crvenc Zastava, |
while $he building =nd installstion plone verc drawn up by Yugoslav plenning organiso-
tions.

...~ Phe numerovs diffiocultice encountercd dufing the initial period (1954-1062), when |
vorking proctically fron sercheh, om be evalucted in the light of the fact ¥hot during i
the period 1962-1972, productive oapecity rose from 32,000 to 20C,000 units per your,
almost oomplete national manufacturc of all the vehicles on the production programme
wes aohicved and importent industrial collcboration orrangements were soncluded with
Fiat aﬁ the other forcign partners,

The poriod 1954-1962 was uscivl not only for clarifying e whole fange of technicel]
and seonomic-coneepts anc priwsiples about the Hubcnotive indvstry and co-operation |
bebween th: licensce and the liccnsor, but also for training technical and commercieol
‘statf,

Salee and aftor-sales servicing during this pcriod werc organized on the bosis ol §
the licensor's expericnce and the sales systom which could b¢ applicd et that time in
Yugoslavin: it was concluded that the most approprictc solution would be to establish
so-callad "all rownd" represatatives who would be responsible for the sale of vehioles §

and eparc parts, naintenance and tcehnicnl assistance to customoers,
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Accordingly, specialized sales and servicc crganizations vere «stablished at generel
commercial enterpriscs which sold automobiles and automotrilc perts, as well as general
repair servicec wherc all repairs (trucks, cers ctce) could be dealt with,

‘, Tradition which was incompatiblc with modem vchicle salcs and maintenance proo-
| tices had to be disponsed with and this was by no means casy, sincc for financial
rcasons it was imposesible to construct notional sales amd service stations,

One of the most serious probleme resulting from the aoccquisition of the licence and
production under licence was the question of introducing the modifications and improve-
memts made to vehiocles and then comtinuing to design them after the licensor hed occasced
10 4o s0, *

For this rcason, it was noocssary to ostablish Yugoslav design anﬁ gtudy seﬂi&as
§ vhioh oould comtimue to devolop oar modele,

3 In 1964, & contract wes signed between Zavodi Crvena Zostava and Piat on the

§ evtablistment of the propowed 2% design and study comtro which would be cquipped to

] carry out various tests, approve perts, prepavc technical éaamataﬁaa and ﬁezigs
prototypess |

This was an essential step without which it would never heve boon poseiblo to train
the persormcl needed to ensure product diversificstion ond development and relinble

§ produst quality ocomtrol, | 1
In 1965, following the economic reform and the liberalizstion of trede, sompetition |
§ inorensed, and, as we have elreody soid, assenbly shops begen to be ot up on tho basis
of the existing eitustion in the oar market,

Savodi Crvena Zastave Tealizcd the urgent need to m pmm capacity

Q | develop new kinds of cc~operation with foreien pa?taem so a8 to be able to aw‘ -
B the limits of the Yugoslav market, limite of both size and soonomic capacity. ﬁe
g studics made led to the following oonclusionst

- Cer production capacity should be expanded as quickly as possible so as 4o be
able to'meet 65 to TO per cent of the demand in the ncar future end thus secure
the dominant position in the market. ‘
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- Technicel ond production co-oporation with forcign partners should also be
«xpandcd, with & vi.w to cxchonges of cxperience with regard to plans ond
studies, devclopment -nd methods on o pertnership basis. There should also
be financial co-opuration, in the form o capital participation, in order to
scoure the prcessary resources and to mcke surc that the foreign partner has

an interest in the futurc devolopment of Zovodi Crven: Zaostava.

- Such co-opcretion should be hrsed on collaboration arrangements, either with
Fiet or with other forcign portners linkcd with Fizt by licences or under
t technical co-operstion sgrecment. This would make it possible to take
adventage of the internationsl division of labour, with mose production of
car parts and units boscd on the division of the programme between the
partners, Apart from the actual export of cars, industrial collaboration
arrangements should be a moons of improving the balence of payments, beo.ring
in mind the fact thet tho gocl of the coumiry's currency system hus slweys
been that everyome should camn the foreign ourrency necessary to pay for
their imports by mezns of their own oxports.

« In addition to the regular ;}raéw%it}a progremuc, there should be o pre
for the assembly of cortain kinde of oars so that the market cen be affemd
o wider range of modcle and cach person can choose what suits him best.

On the basie of the above considerctions, Zavodi Crvena Zastova drew up a develop
mert ppogrammc in two phases. In the first phasc, production wns to be increased to
85,000 cars o year, ond, in the second, total preduction was to reach 200,000,

In putting these conclusions into cffect, a considersblc pert wes ployed by the
principles behind the cconomic reform and the regulstions on the perticipation of
foreign capital in Yugoslov enterpriser,.

The firet provisions on the partiaipatien af foreign individuels or fivus in the

oopital of Yugoelav enterpriscs vwerc published in the Official Gozette of Yugoslavia
on 19 July 1667, At that time they represcnted 2 remarkablc innovation.




The basic condition 1lcid down in thcsc provisions is thnt torvign cnpit:l
investment in Yugoslcv cnterpriccs must be regulated by o written controet, the
purpose of which must be to expand production, increas. productivity and cxports
ond introducc ncw tcchnical and tcchnological proccdurcs in Yugoslov enterprises,
together with modern methods of organizing production and noenegement and promoting
rescarch and devclopment. :

Foreign cepitzl is invested on n lecng-tcerm basis, The «nterprisc in which it
is investod operatcs in accordance with Yugoslav 1nv snd rcgulations,

As o genernl rule, foreign copital can be invested in any Yugoslav compony cxcept
banks, insurance companics, inland tir-nsport companies, trading companics and publio
corporetions (apart from scientifio rescarch institutos),

Under the contract, the foreign partnors can invest cepital in Yugoslav componice
either by making = firancial contribution or by supplying machincry, equipment, pﬂﬁmsﬁf
§ liocences, eto. In principle, the foreign sharc must not be morc then 49 por cent of
. the total emount put up ¥y the Yu;aslav me;a;f and 'Em fem&gs peﬂne!* ié@&kkﬁh

| The cepital comributed by the fcraigx ;fj;t,ner is &t the &ia;mu&l of the Yugoslsy
compeny end only the Yugoslav company con use it, ﬁnmie.l and 1egai relations arc

rogulated by the contract betweon the partners,

If the foreign porty wishes to tronafcr its rightc and obligations under the
contract to a foreign individual or company, or to another Yugoslav company, it is
required to offer them firet in writing to thc company in which the capital hos been
invested, which, in its tum, must stete within n speciiied period thet it aécepta
or refuses the offer.

