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As can be observed en Schedule N* 1, "Swmmary sf Amntemetive Unite 1n
Venezuela®, autometive wnit classification is divided into twe growps:
psesenger vehiclee which include awtemebiles and station vagens, and
commercial vebiclee which comprise light and heavy trucks, awto-trucks
(Pick Ups amd Panels), rural type vehicles and buses.

Up to the preeent time, no segregatien has been obtained of the
referred to groupe vith regard to trede-mark, mede]l and age of the wite;
vhich would result very bemeficial is projecting the preductien of
sutomotive parts deetined for the spare parts market.

If the eerice of figures covering the peried 1060-1971 were analysed,
it weuld be neted that there has been an increase of 308 in wehicle

circulation in 1971 as cempared teo the year 1960,
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At precent, there are fifteen (13) plants processing automotive

vehicles in Venesuels, to wit

a) C, A Tocary

Thie firm preduces rural type, four-wheel traction vehiclee
of the Japaness trade-mark YOYOTA,

The four (4) models it preducee ia the country are:

PI-40-LV Canvas Tep
PJ-40-LV Motal Top
PJ-43-LPB Pick Up
PI-55-LV Statiem Wagea

T™he eempany's sapital amewnts to b 10,000,000 and it 1o
tetally natioms).

The firm does met bave 145 own Plant and for that resges 4
bas contracted the Sssembling of its wmits to amother firm in the
otme branek of the indwetry (Indwstria Venesolana de Maquiaarias,
C. A.).

b) Sengersie Iyversionigte Padeil, 8. 4 (CIF)

Tis f1irw preduces sutencbiles, heavy trucks and buses of the
German trade-esrk MECTISS e,

The twenty (20) medels it produses ia the sountry are:

Amtomabiloq:

200 Sedan Sywchremssh Tranemiesien
220 AN Seden Awtematis Tranemnission




260 CAH Coupe Antomatic Tranemissien
280 SH Sedan Synchromesh Tranemission
280 SAH Sedan Automatic Tranemission

Heavy Trucks:

113-51 Diesel Synchromesh Tranmmissioen
924~32 Dissel Synehromesh Transmission
+924-36 Diese]l Synchromesh Tranmmissien
+824-52 Dieoe]l Synchromesh Transsissien
«024-36 Dissel Synchromesh Transmiseien
+924-46 Digeel Bynchromeshs Tranmiseion

L 1.
L1.
L8 1
8 2
K 2
1K 1

e

Buseg!

0-302 Dissel Synchromesh Transmissisn
0-317 Disss]l Synchrewssh Transmissi~a
0-300-4-115 Synchrewmesh Transmissiean

Ths company's capital amewnts to & 6,000,000 and it is tetally
national,

The firm has its own plant located at Barcelena (State of
Ansoétegui) where it preduces automebiles and buses. Their trusks
are producsd at Los Ruices (Stats of Miranda).

¢) Conetructora Vemesolans de Vghfculss, C. A.
This firm producss autemobilss of ths French trade-mark

RENAULT and automobiles and pagsenger station wagemsof the
Northamerican trade-mark RAMBLER,
The sleven (11) wodels it produces in the country ares

R-4 Sedan Synchromesh Tranemission

B-12 Sedan Syuchromesh Tranemission

R-16 Sedan Synchromesh Tranmmission

B-16 Sedan Autematic Transmission

Hsrnet Sedan Synchremesh Tranmmissien
Hornet Sedan Antematic Transmission

Hornet Cowpe Antematic Tranemission

Hormet Station Vagen Synchremesh Transmissien
Hornet Station Wagea intematic Trensmissiea
Jevelin Coupe Symchremesh Tranmmissiea
Javelin Coupe Awtomatic Transmissisn




The cempany's capital amownts to & 2,250,000 of which 75,58
ie Venezuelan and 24.8% is foreign.

The firm has its ewn plant located at Marisra (State of
Carabebo).

d) Chrygler de Venesuels, S. A.

This firm produces automebilss ard passenger statien wagons,
light trucks, pick-wps, and bus chassis of the Northamerican trade-
markes DODGE and CHRYSLER,

The eighteen (18) medels it producss in the country are:

Antemobi and Pags Station Vagsng:

Valiant Sedan Synchromesh Transmission
Valiant Sedan Automatic Tranmiseion

Dart Sedan Automatic Transmissien

Dart GT Coupe Automatic Transmissisn
Corenet Sedan Synchromesh Traamissien
Cerenet Sedan Automatic Transmissiem
Coronet Station Wagon Autmatic Trensmission
Charger RT Coupe Automatic Transmissien

New Yorker Sedan Automatic Trangmissien

C and Pieck H

D-10° Pick-Up Synchromesh Transmissien
B=170 Pick-Up Awtomatic Tranmissiea

¥-{00 Express Synchrowesh Transmiesisn
D-: 00 Express Symchremesh Tranmiseisa
D=370 Chassis Synchremesh Transmissiea
D-400 Chassis Symchromesh Tvanmissisn
D-800 Chassis Symchremesh ransmissiea
D=700 Chassis 3ynchromesh Transmissien

Bug Chagsia:
P-300 BC Syuchremesh Transmissien

The campany’s capital amewnts to & 16,000,000 and is tetally
fereign.
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The firm has its own plant lecated at Valencia (Stute eof
Carabobo).
s) Ensambledora Crrabobe, S. 4.
This fire produces rural type, four-whesl traction vehiclee
of the Japaness trade—mark NISSAN PATROL.
The five (5) models it yroducee in the country are:
L-60 Canvas Top
KL-60 Metal Top
KL~-280 Chaeeie
LG-60 Canvas Top Pick-Up
LG-60 Metal Tep Chassis
The cowpany's capital asounts to ks 4,000,000 and is totally
satioenal.
The firm bas its own plant located at Valsncia (State of
Carabobo).
f) Engamblaje de Caryocerfas Valencia, $. R, L.
This firm produces bus chassis of the Northemericam trade-
mark HLUE BIRD,
The two (2) modele it produces im the country are:

All American Gasoline Synchremesh Transmissiem
All American Diesel Synchremesh Tranmissienm

The company's capital asounts te & 900,000 and ie totally
patienal.
The firm has its own plast lecated at Valaneia (State of
Carabede).
g) IOrics Ind sl Amtome Ve le, C,

This firm producee autwmebiles amd passenger statiom wagess,

light and heavy trucks, and bus chassie eof the Italian trade-marks
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FIAY and QM.
The oighteen (18) medels it preduces in the country aret
Pagse Station ¥ t

188 Sedan Synchromesh Transmission
124 Sedan Synchromesh Tranemission
124 Station Wagon Symchromesh Transmission
128 Sedan Synchromesh Transmission

Light Tresky:

616 N/2 Synchromesh Tranwmissies
628 N/2 Synchromesh Transmissios
Tigrotte 58 N Synchremesh Tranemissien

Beqvy Treeks:
619 N Syschromesh Tranmissios
619 T Synchremesh Tranmission
082 N/3 Synchromssh Tranemission
682 T/3 Synchromesh Transmission
693 N Synchremesh Transsission

Titano N3B Symchremesh Transmission
Titane NLSP Synchromesh Trensmission
Titane 180 L Synchromesh Tranmmissien

e Chegsis:

043 B Synchremesh Tranmissien
303 8 Syachremesh Tranmissies

The ceompany's capital smowmts to b 28,000,000 of which 608
is Venesuelan snd 40§ is foreign.
The firm has its own plant lecated at La Vietoeria (state of
Aragea).
h) Yo 8.

