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BRIEF OUTLINE OF UNIDO

1.1 BACKGROUND

The United Nations Industrial Development Organization (UNIDO )
ms established in 1967 by the General Assembly of the United Nations,
to promote and accelerate the industrialization of the developing
countries. The Assembly zlco gave UNIDO the central role in co-
ordinating all the activities of the United Nations gsystem in the -

field of industriai development.

In fulfilling its mandate, UNIDO undertakes two basic types
of activities: operational activities, involving direct assistance
to developing countries, and related supporting activities, which
:nclude action-oriented studies, research and meetings such as the
present one, Under its operational activities, UNIDO can make
available tc developing couniries a wide range of services. It

oan help int

- the establishment, operation and management of pilot
indust>rial enterprises:

e S dbean G W

- the preparation of industrial development plants:
- the training of staff:

~ the solution of problems related to the irdustrial use of
natural resources and raw materials; and

~ the btuilding ol effective national organizations to
administer and promote industrialization either from global
or epecific viewpoints,

Hember governments are assisted, at their request, to identify
opportunitios for investment, set up training instituter, opecate
indastrial design centres and launch pilol or demonstration planmts.
Such long-term pro~investment projects involve the provision of
experts, conmultants and equipment, as well as fellowships for
training abroad. In addition, UNIDO provides expertis for periods
renging from a fow weeks to a year, to help solve urgent industrial . __. ....
prodlems or advise on specific aspects of the industrialisation
process,
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In support of its field activities, UNIDO convenes inter-
national seminars, workshops and expert group ueetings to permit
an erchange of views on various is<es and problems of industrial
development and to promote specific zctivities. It also organizes
in-plant training programmes, a* -.ici industrial engineers and
technicians from developing countries are given practical training

in factories or institutiuns in industrialized countries.

Expenses for the administrative and research activities of
UNIDO arc orne by the regular budget of the United Nations. For
ite operational activities, UNTDO draws on part of the regular
budget of the United Nations zs weil as on voluntary contribtutions
from member governments, principally through the United Nations
Devolopment Programme (UNDP) which seats in New York.

HOW UNIDO _ASSISTANCE IS REQUEITED

Procedures for the subtmission of requests for assistance vary
from programme to programme. The UNDP Resident Representatives in
the different developing countries advise the respective govern-
ments on these proocedures.

The technical assistance programmes of the UNIDO falling under
UNDP oontributions are planned over five-year periods.

These national and inter—country programmes oomprise individual
pro jeots agreed in advance with the recipient governments according
to their requirements and priorities. These projects can be modi-
fied or changed as necessary on a yearly basis,

Requests for urgent short-term assistanoe, however, may be
implomented on short notice under the programe of Special Industrial
Servioes,

Voluntary contribtutions made directly to INIDO are also
utilised for the holding of meetings, proourement of equipment for
the estadlishment of mamafacturing and servicing units and staffing
of projects, '

Reoruitment of experts, hiring of consulting firms to staff
our projects as well as the purchase of equipment, is undertaken by
UNIDO upon specifications, job desoriptions, or tezms of reference
1aid down in the project desoriptions.
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ACTIVITIES OF UNIDO IN THE FIELD OF AUTOMOTIVE INDUSTRY

™o chances arc that stalf from the intcrnat ional automotive
menufacturers, upon rcading the tit le of this paper will aszs
What has United Naticns got to do with the Automotive Industry?
This question lo:ds to another ones Is ihere o role for the
Automotive Industry in the developing countrie=x? The answer for
the latter questionz ig - dclinit ive "yos" for many of the develop~

ing counirice.
Statistic: speak for theuselves,

Doveloping courtries produced or assembled in 1569, 1,909,618
motor vehicles (passenger cars, trucke and buses) up from 1,594,035
in 1968, Thic represents an incrcase of 15,8% over the0.4%: increase
in the vorld production. Statistics for more reccent yeare arc not
complete, tut the major producing and assemblying developing
countrios accountod for 2,113,550 units in 1971, showing that the

upward trend is continuing.

Absolute figuree, however, are not so impressive, since the
world production in 1969 and 1968 was 30,233,9¢5 and 29,625,935

units rospectively.

Another interesting fact to prove our point is that i‘ntorna~
{ional bidding recently called in an African country, for passengoer
car acrombly with thc present market of 16,000 unite during 1970,
produced bids from 13 intornmat ional mamufacturers in the United
States, Japan, Unitcd Kingdom, France, Italy, Czechoslovakia and
the Federal Republic of Germany.