The contract 153'9 &em the rigixtu of the foreim pe.z‘itzer contributing r;apiﬁ&i
to a Yugoslav compeny. It is understood, haafaver, that such a porty cannot he; giv&n
rights which are different from or grea‘ter than those enjoyed by the 'rngaa:iav mmmy;

The comtract may provide thet the pm;teﬁ :hell exorcise their ﬁ@tﬂ on ﬁeﬁeﬁ
of common concern through a joint body (board of directors) whose powers are defined
by mutual agreement,

The procedure for distributing ecarnings is leid down in tho comtrast, The carnings
are distributed on the basis of the annual balance sheet drown up by the workerst
council of the Yugoslav company.




The foreign portner is entitlcd to transfer carnings derived from joint octivities
in accordencce with the currcncy regulations in forcee It is required to poy the texes
%o which it is liablc under the lav on the profits aceruing to it from its share in the
cernings from the joint octivities. Howaever, these taxcs are ccloulated and colleoted
by the Yugoslov company in which the forcign capital is invegt.d. i

The contract on foreign perticipotion in the capital of the Yugoslav compeny is

valid if registcred with the Federal Scercteriat of the Eoonomy. Registration confirme
thet the contract hos been concluded in good and duc form and is legelly sound,

On the basis of the sbove-mentioned provisions, a contract for tochnical &nd pro- j
duction co-opcretion and finaneial porticipation was signed between FPict ond Zavodi “
Crvena Zastava on 23 February 1968,

The aims of the contract weret
To oxpand the production capreity of Zavedi Crvena Zastavej ;
To bring tho organization and management, production, mothods of manufacture sﬁ 1
owtput quality of Bavodi Crvene Znstove up $o modemn standards mnd to achicve 31 |
best poseible oporating results; f
- To diversify the range of output of Zavodi Crvenc zaﬁwa;
Mo develop the Zavodi Crvenc Zestove automobile product,

The comtract lays down the output to be achioved in the first and seccond pheses |
of the pmgrawe for devoloping the capaoity of Zavodi Crvena Zastcova, on tho baais of 3

& marke earried out in nocordance with the most rcoent marketing methoda,

The contract also covérs-the fellowings :
Bmorctisn of the teolnical desigim-provision of tcohnical assistance and Jmowsh
achievement of economic efficiency; S S
" Determinntion of the production progromme and th?ﬁ‘é%-md&efh
An owtline sontroct is drewn up for the delivery of counterpart e e ;ﬁ m,.
%o kecp the ourrency asocount in baiance, Rules of procodure arc also laid down £o '
Excowtive Board, which oonsists of an equel nwmber of representatives of Fiat and
Zovodi Crvena Zastave. :
It oon frankly be ecid thet the contraot for technicnl, menagerial and financial
collaboration betweon Zavodi Crvenc Zastava and Fiat has opened up o new ahe,ptei in suo

rolations, transformming the old licenscr/licensec relstionshir into a partnership ond
storting up o process of industrinl collaboration in the' preper sense of the tem.
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Figtts contribu'tion under this contract was % million and Zavodi Crvena Zastova

provided the rest of the necessary resources from ite own funde, the proceeds of o bond

fissuc and bank lorns,
L

| Thus in 1969-1970 the first phase of the programse for ecxpansion of the capacity of
govodi Crvena Zestava was carried out, raising the annual output to 85,000 units.

Parellcl with the excoution of the first phase, talks comtinucd on the volume of
Production $0 be fixed in the second phase and the new model to be imtroduccd in the Zavodi
rvena Zastava production progromme on the basis of the results of the market study, On

p2 Moy 1969, Mdendum No. 1 to the contract of 23 February 1968 was signed, in whioh the
orties agreed on further co-operstion in their common interest and determined the future
Participation of Pist in Zavodi Crvena Zastava,

The 202 renge fixod for the secont phase
1s oo private car

was as followss

ma,mo units a year
50,000 units a year
SR 25;@6 writs a ycar
u lﬁlﬂ %ﬁ;% units a yoar
%5,0@6 units a year |
: he exe - | pheses, a Toohnical Office of Savedi Crvens
mm was mmim at ?ma. ta aelim!ﬁien with the Piat teohnical depas
m:keé on the techni s&i designs, the plonning and design of the new model md the

evolopment of the oars in the existing progreme. g
The seoond phase was carried owt betwoen 1969 and May 1972, or to be exact, 25 April .
2, when the new motor yorks begsn on 4 April 1970 was put into operation, ,
| In the finmnoing of the second phoso, apart from the swss supplicd by Zavodi Crvena
et ave it-elf, Fiet comtritutod another $12 ailiton,
Other investment came from the Intemetional Bank for Roconstruction and Development
n Weshington snd the Jugoslovenska Investioiona Banka in Bolgrade, which granted loans, 77
fic Yugoslav partners (Generalexport and the Jugoslovemska Invostioiona Banka in Bolgrade)
nd the Intemational Pinance Corporation in Washington, which contribwted a share of the
fepital, —

Zavodi Crvona Zastava e:\\im M.’m 1972 it will be able to producc about

20,000 vehicles, allowing for the fact tm. after gtorting up the new plant, the equip-
jent will noed e period of rumning in, so that it will not be possible to achieve o
Bicher output immcdistely.

Because of tho limited potential of the domestic markct, Zavodi Crvena Zastewn, ce
58 alrcady been said, has made plens and has alreedy taken steps to eetablish colla-
brative arrongemente with other interested onterprisce abroad.




Such cn-operatiin is based on the granting ¢f Jicences ty the partners concerned or

the purchase of vehicles in return for counterpart supplies, parts and units.

On 24 4pril 1960, 7avodi Crvena Zastava ~oncluded an industrial collaboration contracti
with the Polish motor industry and on 27 February 1969 with the Volga motor works (USSR).
On 5 June 1970 it also concluded a similar contract with the Hungarian motor industry.

The collaboration contract with the Polish industry was for the 1300/1500 or 125 P
model. The two oars have many standardised features, such as the engine, the tramsmission !
and the suspension, so that when the mamufacturing process is shared out certain parts can
be produced in longer runt by one partner o> the other.

The contract with VAZ (USSR) related to the 1200 co model, for which Zavedi Crvena
Zastava agreed to produce certein parts designed to fit in with those on the ZCZ programme
srd VAZ delivers in return complete cars, thus widening the range offered Ly Zavodi Crvens §
Zastavs in the Yugoslav market. ‘
The arrengement with the lungsrian csr industry is for the purchase
and ’w&ﬂ for assembly in oars included-in the Zastava production program

'a!' amhtc vehicles by Zavodi Crvena Zastava to meet the needs of the Wiﬂ _a
Lo -

‘Phe contracts mantioned above are concluded for the period up to 1975 and t&t m
part supplies contract with Fiat runs up to 1978, with the possibility of incressing the
range and volume of supplies during the course of the contract. Negotiations are sctually |
talting place on thir aspect at present. \

The total value of the industrial collaboration contracts with the countries memtione
amounts to more than $250 million over the period of the contrects.