This fire produces sutemodiles and pessenger statien wagess,
light trwsks, Piek-Ups, and bus chaseis of the Nerthamerican and
Buglich treade-mark PARD,




£
%g

The thirty-tve (32) medels it predwces in the cowmmtry are:
Stat W s

Certima GXL Coupe Synchremesh Transmissionm
Certina L Sedan Synchremssh Tranmmissiea
Certine L Sedan Antematic Trangmissien
Cortinsa Statien Wagon Symchremesh Transmissien
Cortina Stetion Wagen Antomatic Transmissiom
Maverick Cowpe Synchromesh Trenmmissiea
Maverick Coupe Amtomatic Transmission
Maverick Sedan Synchromesh Tramsmissionm
Maverick Sedan Amtematic Transmission
Pairlene Sedan Synchremssh Transaissien
Pairlane Sedon Awtomatic Tranemissiea
Fairlaae 500 Sedan Antematic Transmiseiom
Pairlane Statien VWagon Automatic Treangmiseion
Magteag Hardtep Coumpe Synchromesh Transmissiea
Mustang Fardtup Coupe Anteomatic Trangmissiea
Magtang Fastback Cowpe Synchromesh Treansmission
Mustang Fastback Coupe Antomatic Tremsmiseiea
Custenm 500 Sedan Autemstic Transmissien
Galazie 500 Sedan imtematic Trsnmmissien
L.T.D. Brougham Sedan Autematic Trangmissiea
Comntry Sedan Statiom Wegon Antomatic Trammmiseien

4t and Pie 8t

P-100 Pick-Up Synchromesh Tranmissien
P~100 Pick-Up Amtematic Tranmmissiea

P--380 Pick-Up Synchromesh Transmissiom
P-380 Chassis Synchromesh Tranmissies
P=800 Chassis Synchremesh Tronsmission
F-800 Chasais Synchromesh Tranemissiea
P-780 Chassis Synchromesh Transmissiem

bog Chegsis:
B~380 Synchromesh Tranmissien
P=380 Synchremesh Transaissiea
B-400 Sywchromesh Tranmmission
B-~780 Synchromssh Transmissiea
The cempany's capital amsunts te b 20,000,000 and is tetally
f."‘.“o
The firm has its own plant lecated at Valensia (State of

Carabede).
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i) Gemorel Mpters de Vemeswele, C. A,

This firm preduces autemebiles and Passenger statien vagons,
light trucks and Pick-Ups, and chassis for buses sf the
Northamerican trade-sarks CHEVROLET and BUICK, and of the German
trade-mark OPHL,

The thirty (30) models it produces im the country aret

dptepebiles and Pasgonger Statien Vageny!

Chevy II Sedan Symchromesh Transmission

Chevy II S¢dan Awtematic Treomissisn

Chevells Sedsn Symchromesh Transmisgion

Chevells Seden Amtematic Tranemissieon

Chevelle Coupe Amtomatic Tranmmisgion

Chevells Gresmbrier Sta. Vagon Autematic Traamissisa
Camare Cowpe Symchremesh Transmiocsion

Cemare Coupe Antomstic Tranmissien

Biecayne Sedan Amtematic Tranemigsion

Caprice Sedan Awtomatic Transmisgion

Le Sebre Sedean Amtematic Transmission

1,900 Sedan Synchremesh Transmigsien

1.900 S¢dan Antemetic Tranmmigsion

1,900 Coupe Symchromesh Transmisuvion

1.900 Coupe Antomatic Trenmisgien

Rokerd Caravan Station Wagon Synchremesh Treamiseion
Bekerd Carevan Statien Wagen Awtomatic Tranemissienm

kisht Treeks asd Piek-Upg:

C8-10.704 Pick-Up Sywchremesh Tranemigsion
C8-10,70¢ Pick-Up Amtematic Tranmmission

C8-10.734 Pick-Up Symehremesh Transmission
C8-10.734 Pisk-Up Awtematic Transmissisn

C8-20.908 Panel Symechremesh Transmissiom

CB-31.008 Chassis Synchremesh Tranamission
CB-31.00¢ Pisk-Up Sywchremesh Tronamission
CB-41.708 Chassis Syuchromesh Tranemissioa
C8-81.403 Chassis Synchromesh Treanemiseion
CB-82.003 Chassis Symchremesh Tranemissies
CB-02.313 Chassis Sywchromesk Tranasississe

e Chogeis:
35-52.802 Syschremesh Trengmissism




The company's capital amounts to ks 6,000,000 and is tetslly
foreign.

The firm kas its own plant loceted at Csracas where it
produces units corresponding to the Northamerican trade-merks.
Those units corresponding to the Gerwman trade-merk are assesbled
by another firm in the seme brench of the industry (Constructors
Vemesolana de Vehfculos, C. A.).

}) Industris Venesolans de Meguimariss, C. A
This firw produces light trucks, Pick-Ips, heavy trusks, and

bus chassis of the Nerthamericanm trade-mark INTERNATIONAL,

The fourteen (14) medels it produces im the country ares

Light Trecks and Pick-Upg:

1.010 Piek-Up Symchremesh Transmission
1.010 Pick-Up Amtematic Trensmission
1.010 Panel Synchremesh Tranemission
1.310-D Chassis Synchremesh Tranmmission
1.700 Chassis Syuchremesh Tranemission
1.800 Chassis Synchremesh Tramemiesion

Baevy Treeks:

1. 780 Chaseis Synchremesh Tranemissien
2.080 Chagsis Synchremesh Trensmissica
P-2.080 Chassis Symchremsch Trensmiseion
P-2.000 Chute Synchremesh Tramemission
P-2.000 Chassis Synchremesh Tramsmiscieon
P-230 Chute Jynehremssh Trenemiseion
P-530 Chassis Synchremesh Tramsmission

B Cheggiy:
1.708 Sywchremosh Treagmission
The company's capital ssoumts to b ¢,000,000 of which 30§ 1o
Vomsswelon and 48§ is fereigm.
T™ee firm bas its owm plast lecated at Magacay (State of




Aregm).
k) v C,

This firm preduces rwrsl type vehicles, heavy trucks, and
bus shassis of the Northmmerican trade-mark MACK and of the
Bnglish trede-mark LAND-ROVER,

The seven (7) wodels it prodwces in the country are:

Baral Type Vohiclee:

88" W.B, Convas Top

100" W.B, Canvas Tep
110* Pick-Up

Saayy Tresks:
B-400 Chass1rs Synchremesh Treasmissien

B-400 Chute Synchremech Tremsmiseica
DE-800 Chassis Synchromesh Trsssmission

e Chegejy:
D-400 Synchremssh Tranemissiea

The company's capita]l mmemmte to b 2,800,000 of which 808 ig
Vensswslan and 808 is fereign.