Sinco its inception, the United Nations has dealt with marginal
fiolds of the automotive industrys standardization (whero important
agreemonts have boen ro.ched in the Economic Commission for Europe,
on items suck as hoadlamps and reflecting devices while others on
safety requiremonts, pullution control, tircs, braking devices, etoc.
are presently being di soussed ) vocational training (through the
Centre established in Turin, Italy in co-operntion with the United
istione Internaticnal lobour Organization and Fiat), etc.

UNIDO's rcie “n the automotive indvctry has becn mainly in

responso to the roguemts roccived from developing countries wishing
to establish or dovclop automotive and ancillary industries.

L S A
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Needlecs to say that UNIDO docs not promotc thie Automotive
Industry for cvery devcloping country since we arc conscious of
the market and cconomy of scale consideraiionc governins this
industrial branch. In addition, our assistance has been aimed ot
locating tho right opportunitice in this field und advising the
doveloping countries in a middle-of-road approach to maximize
benefitc deriving frcm such an industry while at the same time
achieving a balancc with nthor conflicting factors such s small
markel ¢, foreign exchange expenditures and lack of ancillary
industries., '

The substantial capital costs associated with the design and
the devolopment of new products for the automotive industry (be
they complete vohicles or their components) is well known., There—
fore, it is practically impossible for the majority of developing
ocountries to possess design capabilities in this branch of indun-
try. Bvon odaptation of dcsign has to be appro-~chert with great
care and only in ocases wherc relatively large production outputs
Justify it. Morcovar, the operation of plante has to be envisaged
with tho closest co-operation from the international mamufacturers
oither with joint ventures or in puro licensing agreements, It is
obvious that international manufacturers play a contral role in tho
establishment of an automotivo industry in a developing country and
that no assembly or manufacture oporations can be started without
their full co-operation. Howevor, many governments in dcveloping
oountries do not have the know-how to smucocssfully promote or undor—
take the necessary negoiiations and the rosults are well ovident
either in ocountrics where cnormous local oontonts werc demanded
resulting in very high oapital invostments, under-utilisation of
equipment, high produotion costs or in others with a too liberal
approach to the problem where a multitude of assembly plants ocover—
ing practic-1lly the whole array of makes and models with negligible
local contents, catering for a reduced market.

It is as much up to governments us to the international mamu-
facturers to avoid these excesses ad adopt more sensidle approaches
which in the lcag run will give inoreasad bonefits for both parties.
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2.¢  TECHNICAL ASSISTANCE OF UNIDO TO DEVELOPING COUNTRIES

The dilforent formec of technicrl =ssirtance provided by UNIDO
1o developing countries in the Tield of wwiomot ive industries has

centercd around the “ollowing ~reas:

Advise on national policies concerning the establishment
of assemblying plants and negotiation of contracts, par-
ticularly in mntiers of local content and production

programmes

Preparation of independent techno-economic feagibility

studies for assemblying and parts mamufacture:

Promotion of co-operation between countries for the inter—

change ol parts and components:

Rationalization of production through reduction of makes

. and mcdels and amalgamation of mamufacturing units-

Development cf parts mamufacture and promotion of its
exports:

Selting up of national semi-governmental or autonomous
bodies tot advise the government on technical and policy
matterss provide independent quality control and arbitra~
tion services: and guide the local assembly and ancillary
industyries:

Investigation of adequate technologies to suit low-level
production such as completed b:dies or its parts, in fibre-
slass re~inforced plastic:

Promotion of lower cost transportation means, for widening
of the market, in opposition to the vehicle typec generally
favoured for assembly in developing countries, and of
commercial vehicles and buces which will have higher sooial
and economic effects;

Study tours of gnvernment officials to other developing
countries to get acquainted with their automotive industries
and to learn from their past experience in this field.
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2.4

SBUINAR ON THE ESTABLISHMCNT AND DEVELOF'ENT 08 AUTOMOTIVE
DDUSTRIES IN DEVELOPING COUNTRIES, KARLOVY VARY, CZBCHOSLOVAKIA

W S o e

We believe this was tie virst internctionul forum grouping
representatives from daveloping countrics, international automot ive
manufaciurers and intern-.t ional organ.:zatioas, which discucsed
openly the different coatroveriial aspecis of establishing auto-

molive indurtrieg in developing countries,

The Sewinar 1as hel. under the common underst anding thai an
automot ive industry in g developing couniry should be undert aken
from the outset in an orderly manner nnd only after i careful
examination of all relevant economic and teclinical factors,

The more specific goals of the Seminar in mubject were (1)
discussions on the present status and future trends of this
industry in developing countries; (2) the analysis of the met hods
for promoting this industry, part icilarly regional co-operation and
integration: and (3) the adaptation of existing techniques or
development of new techniques for the needs of the developing
oountries,