The mumbur of parts o be supplied under these industrial collabo

, ation oontracts
raries from a few tems of thousands to 400,000 per year.

To give an idea of these preciprocal rei;tiauiﬁipa, ve nay give the fai

Bxportes to Fiat:

-~ Stamped parts for certain types of vehicles;

~ Blectrical equipment; |

= Shock absorbers for certain types of vehicles:
- Batteries;

- Forged parts;

-~ Seats for certain types of vehicles;

- Bte.
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Exports to the Polish moter industry:
- Complete rear axle and drive;
= Cooling radiator;

- Heating radiator;

- Starter;

- Accessories;

- Pistons and piston rings;

- Be.

Imports from Poland;

= Carturettor;

« Puel pump;

ion, & certatn mber of care in CED forn (125 P), with appropriste oats

- Batteries;
+ = Pioton ring sotion;
- Tool kity

= 100 60 oar (30 8 10 the renge availeble on Ahe Yugos®av was

~ Bellbery
The infustrial collaboration arrangement with Hungary is etill in its initiai wstages,

Zavodi Crvena Zastava exports the Zavodi 750 model to Rungary and imports imitation
eather, window-glass, bulbs, theft-proof locks, radios, etc.

In addition to the arrangements mentioned above, Zavodi Crvenma Zastava has sot up a
orkshop in Colombia to assemble the Zastava 1300 model delivered in CKD form, with a
ertain mumber of omissions.

This scheme is part of a wider trade arrangement.




An analyeis of tne situation described abtove leads to the conclusion that what we hay

hore is in fact the beginnings »f large-scalc industrial collaboration as a process of

proven worth, which also has thc merit of having led Zavodi Crvcna Zastava to introduce
and to achieve 2 volume of production which
By standardizing output
ero beirg achieved by

mass production technology in its workshops
enables it to enter into the international division of labour.
with 7astava parts as far as possible, much higher production runs

the plante mentioned above,

However, it can be said that industrial collaboration with foreign pariners as
1 colla~

described asbove is no more than a preparation for the establishment of industria
boration on a wider scele and that the axperience gnined in carrying out these contracts
should create the mutual confidence necessary for activities of greater scope. This ie
confirmed by the negotiations at present in progress with the partners, in whioch the aim

is to extend the contracts to include exchanges of hsrgar units produced in long runs.

As can be seen from wiaat has been said above, from 1954 until the pressnt day rela~
tions between Zavodi e?vem 7astava and Fiat and other foreign partners have tende | 4n
the direction of leagbtam {ndustrial collaboration and depend on the faot m’k Zavodi
Civena 7astave has aohieved n certain standard as regards capecity and ataff, which will
~also be essential for the future development of co=operation.

As confirmetion we may cite the contract signed between Zavodi Crvena Zastava and
Piat/OM on 18 Maych 1971 for co-operation in the production of iorries with a capanity of
2.5 to 4 torme under a long-term ipdustrial collaboration arrangement.

’Phak titlo of the contract is:
ncontract for lonmg=torm industrial collsboration botween Fiat and Zavodi Crvens
7agtava in producing and supplying each other with parts, unite and sub-units for |
‘4he mamufacture of 1ight industrial vohicles with a capacity of 2.5 0 4 tonnes .
Zavodi Crvens 7sstava produces 58 per cent of the value of the vehiclos ﬁé the
remaining 42 per cent is permanently imported from oM,

zavodi Opvena Zastavo mamfactures 50 per cent of the value of a vehicle for i%s ow
needs and those of OM. In thie way the necessary conditions have been established for ‘,
‘considerable inorease both in the rune produced by OM and by Zavodi Crvena Zastave and
in the amounts procduced as counterpart supplies.




In arranging which parties are to supply what, the production programme has been
divided up on the basis of techno-economic principles determined in the light of the
capacity of one plant and the other, the overriding aim being to keep new investment to
1 minimum. '

In order to give an idea of the way the programme is divided up, we give below some
f details of the complementary supply arrangements.

7avodi Crvena Zastava supplies OM with the following units:

- Complete rear axle (with drive);

- Front axle;

~ Complete chassis; ! N
« Battorien;
- Wheels)

ates, 18 the availability of foreign exchange.

ria) %1113:3:5#&9& arrangenents is therefors to help
yartners in the developing countries.

ver, th ; #trial collaboration. 1t is alse

r to erwsi W of motor mteias produced in the developing oountries,

exports of vehicles are also necessery to ensure complote utilisation of GEpesily
1 production at the planned < i.e. calculated - level.’

Under $he contrects concluded between Zavodi Crveus Zasteve and Fiat the export of
tava cars is regulated in such & way that Zavodi Crvens Zastave are not entitled to
ort cars to countries whore Fiat has plants of its own or workshops for the sssumbly
production under licence of the cars in question, with the exception of the Dastern

Z2avodi Crvena Zastava is entitled to export to other countries, on the understanding
hat in certain cases it must first reach an agreement with Fiat.




In the first years of co-operation Zavodi Crvena Zastava did not do much in the way
of exports, because production capacity was relatively small and domestic demand very higﬂ

As a result, almost all ocutput was piaced or the domestic markot.

There is another factor which affects car exports, namely, the price that can be got
on the foreign market, which is almost always lower than on the domestic market.

The operations of Yugoslav enterprises are based on economic accounting and apart
from the normal regular bomuses such enterprises enjoy no export advantages. This is
another reason why Zavodi Crvena Zastava has mot gone in for exports; because of its
shopt production runs, its cost of production is much higher than that of its foreign
competitors.

Bearing in mind the currency regulations now in force and the growing need for both
a supply of foreign exchange and a merket for the cars produced, which is becoming more
and more essential as a result of the inorease in production at Zavodi Crvens Zastava,
steps must bo taken immediately to establish a position in foreign markets.

There is m i@aﬁsﬁt element which w i;;ﬁssmn decisions on CAT exXpoOrts,
"mig* a quality control survey to ses if the cars are capable of standing up tﬁ con-
petition in the narkets of other countries where cars produced by many other companies
 from all over the world are on sale and in'hse.

~ The ergmimien of car exporte to third countries 4s a serious and Wsibh
%sti:, involving, among other things, considerable investment in facilities., Com=e

with & partner in a developed industrial courtry which has a woll-organiged nlu m
and a wealth of experienco is very useful and oven essential.

BAlthough Zavodi Crvenn Zastava has its own dealers in foreign m@u? it comoperats
with Fiat on car oxports and always consults it in order to arrive at the mmwy
M with regard to certain markets.