The firm has its own plaat lesated at Lag Tejorfas (State of
Aregm).

1) Bestes Wotere de Vopeswls, & A

Tais firm produses awtensbiles and phssenger statien wagens
of the Buglich trede-mark EILLMAN.

e oix (0) medels it produces in the conntry ave:

deven Seden Synchremsh Treasmissica

Mxrow Sedan Awtemntic Treammission

O Sedea Synchremssh T anemission

FT Seden imtematic Treneminsien

Bunter Station Vagen Synchremesh Trensaiseioce
Bunter Stetion Vagen Avtematic Trenmiseion




v !

The compeny's capita]l amomate te b 4,000,000 and is tetslly
fersign.

The firm does wet have ite own plant and fer that reasea its
anits are sesembled lscally by amother fire in the same branch of
the industry (Chrysler de Veneswels, 8. A)e

w) Talleres Gegs, C. &

Thie firwm preduces bus chassis of the Nerthamerican trede-mark
RRO.
The twe (2) medels it produces in the Cowmtry ars:

A-478 Chings Syuchremssh Trenemissien
B-470-J Con Tremps Symchremesh Traangmission

The cempany's copital ameunte to & 1,500,000 and is tetally
sational.

The firm has its own plant lecated st Caresss.

a) Ve 1 ie C.

Thie firm prodwsee awtomebiles and pessenger station vagens,
carge station wages and possenger trenepert vehiclee of the Gorwme
tredo-nerk VOLASUAGEN,

The oleven (11) medels 1t produces in the coumtry are!

dmtepobiles ond Paassamer Ststien Vegems!

.200 Sedan Synshremesh Tranmission
.300 Sedan Synchremech Tranmission

1

1

1.000 Seden fSynshremech Treamiseion
1.000 Sedan Mmtematic Treamiseion

1.000 Veriant Seatien Wagen Symshrencoh Treasnissica
1.660 Vagiant Statien Uagen iwtemstic Trensmiceiom
1.000 Pasthesk Synshremsch Trenemiseicn

1.000 Pagthack imtematic Treagmiseion




i P, v H
211 Panel Synchremesh Transmissien
213 Panel Synchremesh Transmission
Kembi Synehromesh Tranemissien
The company's capital ameunts to s 18,000,000 and s tetally

amtional.

The firm has its own plant lecated at Moréa (State sf
Carabebe).
e) Wil Yo .
This fire preduces rural type vehicleos of the Nerthamerican
M J-o
The ten (10) Models it produces in the commtry are:
Gi-Coanves Top
Cl=8 Motal Top
CJ=4 Camves Top
Gi-8 Metal Top
C-101 Metal Tep
5-4.000 Bstecas
J-4.000 Pleb-tp

J-4.000 Betases
5-4.000 Pi

J-100 Yegemoor
The canpany's capital amounte to b 1,008,000 and 1o tetally

feveign.
The firm has its own plast lecated ot Las Tojerfos (State of
dvagm).
Toe wodels prodused in the country, wnier the different sategerioes
of vehicles, tmount %o ome bundved sad simedy (199), diotriduted oo
fellewe:




Catagerise
Amtomebiles and Passenger Statien Vagone

Wurel Type Vehicles

X
o
n

Commercial Vehicles weighing wp te 4,000 Kge. per wmit »

Cemmercisl Vehicles veighiag wore than 4,000 Kgs. per

Bus Chasels

Total

mit 88
17

190

A
————

On Sehedules W°* 3, the 1nvestment on Pined Assets (oress), for the

peried 107-1071, e specifiod and e Seheduls ¥° 4, the perscamel

enpleyed by the Autemetive Industry ond ealaries

1068-1071 are showm.

peid for the peried
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13 ~ RELATRD INDUSTRIRS

The creation of firms to produce automotive iteme and acceeeoriee
ceme about as a result of Governmental programe vhich were elaborated
in order to incorporate nationally manufactured items to vehiclee
which only were being assembled in the country.

Until 1962, the only available iteme being incorporated to
vshicles being assembled that year were: tires, tubee, painte,
solvente and lacquers, oils and lubrication greases, safety plats
glass and batteriee.

Beginning in 1963, new firme began to be established in the
country in order to be able to oupply the automotive induetry with
mationally manufactured items, which in progressively increaeing
percentages weres to be iscorporated to vehicles being produced in the
eomtr’c

At the present time, there are approximately two hundred (200)
firms manufacturing autometive iteme and &cceseoriss in the country
and these firms employ 10,259 persons. Altogether, these firms havs
a total inveetment in Fixed Assets of Spproximutely ks 298,000,000,

Some of the iteme bsing produced in the country ares

Spring clempe, front euspension.
Spring clamps, rear euspension.
Exhaust syetem clampe.

Fuel tank clampe and iron strape.
Battery.

Front Mats (vimyl, textils and rnbbor;.
Trunk Mate (vinyl, textile and rubber
Rear \ate (vinyl, textile and rubber).
Alternaters.

Front suspeaeion shock absorber.
Rear ouspension shock abgorber.
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Manual antenna.

Deor frames.

Sperk plug harness.

Harness.

Seats.

Bands, blocks and segments for brakes.
Battery trays.

Mat bases.

Fremes.

Rezr seat bases.

Front seat bases.

Trailer bars.

Pifth tire frame.

Engine bases.

Engine assemblies.

Stabilizer bars, front suspensien.
Trunk hingss.

Heod hinges.

Alr pumps.

Ceils.

Manual stesring arm.

Spark plugs.

Spiral spring heads, front suspensien.
Spirel epring beads, rear suspensien.
Battery awxiliary cablss.

Battery negative cables,

Battery positive cables.

Battery case and swpports.

Wagon body.

Plat truck Ledy.
Tire tubes. |
Hoed,

Piber—-glass hood.

Beods (canvas, vinyl er plastie).

Cardboard lining fer cabinms.

Carboard for spare tire.

Safety belts.

Sprimg hangers, rear suspensien.

Condensers.

Differential assembly and rear semi-axle.

Rear lights sssembly.