This meeting was organigsed by UNIDO in co-operation with the
Government of Czechoslovakia and took Place in Karlovy Vary from 24
Pedbruary to 14 March 1969. It was at:iended by approximately 85
People representing 27 countries (developed and developing), repre-
sentatives of all major mutomotive manufacturers and observers from
United Nations organisations,

UNIDO collaborated with the United Nations Economic Commission
for Latin America (ECLA) in the implementation of a research pro jeot
(mponsored jointly with the Inter-American Development Bank) on the
possidilities for integration and complementation of the mitomot ive
industries in the latin Mmerioas region, In spite of the limited
progress achieved in the past, it is hoped that this research pro ject
will ideotify fruitful areas for future negotiations between the
parties involved, i.e. overnasnts, mtomotive vehicle sanulasturers
and the parts and conponents industries,




It is anticipated that the regional integration and comple-
mentation of automotive markets in Latin Amcrica may proceed along

the following lines:

(a) product specialization between affiliates of the same
parent company established in different Latin American
countries and among Latin American licensees related to

the same toreign licenscr:

(b) product specialization between independent Lotin American
companies, which have compectitive progrmmes, either
through deliberate arrangements between firms or through
increased competitive forces which would act within a

combined or enlarged market:

(c) 3 shift towards intra-regional sources in couniries or
areas which are partially or wholly dependent on imports

from extra-regionil sources of automotive supply: and

(4) arrangemonts betwwen the aforementioned countries aiming
at a certain degree of national specialization on the
banie of those automotive producte which are not yet

manufactured in the area of the negotiating countries.

Obviously, such a process of economic integrat ion would have

a substantial impact on mamufacturing and procurement costs.

One of the main objectives of the project was to define the
range of possibilities of those patterns of specialization among
companies and countries aund to ostimais the economic conaequences
whioh would take place aftor implementation, i.e., its effect on
a given country, on its mtomot ive industry and on the consumers
of vehicles, '

In this respect, a meeting in Bantiago, organiszed in 1970,
brought together participants from a certain mumber of automotive
companies from the terminal sector, as woll as the parts apd oom-
ponents sector establishod or operating in latin America. Thess

companics prepared in advance a series of case studies on the
subject of the whole project.

A final report was prepared and is being published by | 4P
ocoverir.g the conditions under which an imtegration and ocomple~
montation of Latin American automotive markets oould actuslly be
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achieved. An appraisal was made of the positicn of each of the
sectors facing econcmic integration - ;ovor..acat 3, Lerwinal
industries, parts manufacturers, distributors, international local
firms - thereby taking into account considerations of balance of
payments, foreign investment, employment and changing conditions
of competition, etc. This approacih vill help to ident 1fy the
general conditions and institutional arrangemants required to im-
Plement the integration and complementation of Latin American auto-
motive markets,

The Andean Group of countries (Bolivia, Chile, Colombia, Ecuador
and Peru) is now considering this matter with & view to achieving
a2 suitable market integration and production specialization among
its members.

2.5 -FULURE PROG, ; ID0'S IVITIES

UNIDO'e activities in the field of the automotive industry
vill follow basically the guidelines drawn up in 2.2. It is doubt-
ful, however, that many more assamblying plants will be installed
around the world. Bmphasis will have to be put on the better
utilization of existing facilities. However, greater scope will
exist for ancillary industries. It is evident that industrialized
countries are more and more concentrat ing their production efforts
on capital intensive a.rid higher—skilled activities., In this
oonnexion, quite a number of automotiva components will be sub-
contractec for mamufacturing in develoring countries. The present
trend in reducing the total numher of large international manufac-
turers both ii the torminal and encillary industries wiil facili-
tate this scheme. UNIDO can be instrumental in this transfer of
production tlxrough the location of interested sub~contractors and
the financing of the neceseary tehoniocal assistance., For a smooth
development of this transfer, it will be necessary to consider an
mwm'approach for the questions of investment, sub~contracts
or licenses and lmow-how.

UNIDO als> inteads to study and promote in the future adequate
technologias specially adapted to the low volume production in
developing countries, such as the building of bodies using fidpe-
glass re-inforced plastics.
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Other areas where somc research has been done but which

require further study ere listed in chapter 3.

UNIDO's activities in the field of automotive industrics has
been undertaken mainly in connexion with the activities of the
developing countries. In the noar future it is hoped that UNIDO
will strongthen contacts with international and national auto-
mot ive organization in order to achieve a better co-oporation and

to avoid duplication of efforts.