%sve&i Crvena Zastava's exports at present account for ;heui 10 gﬁ- oent of its
output, with & marked upward tandency. Neverthcless, it is considered that wxporis
should not exceed 1520 per cent of cutput, at least in the near future, am it is
m.aﬁ?z for the company, at all costs, to maintain its dominant position in the domest
market.~

#/ See sppendix - amnex 5.




CONDITIONS FOR GOOD INDUSTRIAL COLL.BORATION

Tach of the partners has a clear interest in collaboration, since this collabroation
guarantees one party the dcvelopment of industry and thc establishment of an adequate
vehicle population in the country, and the other increases the sale of its products and
expands its market despite the fact that it does not scil its finished products. The
two partners arc able to enter other markets jointly and, by tnking mutual advantagc
g of spacific economic or other conditions which onc of the partners enjoys in certain
| markets, can thus intensify their common oxpansion.

) In order to be able to supply a product of good quality at 2 low price, the

| pargner developing its industry must make substantial investments, i.e. introduce modern
technology, for it is otherwise imposeible to supply a product of good quality if the
mamufacturing cost is to be held strictly to a given level.

The developed country partner provides the technological designs, technical assis-
tance and know-how, it being understood that a lump sum or royaltics must be paid for
B ihe tochnical assistance. It also undertakes to arrange for credits from the appropriate
§ organisations in the developed country in order to mske the investments by the less.
developed country partner less onerous. This is nearly alwaye one of the basic cope
ditions for the conclusion of ¥he relevant contracts.

In the specific case of the co-operation between Piat and Zawodi Crvena Zastava,
many contracts in vadious forms have beon concluded over the years, covering credit and
B equity, payments for individual projects and lump-sum payments, planning by each partmer

individually and joint plamning, with a view to taking advantage of all sort. of posei-
bilities arising not only from the concrete ecomomic gituation, but nlso from the
| potential in terms of production and cadres which Zavodi Crvena Zastave had at ite
disposal at the time of conclusion and implementation of the contracts.

The advantages to the industry of a gouitey which has collecboration relations with
2 devoloped foreign automobile industry reside in the fact that it has linked itself with
an indusiry possessing modern techmology which has an interest in seeing that the same
lovel of technology is introduced in the collaborating industry, not only for reasons of
mamufacturing cont, but also for reagons of product quality.
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The development of thc national automobile industry is useful because it provides
work for the labour force and alsc because it creates possibilities for opening up new

jobs in all the industrial enterprises with which it co-operatass.

However, it is even more important to stress that the study ~nd design departments
in the sutomobile industry co-operate with the corresponding departments in other indus-§
tries, establishing a strong, urited body of cadres which increasingly supplies the
driving force for thc development of indusiry as a whole in the country.

One of the essential questions is the quality of the automobile and, consequently, :
of the parts and assemblics making it up. ‘

There canmot be two qualitios for a single car, e.g. the quality of the car mam-
ured in the parent factory of the owner of the licence, or the provider of co-
ation, and the quality of the car mamifactured in the factory of the anterprise
miring the licence, or the participant in the industrial collaboration arrangement.

 This is undoubtedly ome of the besic questions and on its solution will depend the
diness a! the mamufacturer in the country with s developed industry to enter into |
11a rrangements with the partner in the developing country, for the mam-
facturer will not wish, undor any circumsiances, to risk compromising the quality of its
automobiles and, éma&entls* its prestige in the market in the context of imternationa
‘competition.
None the less, the licenses or the participant in the industrial collaboration

nt in the developing country demands with good pesson that it should have the
_ toohn f’laﬁr and the organization of work planned for it, and that it m& aleo de pro=
vided with know-how and technical assistance so that it can namufacturs rub-asee shlien,
: Mliu and components of good quality and, in the ﬁnal analysis, complete mtaa
~ m&&: of good quality. ‘
| Noturally, both parties must make a very great effort. This is true above all of
the developing country, where an industriasl tradition must be established and working
‘discipline and scrupulous adherence to designs, technological documentation and the
sequence of technological prooccsses enforced. However, this is precisely the speocial
importance of the automobile industry where indusiry is nct adequately developed, for it

plays the role of driving furce, carrying everything along with it - while none the less
demanding serious offorte ~ towards n higher level of industrialization.




The above remarks are valid not only for manufacturors of automobile parts, but also
for producers of raw materials and other materiais which play 2 part in the mamufacture
of the finished product.

The cost of production for the manufacturer in the developing country is the core

§ issue, and always remains the subject of long and animated discussions, on which the final
decision conmcerning the advisability of entering into certain business relationships ofton
depends, because the; raise the question of the success of the partnership relationships.

: Basic factors for the calculation of mamufacluring costs are the scale o1 production,
§ the up~-to~dateness of technological processes, the organization of work and, lastly,
B nanufacturing experience.

The mamufacturer in the doveloping country is lacking to some extent in regard to all

| these factors, and has only one valid argument to bring into play in the ealca}.ﬁtiam;
that is the choap labour factor.

jowever, the cheap labour factor can herdly wm‘m for the other more MT“;?

| factors in the caloulstion of mamufacturing costs unless an attempt is made to solve th
| sroblen so that the developing country partier is im & position to base its production

 the same factors, in other words a more or less adsquate scale of production and mode

§l techmology and organisation of work, eubstituiing cheap labour for any lack of expeﬂm
B This means in practice that it must accept the fact of a higher percentage of rejects

in m&ﬁﬁm at least for a certain length of time.

| Yhis ie precisely the reason why tho deveicped country partner enters into co-

[} oporstion with some hesitation, and it always takes time for him to gain confidencc

B starting with assembly and graduslly reducing the CKD assortments of parts in favo

parts produced i the developing country, until the stage of manufacture of parts fat

§ counterpart supply, in other words for export to the country with the developed &%—
| mobile imdustry, is reached.

The best solution to the prodblem would undoubtedly be the construction of emlﬁsig,
' new specialised workshops for the mamufacture of parts, units and assemblies on economi-

B cally optimum scales using well-designed techrological processes, with further-training

courses arranged for the workers, technicians and engineers at the parest$ factory.



Tt is none the less clear that, despite th fact that there will be no differences
in the sales pricos of export perts, there will always continue to be the disparity :
between the rates of profit achieved by the car manufacturer in the industrialized
country and the manufacturer in the developing country, with the rate of profit of the

latter remaining substantizlly lower for quite some time.

In this comnexior, the important role played by the customs barriers of the
developed and developing countries muist be borne in mind. It ie indispensable - still
for the purpose of accelerating industrial collaboration processes, considering the
latter to be the bost path towards the development of the under-developed countries and
the solution of many related problems - to settle the question of the abolition, or at
least the reduction, of customs duties  in order to promote collaboration relations and
place the manufacturer in tne developing country in a more equitable position.