Electric horn and swpperts.

Fan belts.

Rear disk brekes, buskets.

Pront breake, drums, buskets.

Rear brake disks.

Fuel tank cover.

Spring wedges, front suspension.

Spring wedges, rear swpensien.

Wasel wedges. ,
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Proent defense or bumper grill.
Rear defense radiator grill.
Rear busper defenece.

Alr deflector,

Deer arm rest swpport.
Mechanical and lever jacks.
Generators.

Rubber bdutt, freat suspensiea.
Greases.

Glove compartment.

Heat interchanger.

Automatic starter moter interrupter.
'r- .t‘l..

Cadim laterals.

Bydraulic brake liquid.
m‘m‘.o

Wheel wrench.

Freat manwml glass lifter.
Rear manual glass lifter.
Lateral member of erected fleer.
Starter moter or impulser,
Meter or mechanism of windshield wiper,
Intake manifold.

Exhaust manifold.

Tires.

Floer af front panel.

Pront mud guards.

ltll' “ md.o

Front bwpers.

Rear bumpers.

Seund abgorber paste.

Glu.o

Paints, bases and selveats.
Centact points.

Baggage recks.

Prent doors,

Radiators,

Radive,

Frame reinforcement.

Veltage regulator.

Spiral springe.

Mhesive and sealere.

Alr eonditioning system.
Muffler and soundere.

Ixhaust system.

Brake ‘r‘.o

Pael tanks,

Alr reserve tanks.

Wheel ecaps.
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FPiber glass reef.

Motalie reef,

Serews, muts and washers.
Preme crossrails,

Glass.

'“.l" vheel.
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14 - LOCAL CONTENT PERCENTAGE, INCREASRS AND CALCULATING SYSTRMS

The first Govermmental program of incorperation of local parts
was established in Decembsr 1962, by means of Resolutions covering
the Automotive Industry whsreby it was stipulated that agide from
those products considered as of obligatory incorporation, 2% of the
net dry weight of passenger vehicles aud 1% of the net dry weight of
commercial vehicles should be {ncorporated with lecally manufactured
Parts, to ths units heing Processed locally during the first semester
of 1963, and that the above percentages were te be dewbled en the
second eemester of that ysar,

Products of obligatory incorporation were: plate glage, tires
end tire tubss, paints, solvsnts and lacquers, batteries, lwbricant
ofle and greasee; and these represented approximately 10% of the net
dry weight of the vehicles.

Integration program goals were made progressive during the peried
1964~1070, and by 1071 the percentage of the net dry weight of
vehicles in ths 2ive existing categories reached the fellowing
percentages of the net dry weight of vehicles:

lot Semester 2md Semesater

Categorieg ] ) 3
Automobilss and paseenger station

vagons 4.0 4.3

Rural type vehicles 41.0 42.0

Commerecisl vehiclee weighing uwp te

4,000 kilograms per wnit 42.0 4.0

Commercisl vehicleg veighing over

4,000 kilegrams per wanit 20.0 30.0

Bus chagssis 23.8 24.0




Beginning with the year 1972, the natiomal incorperatiem grade ise
to be calculated with regard to the average incorperation percentage
of weight and value of each unit.

Incorporation increases corresponding to the years 1972, 1973,
1974 and 1975, for the different vehicle categoriee with reference to
their average incorporation percentage by weight and value for the
year 1970, are the fellowing:

Incorporation Increases with

Categories 70 P n

1072 1973 1974 1070
Automobiles and passenger siatien

wagons 28 50 90 150
Rural type vehicles 28 850 80 100
Commercial vehicles weighing up

to 4,000 kilograme per unit 28 80 80 100
Cemmercial vehicles weighing over

4,000 kilograms per wmit 4 10 13 28
Bus chassis 4 10 18 n

The weight-value imcerperstion bases for 1070, used in calculating
integration goals, eetablished in Reselution N® 5133 dated 9-29-71, are

the following:

Categeries Ixrsentamas
Antemobiles and passenger station

wagens 10, 0
Raral type vehiclee 10. 08

Cemercisl vehicles veighing @ to
4,000 kilegrams per uanit 10. 08

Commereinl vehicloes weighing over
4,000 kilegrams por wmit 3.0

Bus chagsis 4.08




The incorporation pereentage is calculated as follows:

The swmming wp of the reference veight of each of the accepted as
incorporable automotive parte and related agsewbled units, by the
eumming wp of the reference value of each automotive part and related
assembled wait (previously adjusted to the national manufacturing grade),
divided between the product of the net dry weight of the original model
in the country of origin, expressed in kilograms, and the price of same
aesembled unit on dietributer basis, after deducting tazes paid in the

country of origia, expreseed in belivers. The reculting amownt is then
multiplied by 100,

Consequently, incorporation geals for the different vehicle
categeriee for the yoars 1072, 1973, 1974 and 19075 are the fellowing:

1. datmebilee end Peggeuger Statien Sageas

Incerperetion Bage 108

Imorperation Pereontege
Isax —Sight - Volwe
1972 12.8
1073 18.0
1974 19.0

1m 2%.0

" PN iy tskicles sed Comersial Vohisler Soishin w te

laverperation Dase 108

Insorperation Percentage

Ime —taight - Volne
1072 12.8
197 15.0
107 18.0

1078 20.0
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3. C a] Vehiel 000

Incorperation Bage 3.6%

Incorporation Percentage

Yoar Noight - Valug

1972 3.7¢

1973 3.9

1974 4.14

1073 $.50

4. Bys Chageip
Tacorperation Percontage

Yoo Saight - Velg

1972 4.160

1073 4.40 4‘
1874 4.00 }
1978 8.00 |

To be taken into sccount, in the matiemal incerporation pregram will
be the leeal monfacturing grades of antemetive parts and related agsembled
wnits, of which twe stages are teo be considered, ag follows:

1. Aseembly stage emly. 1In this cage, the matienel mamufacturing

grode will be that corresponding to the summing wp of laber costs
ples oquipment depreciatien.

2. Assembly stage with the inserporation of mationally manefactured

parts. The matiomal manufacturing grede will be thet correspending
to the summing wp of laber cost pereentages, depreciation of
oquipnent and the matiomal campoment of ineorporated perts.




rop V. % materiale (of the
.- y erected as Y ° corresponding medel)

Antemetive parts and related assembled wmits, being precessed in the
ceuntry at present, are growped inte twenty-five indwetrial medels, which
vill deterwine their matiomal manufacturing grade, in accerdance with the

scale cetablished in Article 24 of Resclution N* 4624 dated 9-1-70, thug:
Frem 0 to 208 s 0
Prem 21 to 338 = 304
Frem 36 to 008 = 808
Prea 308 and over = 1008




16 - BRIN DESCRIPTION (F THR 1 10N 10
INDUSTRY .