NEED FOR EXPERTS
As it can be seen from this paper, UNIDO covers many aspects
of automotive indusiriess market analysis, production of components,

quality control, ctc.

Bocauso it is impracticable to maintain a permanent staff
capable of tackling so many different subjects, UNIDO relies, for
the carrying out of its projects, on individual experts or consult-
ing firms who provide, under headquarters planning, the assistance
requested. Thus we are very anxious to strengthen our contacts
with industry in order to make “he most up~to-date technology
available to interested developing countries., For this we need
the full support of industry in locating experts for short duratione
(1 month to 2 years) in specific eubjects for our field activities.
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TOPICS OF INTEREST FOR AUTOMOTIVE INDUSTRIES OF DEVELOPING COUNTRIES

Many developing countrics have started assembly operations
for certain models of passenger cars and commercial vehicles which
do not meet their actual requirements. 1In this respect, there
would appear to be an excessive number of types of medium and larpe-
size passenger vehicles in relation to low-cost and commercial
vehicles, This is a reflection of the fact that fow incentives
are given for the production of vehicles which can make a real
contribution to the economic development of the country, such asg
smaller passencer cars, delivery vans, trucks, buses, otc., Moro-
over, these typos of vchiclas are often more highly taxed than
passenger veh.cles. This unbalancod situation not only hampers
the growth of an automotive industry but also it does not have
the desired impact on the economic development. Care has to be
taken to provide vehicles for the widest possible market in order
to maximise production. 1In this connoxion, low—cost milti-
p'rpose vehicles should be morc soriously considerod by developing
countries when contemplating the establishment or development of
automotive industries.

ANCILLARY INDUSTRIES

Becauso of the tondency to associate the final product, be it
an aatomobile or a truck, solely with the ascembly plant, insuf-
ficient attention is given to the benefitsa derived fyom the dovelop~
ment of new and the expansion of existing ancillary industries.

This approach overlooks the fact that assembly is merely the
final stage in a complex industrial procoss involving a wide rangs
of separaie manufacturing activities. In fact, the major advant age
in estadblishing an automotive assombly plant is defined in torms
of its linkagesto existing enginecring industries and the stimulus
it provides for the development of now industries. Moreover, tho
benefits derived from anocillary industry devolopment will, for
the following reasons, far outweigh the benefiis directly




agsociated with assembly.

(1) A wider range of skills is required in ancillary indus-
trics, thus adding to the stock of technically profi-
cient and highly adaptable labour. With the exception
of the paint shop, and excluding professional personnel,
only a low level of specialized gkills is generated by

an assombly plant.

(2) The machinery and equipment utilized in ancillary indus-
tries arc normally far less specialized than in an
assembly plant and are, th-srcfore, adaptable for the
production of other industrinl products. This allows
for product diversification which, in turn, increases

the load factor on machinery and equipment.

(3) Since many automotive parts and components can be
manufactured with minor modifications on available
machinery, capital investment can be minimized. That
is, to say, oxisting industries may be able to supply
the assembly plant with accoptablo parts and compcnent s
simply by modifying the existing machinery and procedures.

In practice, the relationship of the assembly plant to ancillary
industries is that of a contractor to sub-contractors. This would
involve contractural arrangements betwocn the contractor (the
assembly plant) and independent subcontractors (ancillary indus-
trier) for the manufacture of parts, components and sub-as~emblies
for incorporation with tho final product which is assombled and m
marketod by the contractor. Problems in terms of quality control
and effective cost accounting should be anticipated and minimigzed
through the provision of techniocal assistancc to *he sub~contraoctors.

Thorefore, special attantion must be given to ihe possible
linkages batwoen an assembly plant and ancillary industries. While
this is a complicated oxorcise, it is essential in order Yo ostimate
the feasibility of introducing an automotive industry. Moreover,
it is necessary to differentiatc between the paris, components and
sub-assemblice which could rcasonably be produced in the country
according to tho following oriteriat

(a) those which could be readily mamufactured by existing
industrios with small requiremente for additional equip~
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mont a.nd/or re=tooling and training:

(v) those which could be manufactured calr after extensive
re-tooling and/or additicnal cquipment and training im-

puts: and
(c) thosc which would requirec the establishment of new plants,

In (a), the question of economics ol secale is not so critical

inasfar as production costs can be spread over a wider product
range.

In (b), and particularly in (c), where considerable capital
investment may be required, thc output level must be sufficient to
meet minimum economies of scalc. The probablc demand for a given
part or component can easily be determinod on the basis of the
pProjected output of vehicles from the assembly plant and the basis
of the ostimated demand for replacement parts..