It must be borne in mind that manufacturers in developing countries will have
difficulty in achieving a labour productivity high emough to offset, in cost calculss
tions, the #m%aaﬁ&nis% customs tariffs of the country to which the parts, units and
_assemblies are being exported.

These are alsc the problems which Zavodi Crvenma Mam. is maunﬂrm in its
relations with foreign partners. Efforts are maturally being made to overcome the abov
mentioned problems as far as possible.

Ve sh;ulei like to draw attention to what we think is 2 constructive effort o solv
this question with the Common Market countries, which have decided to reduce customs
tariffs in cases of industrial collaboration with developing countries by granting over-
ail quotas to be distrituted among certain countries concerned: this is reflected in
the mﬁmﬁal tariffs for specifio industrial ocllaboration operations in given
industrial branches.

It is difficult to say exactly wiat the difference betweenm profit rates is since
this difference varies in pesponse to various factors and the taxes eellécted in each
country.

It appears to us that the question of manufacturing time is relatively easy to
solve, given modern technclogical processes and correct selection of equipment, and whil
we recognize its importance in cost calculation, we find that ir some circumstances tho |
time element is not decisive for mamufncturing cost.



The automobile industry has always been classificd under the serial or mass produc-
tion industries, so continuity of mamufacture and synchronization of supply with manu-

facture are basic ccnditions for regular production.

Punctuality of supply is also the first condition which the developed country
partner lays down in negotiating contracts for counterpart supply.

Stoppages of mamufacturing lines owing to failure of supply in a modern factory
sngaging in mass production cause enormous losscs.

Regular supply, quality of mamifacture and mamufacturing cost are three questions
j of primary importance which munt be solved in order to organize industrial collaboration
tuccessfully. ’

The matter of regular supply is the least difficult %0 solve. This can be done
simply bty omtablishing » permanent stock in the mamfacturer's premises adequate to
ensure production for ten to fifteen days and by choosing the most effective means of
transpartk and aas;*t&iaaxwtyge packaging, box pallets, etc.

In fact, it is uot at all simple for the dwﬁagmg oountry to solve all these
problems, tut once they have boen solved the developing country moves to the inlustrial
ctage, and thie, in the final analysis, is worth its while. | |

Zavodi Crvena Zastava has to a large extent succeeded in overcoming the préblems
described above, but this does not mean that it does not still encu.nter certain diffi-
cultios which ocan be solved only by stremuous efforts snd immediate action.

It is particularly important to ascertain to what extent the developed country
partner is prepared to provide technical assistance, know-how, etc., and what importance
il altaches to its under-developed country partner overcoming all these dxffmultiss sﬂ
rapidly as possible.

RESULTS OF CO-OPERATION

In evaluating the results of the co-operation between Zavodi Crvenn Zastava and Fiat,
it must be borme in mind that this co-operation dates back 18 years, to a time when many
R things which are today common knowledge and universally accepted were not at all evident
‘either to the mamifacturer in the industrialized country or to the partner in the develop-
ing country. Up to that time, there had only been tho ordinary sale of complete vehicles,
with assembly rare and industrial co-cperation in the early stages.



-

Therefore, the nlear - and we would even g so far as to say outstanding - results
of the co-opcration between Zavydi Crvena Zustava and Fiat ot every point reflected the
various stages in the development of relations over a long pericd of co-operation which,
by strengthening the potential of Zavodii Orvena 7agtawa in terms of production and cadres,
led to mutual confidence and, in view of the results, became a model for co-operation

of this type.

It is possible, since many things have now been put in context and had their true
values assigned to them, and principles and methods have bLeen studied anc Aefined, that
it may be aasier to achieve results more quickly if both partners nake the necessary
effort and base thmelvas' on past experience.

partners now stand, we reply tnat this varies from one partner to snother. In some ocases
the ratio is one to one, in other words aaa dollar of import $o one dollar of export, snd
in others it is one dollar of import to fifty cents of export, as a fixed undortaking, 3
~ But there is in all cases a trend towarde cpuilibriunm betwoen imports and mﬂs, =

The question of the balance of sccounts is maptiamng complex, embrecing not
only technical and economic problems, ut also problems of a social mature such s, fw
example, the question of whether the country with which the industrial collaboration
&ea‘kmt is signed importe foreign labour or has labour to export. ‘

We must none the less recognize that, in the osse of Zavodi Crvena Zastava, the ,
problems are on its side because its dynamic development, which is oriented towards the |
expansion of productive capacities in order to meet the demand of the domestic market
and produce for export, sbeorbs its own materiale, production faeilities and cadres and
~ thome of its sub-coniractors to such an oxtcnt that compliance with the prindiple of
 inorease of counterpart supplies is now limitel by the real possibilities of Eavodi
Crvena Zastava, | |

Another positive :mlt of the co-operation betweem Zavodi OCrvena Eastava and Piat
and other foreign partners is the increase in the mumber of persons employed in the Zav :
Crvena Zastava plants, ancillary industries and sales and after-sales service. |

The second phase in the development of capacity will inéreaae the munbor of &2
employees working in automobile production alone t> more than 25,000, while in the
satellite industries and sales and ¢ ivics organizetions the total number of persons
emplioyed will reach 100,000,




The fact that this increase in the mumber of persons employed has taken place in the
short time between 13900 and 1972, during which time the industry virtually developed from
2ssembly and mamfacture with limited domestic content to production in the newly built

workshops, and production for counterpart supply was started, shows just how much has
'Ibeen done to provide jobs for workers.

It must be pointed out that there is constant rebuilding of workshops, expansion
of eapacity and activity in general, involving an increase in the recruitment of personnel.

Providing jobs for workers is of specialesomomic and social importance in the
developing countries since, as & rule, these countries have surpluses of labour because,
at the same time as industry is being developed, agriculture is being modernisged, autoe

Juatically leaving many unemployed who must find other jobs.

The results achieved in the transfer of technology and kmow-how in the context of
, d=operation between Flat and Zavodi Crvens Zastava are obvious and ape reflected in
kc 20% workshops which have been set up, the modern equipment uai.ah has been installed
fand the high level af mechanisation and satomatior.

¢ must be poimted out that the long process of co-operstion between Piat and Zavodi
rvens Zastava has resulted in the orestion of the latter's own potential - nov already
fomsiderable - in specislised cadres who, Yy working together with the corresponding
ﬁ departnents, have becoune capable of solving various tnchm@al, technological and
bther probless.

The 202 dmu were developed and cadres given further training, paxvﬁoulariy
oot : ses and designs and studies, by stages, from that of
16 pr ’iiag by Fiat of the variocus designs for Zavodi Crvena
teve to- tits of tm, pmteigatiea i m# and design, analyses, the selection of
imt to be purchased and, lastly, the suggestion of certain special approaches for

~ The 2 %l*teh%e&i Office at ﬁ.ﬁ in Turin deserves apecial credit for the develops
ilont of the 202 cadres. In this office, Crvens Zastava emgineers and technicians have
Jorked together with Piat enginesrs and technicians, therehy enabling the latter to
gransnit their experience dimtly.
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Lt present, 7avodi Crvena Zastava is develcping its own manpower with ability to
solve many problems arising with respect to technological processes or designs in its
own factorics or those of sub-contractors.