Minietry of Deviepment's Reselutisn N°® 4,824 dated 9-10-70 is the
one which at present govarnas activities of the aforementiomsd induetry.
Ite regulations are growped in various chapters, ae follews:

CHAPTER 1

In this chapter, s series of definitions are eatablished in erder
to unify criterions of interpretatien on the following: Vehicle
categories, C.K.D., firm manufacturing autemetive paris and related
assenblied wnits, vehicle manwfactwring cempanmy, sssemblied autemetive
units, locally assemblied autowotive unite, grade of lecal manufactwre,
trademark, wodel, reference weight, met dry veight of original wedel
of vehicls, locally-~made parts, part er sssemblisd unit to be
incorporated, part sr accessory, original model, basic type, referemese
valme of automotive parta, related assemblied unite and changeable
parte.

CHAPTRR 11

This chapter covers pregrams to be incerporated and contemplates
the fellowing!

1) Importation licenses will be granted only, to vebicle mammfactur-
ing cen anies, for autemetive parts snd related assemblied wmits,
and for erigima]l medels of the trademarke and categeries
indicated therein.

8) Granting of the aferementiomed licenses te vehicle masufactwring

cempanies is eubject to their compliance with stipulated pregreme

as specified in thie chapter.




3)

4)

Vehiele preducing cempanies will be allowed ts partielly cover
their progremmed 8%a) by exporting awtemetivs parts and lecally
Sssomblsd related units which they produce.

Vehicle mesufacturing companies muet swbmit, to the Mioietry of
Development, within ninety days following the pwblication of
the respective Resolution, production forecasts relative te 1971
8ad within eme-hundred and eighty days after, thoge for the
years 1972, 1073, 1974 ond 1978,

Vehicle sanufacturing companiss mmat submit, to the Miaiotry of
Developneat, a breakdown of autemotivs parts and related
ssoomblied mnits of each type of original models programmed for
preduction, indicating the fellowing:

a) Description of sutomotive parte and related assembled
wmite,

b) Reference weight of automo:ive parte and related assenbled
wmits and other items, and their percentage with relatien
to the total net dry weight of the cerresponding origimal
model,

¢) Refervmce value of sutomotive Parte, related aseembloed
waite and other items, and their percentage with relatieca
to the tetal valwe of sutmotive parts, rolated assombled
wits and other items of the correspending sriginal medel.

4) The mt dry veight of the original medel ia the comatry of
origin expressed ia kilegreme.

o) The price of the sesembled vehiele, at distribwter's priee
in the country of srigin, expressed in bolivare, oxcl udiag
‘axee.




Ministry of Uevelopment will issue price lists and reference weight
lists which are to inclode the follewing conditions:

a) The total weight of autosotive parts., seeemblied units and other
jtems of the vehicle cannot be higher (han the mt dry weight of
the corresponding original model. The proportion beiveen weights
of the different parts should be the same &8¢ that existing in the
country of origin.

Total vslue of the automotive parts, related sesemblied units and

other items of the vehicle should be the same as the selling

price to the distributor in the coustry of origin, of the same

assembled vehicle. The proportion between velues of the different

parts should be the same 8s that existing im the country ef

origin.

¢) The total swm of the reference weight of each of the sutemetive parts

end related sssembled wnits accepted as incerporable parts sheuld be
sul tiplied by the total swm of the referemce valus of each one of the
aforementioned sutomotive parts and rslated sssewbled units, previously
adjusted to local manufacturiog grade. This amownt is to bs divided
between the result of msultiplying the met dry weight of the corresponding
original wedel im the cowntry of origin, exprossed in kilegrems, by the
prics of same, eseembled and on distridbuter's basis, after deducting

dutiss imposed in the country of erigin, sxpressed im belivars. The

resulting figure, wultiplied by one pundred (100) will give the perseat-

age for incorperatien.
Prior te the 15th of Pebruary of each yoar, vehiele sanuf ssturing cen-

panies wust submit to the Ministry of Development an incorperation reo—




pert coerresponding to the previoue yesr,

Vehicla manufacturing companies that have reached imeccrporation goals
sstablished by the Minietry of Development, and have preeented bresk-
downs of eutomotive parte and related sassewhled units, will be granted
licenses to import automotive parts and related assembled units to be
need in assemblyiag vehicles in the country,

1t will be considered that a company is pot abiding with established
regulations when:

8) It does not attain the minimum incorporation goals established
for each category.

b) Even if it were to attain the established incorporation goals
set for a given year, if it has balancsgs left over as a resuit
of non-attaimment of incorporation goals set forth in previous
yeoars.

Antomotive vehicle manufacturers that are found to be mon-abiding with

established regulatione, will be given set importation quots for auto-

motive parts and related assembled units required by said manufacturer

on ths year follewing the year of non-fulfillment.

The quota stipulated in the first cass of menfulfillwent will be equal

te the mmber of sutemotive wmnits sold by the cempany during ths peried

of nonfulfillment, lese five percent (5%) fer each eme per thomeandth

(180) difference between the cetablished goal snd the actual

inserpereation percenmtage arrived at by the compamy during said peried,
dodwmsting frem the queta, stosks of asseubled vehicles, wnaseombled

vehisles, or balamses of wnenpired licenses; and, in the secoend case,
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it will be equal to the number of vehicles sold by the company during
the year of monfulfillment, less five percent (5%) for each one per
thousandth (1%0) differencs between the established goal for this year
and the actual incorporation percentage arrived at by the company
during said period, to bs calculated once incerporation shortages from
previous periods have been dsducted from thie year's incorporated
amount. Also to be deducted will be the abeve-mentioned vehicle
stocks as wsll as ths balances of mnexpired licenses.

Not to be considered as incorporable, to the programs establighed, are
thoss autemotive parts or related assembled units made in Venesusla
containing one or various of the following characteristicst

a) Those acquired by vehicle manuf acturing companies for the
patienal spare parts markst.

b) These produced by automotive parts and related assembled units
manufacturers that have not been previewsly registered and
autherized by the Office of Industries of the Ministry of
Development.

c) These that have not been produced im accerdance with quality
stendards established by the "Cemisien Vemszolana de Noruss
Indwstriales® (COVENIN) and are net wtilising the trademark
"NORVEN".

d) These produced by companies owned by eme er various vehicle

sasufectwring companies, vithout said ownership being previously
approved by the Ministry of Development.

13) When the grade of incerporable matienmally mamfactured automotive parts




or rslated assexblsd units is less than 50% of its value, it will be
computed in the following proportions:

From 0 to 208 = Zero

From 21 to 33% = 30%

From 36 to 463 = 50%

14) Automotive parts and rslated sssembled units manufacturing companies,
installed in the country, shovld obtain previous csrtification from
the Ministry of Devslopment proving that said products are computable
in ths incorporation prograns.