The manufacture of parts falling undor category (b) and
particularly (c) should bo considered to cater mot only for a
national market but with a view to inter-country co-operatior.
based on ._gecialization of production. Those schemes are now in
operation (or being studied) for different areas - Andean Group
(Bolivia, Chile, Colombia, Bouador and Peru), ASEAN Group (Indonesia,
Malaysia, the Philippines, Singapore and Thailand), Chile-Argentina,
Argentina~Uruguay, etc, There is a wide scope for these kinds of
bi-lateral or multi-lateral agreements in developing countries,
These schemes can be worked out from a different viewpoint more in
line with sub-contracting i.e. the licenser maui.‘actures certain
parts, which will bYe utilized by the licensee himself.

FIASTIC BODINS |

With respect to the ad~antages and disadvantagesz of plastio
or steel bodies, it is perhape surprising that the former are better
suited to the oonditions prevailing in dwolopueg oountries. This
system has been mainly used for small batch production in developed
oountries for sports cars and special bodies for vans,

It would be interesting to quote here a few cases which have
been sucoessfully implemented in developing countries.
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The first is the Anadcl, which is being namufactured in Turkey.
This car was designed in th: Unitod Kingdom ty the Reliant Company
using a FRP body and Ford Cortina 1300 mechanical components which
are presently imported from the United Kingdom. There are plans,
however, to manufacture the engines in Turkey to cater for a atepped

up production.

The following items are locally produced: steering wheals,
elements for front suspension (upper and lower wishbones, dmper/
spring units, front hubs, brake discs, anti-roll bars), exhaust
manifolds, flywheels, clutch flywheels, clutch housing, gear box
cases, rear oxtansion housing, rear axle cases, the FRP body,
steel frames, glasses, door fittings, f{lasher lamps, rear lamps,
soft trim and seats, bumpors, petrol tanks, batteries, radiators,
heaters, wheels, tires, brake drume, handbrake levers and cal las,
and wiring harnesses.

The propshaft aud parts of the rear brakes are to be produced
in Turkey in the near future. Present production is about 25 units
per day.

The local ex-works price is 28,000 Turkish Lire (US$3,100).

Other interesting examples are the BLMC Mini 1000 and MG 1300
which are being assembled in Chile. They are similar in all res-
pects to the British products except for their FRP bodies.

A four-seater van-typo to suit local taxation rules is pro-
duced in Uruguay utilizing the Vauxhall Viva mechanical components.

The capital requiromcnte for all-steel vehicles production on
a basis of 25,000 units of the samc model per annum (the absolute
minimum for the economic manufacture of steel bodies) ars an
estimatod US$20 million. On the other hand, capital costs will not
exceed US$1 million for a plant producing 5,000 units of the same
model using a FRP body.

Consequently, whenever ovaluating assembly operations in a
doveloping oountry, attention should be given to the posaibility
of mamufacturing bodies from FRP,
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INEXPENSIVE MELNS OF TRANSPORTATION

Many developing countries start the assembly of passenger
and commerciil vehicles without duec consideration to the produc-
tion of inoxpensive means of automotive transportation such as

mopods, tri-wheelers nd motcrcveles.,

The establishment of industries for producing such equipment
can pave the way for an automotive i~dustry.

It is unlikely that a cart driver will be able to switch
direotly to 2 truck, because of financial, social and infra-
structural reasons. Howover, he may be sble to do so after having
owned during a givoen span of years for inetance a motorized tri-
wheelor.

A good example of the production of this type of vehicle,
which is partiocularly well suited to conditions in most develop-
ing ocountries, is found in Greece, where a tri-wheeler with a FRP
body is produced at the ratec of 3 per day. Although thore are few .
incentives to manmufacture looally, the cab (FRP), tray (steel),
frame, rear springs, tires, batteries, soft trim and seats are
produced in QGroece. Tris vohicle was designcd by the Reliant
Notor Company, Itd. and retails in Greece (with a Ford ongine of
1200 oc) for about US$2,100.

Another example which should be quoted here refers to the recent
Joint venture signod on 16 June 1972 in New Delhi whereby the full
production of Innocenti scooters and tri-wheelors will be transferred
from Nilanc to India. Providod that suitable incentives are given
and & proper credit systom is utilized, we are oonvanced that these
s000ters can have a much bigger impact on the Indian eoconomy than
all the passenger vehicles tuilt there now. On the other hand, they
will promote and pave the way for a future moro sophisticated motorized
road transportation systonm.

The problem of inexpensive means of transportation has been
extonsively studied by the two largest United States' companies, GM
and Pord. Details on the respective end products will be given by
their represemtatives at this conference.