It ie indispensablo that 7CZ should give its own cadres further training because
there is no such thing as intermittent development of technology or the organization
of work; in modern industry there is only o oonstant progression imvolving designing,
improvement, modification or addition to improve the utilisation of equipment or to take
into account progress in technological processes and the modernisation of oqdipnat in
the world., ‘ :

GENERAL CONSIDERATIONS AND CONCLUSIONS

1f we oconsider the world as a whole, we see that there are industrialised coun-
tries with a high productive potential, and also less sconmomically developed oountries
which bave reached various levels of developnent and are ﬁﬁm to ocateh up with the
m advanced ocountries, We also see the under~developed countries whioh, & Mr m o
efforts and with ‘he assistance of the internmational organi Mucting prograsunes
%o eim the economic gap in the world, must mmuuy mmmz for mm ik«
basic conditions enabling them to begin their industrial development .

~ MNeans of transport and telecommunications have made tremendous progress, constsntly
shrinking our globe, s0 that there is no point on our planet which does not day by day
become easier and quicker of access, , *

The various forms of social welfare, work safety and the gonerel
the standard of living are at the basis of a particularly strong growth
tion which, according to statistical forecasts, will be doubled by the bm 94' %hs
next century.

The above observations lead to the conclusion that the highly oped and the
émlagmg countries are on the brink of a new era in the émlw ‘of society.

Conscquently, a search must be undertaken for new mo to solve the prodlems which
we are encountering in all parts of the world.




While the markets of the developed countries have = high absorntien copacity thanks
to their material potential, they are none the less limited because, owing to the
technical eand scientific progress which is reflected in technologies which are becoming
constantly more sophist!csted, the production forces in these countries have very greatly

expanded,

Let us consider for o moment the case of the United States, where nearly every
second inhabitant owns e car. This ic a market which cen be cone!iered completely or
nearly ssturated. The country's production is therefore beginning to be increasingly
directed towards the accelerzted replacement of the existing car populeuticn. At present,
40 per omt of the country's annual production is already intended for replaeemem of
joars which will no lemger be used.

Barope 18 moving in the same direction, although the degree of scturation varies from
Joountry to country. 1In any oase, the ammual incresse in automebile production as a

whole om be mc@«w amount to two or three per cent from now on, as eemn&te
gsi:ermmem, nd even more, iaremmm

] This situation prompts sutomobile mnufscturers in highly {ndustrialized countries

’w sesk new markets for their cars in order to be able to oontinue expanding their

| fpmm, mproving their technological processes and stabilizing or reducing their

: nanufacturing oosts, either to keep the positions which they have achieved or to compete
better in the world sutomobile market,

However, the developing countries ere also sware of the current situction in the
grorld; and know very well that their market provides them with their met valid argunent,
Jso that, if they wish to introduce the sutomobile industry into their cowrtries in onder

| ) pm'te the general dwelémt of industyy as a whole, they must capitalize es much

§e5 pousible on the factor of their market, ™

J It is dmpossidle for the developing countries to follow in the footateps of the
Jdeveloped countries with regard to industrializetion, let alone with regard to the
Jorganisation of the automobile industry,

Nor oan these countiries make up for the period of neariy 90 years of experiemce in
mtomobile manufacture which some developed countries have had, They must therefore
endeavour to enter automobile manufacturing at the level which has now been achieved
by well-known manufacturers by purchasing licences, receiving technical aseictance and
acquiring know~how. The essential point is that the couniry in question should manue-
facture on the scale which is most appropriate to the size of its market and its material
potentiel,
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In view of the fact that, a5 a general rule, the developing countries always have
the problem of evailability of foreign exchange, and this problem is aggravated by the
underteking of automobile menufacturing because the import of cars in the form of CKD
eesortaents which are gradually reduced in favour cf the integration of locally produced
paris is quite expensive, the more so if it is necessary also te import producer goods,

These are the reasonc why eny developing country, essuming thet it has developed its
industry and market, seeks to establish relations based on the principles of industrial
ocollaboration with a partner in an industrialized country.

. There are of course other factors which play a part on one side or the other and
erient aotion toward industrial collaboration, technical assistance, kmow-how, licences,
Joint sales, eto,

We shall mention some of these factors.

%ﬂ% is a shortage of 15&% in the &ml@ﬁ eﬁn*riu m@ is ia, reasingly
booming ¢ oomstraint to future industrial developm
ommstent flow of foreign lsbour into the ountries. The srsival of
amkm md their integrstion into m wmm g!'amﬁ a‘iﬁ rise 40 & number
of social and other prodblems,
- Foreign labour is beooming more und more expensive and is already begitining o lay

~ down conditions which are designed to gain for it trestment on the same f@ﬁﬁc "
- local labour,

&mnl, countries aehia;h are mﬁ,, Yo Amta)

on %ﬁs lpe% faa* %ha mngiam.

Alse, lsbour in the under-
 industrislized comtriess

A countries io cheaper than in the highly

E

~ This fact suffices to make sn sutomobile menmufacturer in an W,, Lalised oo
oonsider it in his interest to shift part of m production to inmadequs!
comtries,

The scientific, teclnicel and technological progress of modem industry has gone
very far, and completely new industrial sectore such es electronios, hydreulics, precision
mechanics, etc,, hsve been opencd up, so thet seme products such as grey iron castings,
malleabl: iron castinge, steel castings amd forgings no longer attract workers, especially

as, on the whole, the numter of persons wishing to do the simplest or the hardest work
is constantly decreasing.




The high profits which we-e once realized in the industries of the develeped counw
tries are to some extent being jeopardized because many social preblems =o far unsettled
have become burming issues., In particular, solutionc are being sought everywhere to the
problems of social security, public educetion st all levels, housing, recreation, etc,,
and this in turm has celled labour productivity in question.

As & result of the gemerslly lower stendard of living, labour in the develoning
countries is appreciebly cheeper end, consequently, by transferring pert of preduction,
it is possible, even with lower labour productivity, to make considerable profits,

It is this fact whioh largély explains the expansion of United States industrial concems
and even of Burcpesn md Japanese concems in the verious countries of the world,

We believe, never the lese, thet in addition to the foregoing the question of
msuring a market for products is the most impertant motive for the industrially advanced
countries to develop industrial collaboretion with the developing countries, particularly
,u, ia t&q WM!M oountries, the precese of absorption of small concems by big
mamufact ﬁmaﬁ complete and whet is now happening is that the large

rarious oountries are miﬁng to form powerful groups, better in &
;miﬁen % mi w&th eﬂk;m' similar groups in other parts of the world,

Our period will be charscterised by concepts adapted to the new requirements.