CHAPTER 111

This chapter rsfsrs to quality and prics controls and sstablishss the

following:

1) Antomotivs and relatsd assembled units destined to be incorporated as
original equipment for vehicles assembled in the country and which
supply ths spare parts and export markets should be manufactured in an
equal or superior quality to norms established by ths "Comisién
Vsnesolana de Normas Industrisles” (COVENIN),

2) Obligatory incorporation will be applied to those automotive parts and
ro‘latod assemblsd units fulfilling quality etandards sstablished by
COVENIN, which are available in sufficient quantity to cover original
and spars parts markets and whose price level is in aceord vith the

reference value establishsd in the corresponding breakdowns, as shown

belows
Yoar
1972 4“4
1973 37
1074 b 1]

1978 20




3)

5)

)]

The manufacture of parts and related assembled automotive units will
be subject to a program of progressive incorporation of national raw
aaterials and its local panufacturing grade will be determined by the
corresponding formula elaborated by the Ministry of Development.
Forty-five days prior to presentation date in the local market,
vehicle manufacturing companies must submit to the Ministry of
Development, for its consideration, vehicle changes and proposed cash
selling price tc the distributor and to the publiec.

During the first ninety days of each year, vehicle and automotive
parts and related assembled units mamfacturing companies aust submit
to the Ministry of Development their production end marketing cost
sheets corresponding to vehicle models and ‘o sutomotive parts and
related assembled units panufactured during the previous year,
specifying every element of the cost. Likewise, the vehicle
distributing companies muet submit, during the eame period, proposed
cash selling prices to the public, and fleet prices of each vehicle
model they distribute.

Vehicle and automotive parts and related assembled unite manufecturing
companies must present to the Ministry of Development, within sixty
days after finalising its fiecal yser, a Balance Sheet, a Profit and
Loss Statement, and a Coet Statement of Iteme Memufactured and Seld.
In case a vehicle or sutomo? ive parte and related aseembled unite
sanufacturing cowpany faily to submit the information required, withis
the period indicated, granting of jmportation licenses, exonerations

of customs dutiee and eupplier's certificatee will be suspended until
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the Ministry of Development receivee the respective information.
CHAPTER IV

This chapter refere to new invsstments and production programs and it

stipulatee that:

1) The Ministry of Development will analyze proyects for the manufacturing
of autowmotivs parte and related assembled units, giving prefsrencs to
thoee projects which generate greater additional value in the country,
which supply the greatest number of vehicle manufacturing companise
and whoee cost levels perwit exportations.

2) The Ministry of Development will favor uniformity and interchange-
ability of automotive parts and related assembled unite in order to
facilitate accomplishment of integration goals, taking advantage of
ecaling economice and reducedoperation costs.

3) Automotive parte and related assembled units being manufactured in the
country at present should continue being produced by thoee companise
wherein vehicle manufacturing companiss do not own shares. Theee may,
however, present automotive parte and related aesembled units projecte
in which their production will involve s scialised foundry processes,
mechanical proceeees, swages, heavy fo ging and the manufacturing of
controls and inetruments.

4) The Ministry of Developwent will not authorise the manufacture of new
vehicle modsls in the country nor the eubstitution of those being
produced except when the model is eubetituted in the country of originm

by another, and that a vehicle manufacturing company produces just onme

baeic type of vehicle of ome or various models and it be substituted




5)

L))

7)

in the country of origin by snother mode) having radically different

characteristics.

When the production of one or more wvehicle models in Category 1,
during any year, is lower than 2% of the total production of said
category during the previous year, it cannot be continued to be
produced. In case the wodel design does not vary in 1872 and 1973, it
may continue to be produced without attaining the above-mentioned
percentage provided that as a minimum 1% of total production of said
category is manufsctured amually. Likewise, with reference to
Category 2 models, these cannot be continusd to be produced when
vehicle production is lower than 3% o? the total productien for said
category in 1972 and 1973,

Limitations for 1974 and 1975 will be eetablished on baeis of the
production for 1972.

A contest will be held for the muaufacturing of a vehicle wodel which
will combine technical and economical characteristics required for
taxi eervice; a model whose production and salee conditions will permit
an adequate price compatible with purchasing capability of low-income
persons; and a model which will adequately fill Govermment ordinary
service requiremente.

0f theee three models, the only conteet held wae the one relative to a
vehicle for lov-inceme perecns. The af erementioned conteet toek place
in 1971 having come out as vimnere the vebicle manufacturing firme
"Constructors Venesolana de Vehfculee, C. A" with ite model "Renault

4" and "Volkewagen Intersmericana, C. A." with its simplified vereiem
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of ite "Velkewagen 1200" model. Both vehicles were released feor
marketing en April let ef the present year.

Reselutien N* 5133, dated September 29, 1071, setablishee bases for
calculating incorporation gesls relative to weight end valwe for

the years 1072, 1973, 1974 and 1078.

Resolutien N® 3872, dated November 23, 1971, establishes 20 industrial
models Which cover autemotive parte and related assembled wnite
produced in the cowmtry, for the pwrpose of caiculating the respective
pational manufactering grede.

Resolution N* 4374, dated Septenber 25, 1072, sstablishees sazinwm
reference prices of autemotive parts and related assembdled wmite, ia
relatien te the reference valwe of the vebicle im the cowntry of

origia, or to the reference weight of awtemetive parte and related

assenbled mits, likewise in the coumtry of origia.




16 - DESCRI1PTIUN OF THE LEVEL OF INDU

AUTUMOTIVE INDUSTRY.

At present, it can be said that Venezusla has surpassed ths
firet phave of industrial development. At first, Venezuelan economy
depended solely on petrolam exploitation and on some agricul tural
products. In 1089, incentive programs were initiated for
installation of industries in ths country for the purpose of
subgtituting importatione. Today, the mejority of items which were
originally imported, are now being manufactured in the country.
With regard to ths automotive industry, it can be eaid that all
vehicles for sale in the couniry are manufactursd locally. The
only vehiclss imported are some commarcial types with special
equipment.

2 -TYPE (F COOPERATION BETWEEN VENEZURLAN PLANTS AND INTERNATIONAL C(MPANIES
20 - DESCRIPTIUN (F COOPERATION AGREEMINTS AND LICENSES

Being that the Venesuelan tax system does not object te profite

being transmitted out of the country, from branch offices of foreign

companies or of mized capital (Venesuelan and foreigm) and that the

present income tax law sete & lseser tax en these profits than it
does on royaltiss, the majority of foreign firms having tetal or
partial ownership in cempaniss established in Venesuela prefer to pay
tax on profite obtaimed.

For the above reason the signing of ceopsration comtracts or of
licenses has wot been gemerslised. Companiss that have ascopted,

pay & certaia percentage en their tetal anmusl product sales, vhich
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vary between 3 and 5% of total sales. Generally, this occurs vhem
foreign companies only grant the license and do mot participate in
the imvestaent.