The 014 appronch of setting up one's own establishment in the foreign market ie
oming mamaiggiy rare, and the tendency is to establish relationships in which
loca) industry holds e dominant position, thereby leading to more equitable relationships
and forms of co-operation which heve the fae:kﬁ?es of an associstion rather than af :
” iy Yy the other,

In this connexi lon, let us now consider the case of Zavodi Crvems Zastave, and m
] m:em;: with Fiat md other foreign pariners.

Zavedl Orvens Zastave now has the cepacity to produce about 200,000 vehicles mnx,
with the sstellite industry more or less developed, modem organization of work, menue
facturing methods of a high level, and a fairly well developed sales and after-sales
network inm the country; o modest beginning has been made in exports,

Zavodi Crvens Zastava must always bear in mind the limitations on ite market
comnected with the sige of the cowntry and the purchesing power of the inhabitantas,



To moke possible moes production and the intreduction of modem technology, Zavodi
Crvena Zastava has developed industrial collaboration arrangements with many other coun~
tries, thus seeking to overcome the problem of the small merket.

The logic of things prevents the concem from resting content with present capacity
levels, and it will continue to develop in order to create the conditions for the adoption
of more advenced technology, competitive production costs and a constantly updated range,
and with this end in view it will pursue its relations with foreign pertners bascd on
the principles of industrizl collaboration, the intermational division of labour and,
where possible, joint venture srrangements,

Fiat) which is among the largest manufacturers in the world and has wellwestablished
links with car manufacturers in several countries in different parts of the globe, is
uwndoubtedly in & situstion which causes it to seek ihe bemefits of relatiem based on
the new principles of co-operation, aimed at oconcolidatin 3 the pesitians of both parties
and oreating oomditions for joint penetration of the m.rkets of third countries which,
in the near Muﬂ, will become importsnt consumers of cars, snd slso producers who will

‘ask to e smzw in sahames of comoperation based on the principlee of industrial
~ collaboration agreements

If we Yook back et the subject discussed at the last UNIDO meeting held at Karlovy
Vary in 1969, mé the discussions which took place there, partiocularly the views expres
by the major world menufacturers, we #ill see that, in a relatively brief period, iém

have changed regarding the p&ths to be followed in the development of the automotive
industry throughout the world,

All the representatives of the large menufacturers who took part in the discussien
srgued et the time thet the automotive imdustry should not be developed in cowntries
which were insurfieienhy advanced end thot such countries should purchase ocomplete cay

- from developed eaantﬁea, or poatibly sssemble cars impeﬂe& CKD.

The concepts which hove teken hold in recent years as the natural result of the
development of economic relations in the world, and in the first place es a comsequence
of the newoomoepts of politicel co-existence between comtries, necessarily imvolving
economic co-existence, have brought 1o 1ight new possidilities consisting above all in
dividing up the menufacturing programme with an eye 10 breader common interests - in fact,
in the multilatersl development of industrial oollaboration and integration in the pursuit
of joint interests, with recognition of the equal righte of each perticipant,




ﬁm are several mdest:

The smell and medium-sized countries and the under—developed and developing countrico
have always been interested in such co-operation. The nositive development evident at
the present time resides in the fact thet the highly developed countries, and, in our
case, the large car manufazcturers, have come to the conclusion that & development of
relationships on these lines is in their interest.,

SUMMARY

Today, unlike a few years ago, there is interest on both gldes in industrial
collaboretion between advanced countyries end developing countries in the automotive
industry, This is the result, on the one hand, of the situation in regard to the
marketing of cars in industrialized countries end, on the other, of the desire of the
developing cowntries to bunafit from the favourable effects which the sutomotive industry

will have on their gemcral industriel development,

Yugoslavia oan be said to have passed through three periods, |

from the Second World War witil 1955, there was no dossstio preduction and
[oaFs was lower than it had been before the Wer. 1

boteriged by the first efforie ot domenstic pr

organisation of the sncillary industries. The third pertod, from 1965 witil the present
day, has been oharacterised by eocor

produotions at the same time, however, there has been an inorease in the nunber of
‘assenbly shops and in imports of complete wehicles,

snomic reforn and the acoelerated development of domestic

Tugoslavie ocan be expected to pass the fig
velicles before the emd of 1972,

 Zevodi Crvena Zasteva, the largest

are ¢f one million registered privete

omestic msnufecturer, started up a plant on

%5 Aprdl 1972 whics w12 meke wome 200,000 vehicles ammueily,

In addition to Zavedy Crven: from Fiat,
% which sssemble vehiclce in larger or smeller quantities,

elys

- TOMOB, Koper, under licence from Citroen;

- UNIS, Sarajevo, under licemce frem Volkswagens

- IMV, Novo Mesto, under licemce from &usting

- LITROSTROJ, L jubl jane, under licence from Remault.
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Zavodi Crvena Zestev: of Kragujevec hae had its most importent results producing

cars under the licemce Ffrom Fiat ncquised by o conirect cencluded in 1954. Zavodi Crvene ¢

Zastave hec not only rucceeded in producing cars cof wholly domestic origin, at a rate of
around 200,00C unite a yszr, but has also .ot up design and stuly departments which, :
in oo-operation with Pizt's techmicel eervices, hos succeeded in developing and producing |}
a vehicle Imown o a Zastava 101, which, =21though dcrived from the Fiat model, hes
cherecteristios of its own ir regard tc the design itself end the technical selutions !

adopted.

, The agreement between Zevodi Crvems Zasteve rnd Fict hes passed through all the \
stages of co-operztion from the contrect for the acquisition of the licence to partner-
hip relationships and perticipation by Fi& in the cepital of Zevodi Crvena Zastava.

A vast wealth of experiemce has been aerived from these eightean years of mpnﬂ%i
Puring this long period of essoolation ani expanding relaticnships, msny probdlems heve
srisen and have been resolved, not only problems erising in the relatiens of the two
ndert nk;iszgs with each other wt also difficulties connocted with the develomment of all
ustries and, in partioular, ths suboentraoct ing iaww of Zavodi Crvens

M the expancion of capncities, labour forces in gemerel and oadres, the condi-
ually been crested for the establishment of reletionships betwoan Zavodi
Mwa and Fiat besed on the industrisl cclloboration mamt, which is
pecoming the main form of co-operation. This is the best woy of surmounting the funda-
:m:a problems fecing the developing count.les, perticularly high prduction costs
miting from relatively srall production series and outddted teclmology.

In general, the difficulties ancountered by the d@#elggai&s countries consist of

Amited cavecity of the merket, en inadequetely developed sstelliie industry, the
yable investment required bty the sutomotive industry, the backwardness of the
ervous metsls industry, iron and steel rroduction and the chemicel industry, eto.

. To overcome these problems, Zevodi Grvena Zastave hae ewtablished collaboration
m only with Piat tut elsoc with the automotive indusiries of Polend and the USSR, mnd
t0 @ lesser extent thot of Hungary.

Reoults mo far eonfirm thot the.prth teken has been a good one, since the limiting
factors mentioned are reduced es a rosult of industrial collaboration, whether through
+he dividing up of the production programme, the expansion of markets, the reduction of
invostment costs, better synchronization of suppliece or ether factors,




The problems once considered difficult to solve in industrizl collaboration arrangc-
lonts such as thoec of transport, packeging, ctc., ere overcome todoy by the usce of
speoial reilwey wagons, conteiners and the like; as a result, the manifold advantages
of industrial collerboration have becomc cvident and, we think, cre zlready ganerally
‘aclmowledged and accopted,

The situation of the merlets of the developed countries, seeing that there are
comtrics where there is & car for every four to five or aven cvery two inhatitants,
is putting these countries in a situntion where they must mariufacture vehicles in order
itc replace existing stocke rather then for new customers. Consequently, the question of
the future expansion or evan of the maintenance of production is closely tied to the
luewt for new eutlets, |

»

The large number of new countries formed after the Second World War, pertioculerly
those libereted from colonialism, as well as the general increasc in meterial ocepacity
fin & large nusber of countries of the Near, Middle and Faor East, Lotin Amcrica and

plaewhore, and the intense growth of population, make industrielization and the improves
pent of living levels essential.

Being fully conscious of the oomtribution made by the cer industry durin, e poriod
bf Ax4ustrislisation of the oowntries now regarded os mam, many countries wﬁ.&,
through the assembly of vohicles mmd, in the firet place, throug!
tdon with the cer industries of the advenced countries, not sm;alr to introduce
fcar m«mﬁip in the country but abeve 2ll to promote, with the aid of the Wiﬁ
ustry, the industrislisation of the country and fuller employment.

Theso two tenduncies represent a roal force which, through the expansion of
#iol colleboretion in the sutomotive industry during the coming yesrs, will help
fo bring more effective solutions to the prodlems on both sides, with the result that ¥
ndustricl collsboration errangements sre viewed with incressing favour on both sidos s
the most suitsble forn of co~operstion. gy

The ocomoperetion which has taken place between Zavedi Crvene Zastava mnd Fiat may
serve a8 sn exsmple of an industrial collaboretion srrengement, whilc slse providing
cxperimnce in regayrd to other types of co~operation, from liommsing and essembly to
participation in capital and partnership. ’

All that hes token plsce and the results that have bean obtained in the relationships
between two undertakings provide s solid foundation for expended co-operation based on
fthe principles established, accompenied by a continual search for the moet appropriete
iforms,
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RIGISTRATION OF VEHICLES TN YUGOSLAVIAw*

Annex ?

-

Year Cars Induatrial vehicles
1962 19,419 5,123
1963 20,585 8,042
1964 30,572 10,185
1965 47,490 13,639
1966 58,595 14,148
1967 104,838 18,595
1968 90,423 8,194
1969 130,975 8,939
1970 169,553 16,047

16? 818

g %o date from the Buresu of Car Manufacturers.

19,11
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Annex 4

LIST OF THE MOST IMPCRTANT ENTERPRISES OF THE ANCTLLARY
IWDUSTRY TO THE YUGOSLAV MOTOR VEHICLES IND'JSTRY#

Pompany - Address Makers of

27 MART-Industrija Novi Sad Aluminium pistons for Otto and

motornih delova i Diesel engines, piston rings,

odlivaka cylinders, universal joints,
steel and iron castings

’;&BIP Pabrika auto- Bele)

Belgrade
Svetosarevo

. Acscording to data from the Buresu of Car Manufacturers.

wkiela

for ge%aa' #ﬁielﬂ, ti!bﬁ&

m, sﬁﬁw m wm

Colours and varnishes

Eleotric equipment, lemps and
electric cables for motor vehicles




Annex /4
(cont'd)

Address

Makers of

. Kragu jevac
Surdulica
Kragu jevao

Ventilation and other ducts
Electric wind screen wipers

Galle's (sprocket) chains and
roller bearings

divy, oil and fuel filbers and

Safety glass for motor vehicles
Electroisolation material, gase

”,

Batteries

Clutch disc and clutch lamellas




- -
Annex 4
(cont'd)
Company ALddress Maker of
SAVA Kranj Tubes and tyres, vee-belts,
crankcase gaskets, rubber bumpers
and other rubber parts
Subotica Electric and micro motors
Bjelovar S8ilent blocs,
Yova Gradigka Tools
Pirot Hormal and tubeless {yvos
forent rubber parts
vehicles
Kosoveka dotor vehicle accumulators
thﬁ%ﬁ mmm‘m
steel castinge

Rolled stesl bowe, foapst #eanl

Sieak Cold drewn or volled semm or
scamlcss tubes, cold drawn pro-
filed steel tubes of differes
sections

Store prt Celiu Spring steels, special prefiles,
stesl and nodular castinge
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Annex 5

QUEBTIONS DEALT WITH IN THE CONTRACT CONCERNING LICENSING
AND TECHNICAL CO-OPERATION BETWEEN ZAVODI
* CRVEN. ZASTAVA AKD FIAT, 12 AUGUST 1954

] qf t contract

Licensing of production and sale of vaehicles: sce page 1{. of the present report,

This section also regulates the Qquestion of export by Yugoslavia of vahicles
covered YWy ihl licence.

Piat suthorises Zavodi Crvens Zastava to utilize the patents and licences h&emﬁ 1
to Piat vith the understanding that pﬁw&; filed Y m while the conf:

m technical mai@n ﬂ;iatiag to the licence is specified and the $ime
table for éniiw is fized.

™he aﬁmu that tho two parties will infosm each other on improvements has
been adopted.

All the details on the technica) assistance tc Lo rendered from the drawing up of
the plan for the factory to assistance in the organization of the technical, commer-
cial and administrative departments are dealt with fully.




9. Receipt of the documentation

The conditions and procedures for thc delivery and roceipt of the documentation
are laid down.

10. Guarantoes

Fiat offers guarantees regarding the quality of the documentation and the economio
efficiency of the ostablishments set up according to its designs,

11.

These were in conformity with the conditions preveiling at the time when the
licensing comtract was concluded.

12.

In considoration of a certain order stipulated in the contract, Zavodi Orvens ;
7astave has obtained the right to utilize the licence for the vehicles covered by |
the contract in Yugoelavia without any time limitation., |
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