It is neceeery to bring out the fact that in the beginning tne
hame offices of companies operating in Venezusla rendered cheir
branch offices, their partaers, and thoss firms with licenges, all
the technical asaietance required for the installation and eperatioen
of their plante, as well as the guality conmtrol of products
menufactured. This was accemplished by furnishing specialized
pereonnel, the required manufacturing techniques and quality contrel

of lecally manufactured producte in their own laboraterieas.

21 - DRSCRIPTIN OF AGRINMINTS FOR SUB-CONTRACTRS, IF APPLICANLE

Nene to date.

22 - QOANTITY, TYPE F AUTOMDTIVE PARTS AND ASSBMMD VENICLES EPRTID

520 - Bppertetion of imtemstive Parte end Melated Apgeubled unite
Sehodules 8, 6, 7 & 8 liste sutemotive parts and related

assenbled umits emperted during 1068, 1960, 1970 and 1971

insdicating the type of part, quantity per type, exporting

sompaay and country of destinatiem,
With regardte exportation of frames to Chile and Argentinma

by General Meters de Vemeswela, C. A., attached is report

prosstted by said sempany at Santiage, Chile, in September |

1070, ‘
These negetiatiens have centimed during the present year

ond it {0 cmposted that before the ond of the year, 1,000 mere

fremes will be emperted to Argentima.
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221 - Exportation of Aseembled Vehicles

With regard to exportations of aseembled vehicles, the
only exporting firm was MACK de Venesuela, C. A., exporting
8 truckse, wmodel MACK DM-8183, to Brazil and 1 wodel R-403-X

to Nicaragua during 1970,

3 -SPECIAL REBJUIREMENTS FOR CARRYING OUT COOPERATION BETWEEN VENEZUELAN

PLANTS AND FOREIGN CUMPANIES

30 - INVESTMENTS

Iavestments by foreign companies are usually made in machinmery
and squipment as well ae in technical assistance and in seme cases
io raw materials which have to be imported for processing im the
country.

Schedule N® 9 indicates automotive vehicle manufactureras'’
company capital and percentage ownerehip. Schedule N* 3 indicates
gross invesiment by said campanies for the years 1068-1971.

As can be observed N* 10 indicates that automotive parts and
other related asssmbled unite mamufacturers analysed during 1971,
altogether had a net investment in fixad assete of b 296,008,821
and that ks 162,788,366 were paid in salaries and wages.

31 ~ PRUDUCTION QUALITY

In the beginning, a series of problems came about
the quality of parts manufactured in Venezuela in spite
assistance rendersd to manufacturing companies by their

technicians, as well as by vehicle manufacturing firwms.

For that reason, in order to comply with the integration goal,
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products being incoryorated in vashicles had to be forwarded, in
each case, to the home offices for control of specified quality
and if said specification was in accord, approval for integration
was granted.

At present, the majority of parts incorporated in vehicles
are produced of satisfactory quality, which are verified in
established laboratories in the country. Only those excaptional
parts are being subnitted to the home officea for revision and
upproval to incorporate in vehicles.

It can bs observed that products bearing a well-known foreign
trademark turn out to be of better quality than tho.e mot bearing
any. Likewise, producte manufactured to ~over raquirements of
original equipment, turm out to be of better quality than when
manufactured for ths spare-parts market.

The quality of vehicles mamufactured in the country has greatly

iq:ra'vod.
PRODUCTION COSTS AND ITS COMPARISON WITH THOSE OF INDUSTRIALIZED
COUNTRIES

Production costs of automotive parte and related assembled
unite manufactured in the country are superior to their equivalent
in countriss wvhere the home officee ars located, due, mainly, to

the fact that productien velumes are lower than that of those

countriee turning out mass production sxceeding two million unite

per year.
It i¢ estimated that locslly manufactured parte have an excess

i
|
|
!
i




a3 -

- 50 -

cost of 125% in comparieon with similar imported parte. This data
was obtaived from weighed avsrage taken frem different existing
levels of the apprcximate 200 parts produced in the ceuntry.

DELIVERY DATE COMFLIANCE

With reference to compliance of delivery date, it can be said
that fulfillments are effected within the peried etipulated in the
purchaee order.

When integration programs were initiated many cases of nem-
fulfillment of delivery date occurred. These delaye caused severe
probleme to vehicle manufacturing plants. Fortumately, compliences

with materie)l delivery dates have been normalised.
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GENERAL MOTORS DE VFNEZUELA INTERCHANGE CF AUTGMOTIVE
PARTS BETWEEN CHILE, ARGENTINA AND VENEZUELA

A case study prepared for the meeting of the Woriing Group

on Econamies of Scale in the Latin Americar Automotive Industry.

Organized jointly by the Economic Commission for Latin America
(BCLA) and the InterAmerican Developmert Bank (IDB) with the
collaboration of the United Nations Industrial Development

Organization (UNIDO), Santiago, Chile, 21 to 30 September, 1970.

a
?

To be presented dby:

Miguel J. Betz
Forward Planning Manager
General Motors de Venezuela

August 11, 1970




Introduction

The Treaty of Montevideo ; 'sed a challenge not only to the
signatory countries and its pcoples but also to private investment,
especially foreign private investment, to work towards the goal of a
unified latin American market.

General Motors, consistent with its policy of cerporate
rasponcibility, has eccepted the challenge.

This presentation describes some of General Motors' efforts
to promote LAFTA interchange programs within the automotive industry.

As a specific case study, we present today a brief review
of an inter~hange program involving GM de Venezuela, 0l Arpgentina and
GM Chile, under which Chevrolet frames made in Venezuela are traded for

other autcnotive parts made in Arrentina and Chile.




GM Oprrations in Latin America

CM has three manufecturing plants and four assembly plants in
Latin America, operating through locally organized subsidiary companies.

The manufacturing facilities are located in Argentina, Brazil,
and Mexico.

The assembly facilities are located in Chile, Peru, Uruguay
and Venezuela.

Salcs and service of General Motors products in the other
countries of Latin America are the responsibility of General Motors Overseas
Distributors Corporation which sells to franchised distributors, including
three assembler-distributors.

In general, GM's Latin American automotive product line consists

mainly of Chevrolet and Opel passenger cars and Chevrolet camercial

vehicles, trucks and bus chassis.
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Local Content Regulations

To encourage industrialization and in an effort to improve adverse
balance of paymenta accounis, Latin American governments have imposed local
content requirements for vehicles manufactured or assembled in their
respective countries.

The percent of local parts that must be integrated into the
vehicle varies from country to country according to the respective govern-
mental regulations.

Brazil and Argentina have the highest local content requirement
at 95% or over tor 1970. Mexico follows with a minimum local content of
60%; then Chile with 52.0,; Venezuela with 41'%; and Peru with 30¢% for 1970.
Incidentally, only Argentina and Brazil differentiate between the passenger
and the commercial and truck categories in their local content legislation.

The methods of measuring local content vary from country to
country. Brazil and Venezuela employ the weight system, cther countries
measure local concent by various systems based on value. It is expected
that Venezuela will soon change to a weight/value systenm.

By extending the definition of local content to include parts and
components acquired by regional interchange or complementation programs,
significant advances can be made. The LAFTA ground rules have laid the
basis for carrying forward this concept and among the Latin American countries

vhere (M has manufacturing or assembly plants, Argentina, Chile and Venezuela

have issued enabling legislation.
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Chevy 1) Frame

The fact that Chevy II passenger cars are currently assembled
by GM Chile and GM de Venezuela and manufactured by GM Argentina offers

the opportunity to interchange locally produced parts and components of

this car between these GM operations.

FIGURE I

Pigure 1 shows the Chevy II frame. The frame consists of 22
parts vhich can be suvmarized as inner and outer side members both left
and right, front and rear cross members, engine and front suspension
supports and various smaller brackets and supports.

To camply with local content requirements, General Motors

Venezuela in 1968 decided to procure this frame from a local supplier.

This {ten vas selected because of its relatively high weight to cost
ratio; furthermore, the frame design i: not subject to frequent changess
and most importantly, because the same frame is utilized by GM Argentina
and GM Chile in their Chevrolet passenger lines, interchange was
possible.

S o R
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Venezuelan Local Supplier

To the local supplier our decision was fortunate. The

available press equipment - listed in Table 1 - vas suitable for the

manufacture of the Chevy Nova frame but utilized only at about 20% of

capacity.

Table 1 - Equipment Used to Manufacture the Chevy II Frame

1.

One 700 ton hydraulic double action press
with & 325 x 1500 mm Bed.

One 600/300 ton hydraulic double
action deep draw press with a 3000 x 2000 mm Bed.

Four 1200 and 100 ton hydraulic presses.

One LOO ton mechanical press 2000 x 1250 mm.

Sixteen 15 to 220 ton eccentric presses.




Reduction in Price Due to Added Volume

Our experience supports the economic concept that piece pr.ce
reductions are possible as volume increases.

In 1968 General Motofs de Venezuela procured Chevy II frames for
local use only. In 19690, interchange of these frames with GM Chile was
first established, but the volume was not sufficient to varrant a price
reduction. In 1970, General Motors de Venezuela's volume, added to
Generel Motors Chile's increasing requirements, Jed the Venezuelan
supplier to grant & 14.6) price reduction for the Chevy II fremes.

By 1971, when the Chevy II frame will also be traded between
Ceneral Motors de Venezuela and General Motors Argentina, the projected
total volume of Chevy II frames will be over 10,000 units per year.

This cambined volume of GM de Venezuele, GM Chile and GM Argentina will allow
the local Venezuelan supplier to grant an additional 21} price reduction.

In sumary, interchange between General Motors de Venezuela
General Motors Chile and General Motors Argentina has brought about &

32.54% reduction fram the initial price of the Venezuelan manufactured

Chevy II frame.
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Venezuela - U.S. Price Relationship

The price reductions resulting from increased volume of Venezuelan
made frames can also be expressed in terms of the relationship of local to
imported prices.

In 1969 the Venezuelan price for Chevy II frames was 150 over
the U.5. price. 1In 1970 the Venezuelan-U.S., differential decreased to
110 due to the added volume obtained through interchange with GM Chile.

By 1971 the Venezuela-U.S. differentiaul is expected tc decrease
to 70, since GM Argentina's Chevy II frame requirements will be added to
those of GM Venezuela and GM Chile.

Even though Venezuela-U.S. price parity has not yet been achieved
in this case, the substantial reductions described above decresse the

penalty paid for local content attainment under low volume conditions.

Amortization of Special Tooling

In addition to the price reduction, tooling charges which represent
& separate cost item are amortized over the added volume. The per piece
price reduction combined with the reduction of the per piece tooling charge
far outweights the transportation cost from Venezuela to Chile, for example,

which as a matter of interest is detailed below:
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TALLE 1X

lrm Cost - Landed in Arics

Billing Price Per Frame 1007,
Boxing, llandling 3.6%
Inland Freight 0.9%
Port Charges 0.6%

Sub-Total 5.1%
Ocean Freight 7.9%
Chilean Marine Tax 0.9
Bill of lading Charge -
Ad Valorem FOB La Guaira 1.0%
Insurance 1.2%

Sud-Total 11.04
Sub-Total - Insurance & '

Preight 16.15

Total C.I.F. 116.1%
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Development and Administr.*.,on of an Interchange Program

There are three basic factors to be taken into consideration for
the development and administration of en interchange program in the LAFTA
ares.

First of all it nas been found that under existing conditions
and regulations interchange programs can best be developed under the
initiztive of those individual automotive manufacturers that are established
or are planning to estanlish operations in two or more conntries within a
region or sub-region such as TAFTA or ALOM. This involves primarily the
selection of the components to be imported and exported, testing and
écceptance of samples, and establishment of delivery schedules for interchanged
components.

The second factor is negotiations with the suppliers. These
negotiations develop required quality, quantity, and delivery schedules.

In addition, the possibility of lower prices in consideration of the expanded
volume is explored. Frequently, the automotive manufacturers provide further
technical assistance to their local suppliers in order to insure timely
production ard hign quality of parts and components.

The third and most cumbersome factor is negotiations with the
respective governments. The subsidiary companies in most cases must request
approval for the interchange program. Presently, the time elapaed between
the initial request and the officia.lva.pproval is too long. In addition,
import and export licenses must be obtained, and finally, foreign exchange
approvels must be requested.

In general, the first two factors present no great obstacle.

As to the last factor, it is expected that due to the interest

goverrments have to increese interchinge, simpler and speedier methods to

obtein approvals i1l be irplemented.
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Conclusion

In concluding this Presentation we would like to summarize same of
the advantages to be gained from regional interchange prograns,

Interchange strengthens the local automotive componert industry,
New markets increase output and reduce idle capacity. Concurrently,
productivity increases and manufacturing costs decrease as Overhead is

absorbed by higher volumes.

As local prices approach parity with international Prices, export

potential increages.

Interchange strengthens LAFTA by creating trade in non-traditional
commodities, thereby binding the LAFTA countries together.

Finally, 1ntercha.nge increase the viability of the Latin American
sutamotive industry by lessening 1ocal industry depenience on foreign
sSupplies,

General Motors' world-wide experience indicates that regional
industrial integration provides expanded sales through broader markets;

reduces costs by increasing production efficiencies; and makes a significant









