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INTRODUCTION

The automobile industry began to develop in Romania after the Second World War,
in line with the needs of the economy and the growing demand among the population.

For economic reasons to do with goods transport, tle first stage in developing

the motor industry was to produce lorries and certain vehicles based on them.

The first Romanian lorries were produced in 1954, and since 1960 Romania han

been producing a lorry of modarn design and high performance.

At the same time, using the mechanical parts cf the lorry, the production of buses
for urban transport and long-distance mail has been started and continued.

Car production began with jeeps in 1957, followed by a modernized type of jeep
in 1961.

Cars began to receive growing attention, as the standard of living rose, with the
adoption of an industrialization policy which enabled the population to save in
increasing amounts. The development and modernization of the road system also helped
to ewell demand. -

To meet this demand, cars were at first imported. In 1966 a licensing contract
was 3igned with the Renault corporation in France for the production in Romania of
the R-12 model, Romanian version, under the name of Dacia 1300, with various alternativ:
versions, following an intermediate stage in which the R-8 model was assembled under
the name of Dacia 1100, with only a limited proportion of components produced locally.

Production of the Dacia 1100 model began in 1968, and in 1969, at the same time
as the R-12 vas launched at Renault, production of the Romanian version, the Dacia 1300,
was started (general assembly).

1. Information on the motor industry in the Socialist Republic of Romania

1.0 XNumber of vehicles

In view of the fact that the greater demand among the population hes made itself
felt over the last ten years, we shall give particulars of the number of vehicles
for the period 1962-1971, based on official statistics.
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The following table shows trends in the production of motor vehicles, giving

figures for lorries, buses and cars (including jeeps).

T - Cars, Cafrs, not ~ Car exports

Year Out put Lorries Buses iacluding including including
jeeps jeeps jeeps

1962 15,004 1,770 951 3,005 = -

1963 20,174 12,509 1,269 3,222 - -

1964 22,112 14,718 1,281 3,102 - -

1965 22,795 14,306 1,571 3,653 - - 328

1960 26,973 17,229 1,410 4,565 - 1,648

1967 31,801 20,569 1,721 5,610 - 2,119

1968 38,838 25,407 1,604 19673 2,030 4,459

1969 56,998 30,535 1,750 19,145 12,668 5,271

1970 66,898 35,018 2,013 23,604 16,250 5, 405

1971 14, 360 35,164 2,220 29,602 20,500 5,4C5
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The trend in output is one of rapid expansion, made possible by the creation of
new production capacity and modermization of the production process.

The number of vehicles on the road has grown over this period as follows:
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Year Number of vehicles Imports Sales of private ocars
1962 14,800 2,317 -

1963 18,700 3,94 2,306

1964 3,700 8,593 6,347

1965 39,200 11,880 9,216

1556 B 55 300 - 16,107 12,770

1967 13,200 17,841 24,557

1968 88,800 13,59 15,939

1969 101,000 6,500 17,878

1970 125,000 11,451 25,500

1971 147,000 3,936 22,800




The rate of growth in the number of vehicles on the road has thus been high,
sales increasing by 47 per cent a year over the period 1962-1970. The quantities were
not very great, but the growth was steady, both for imports and for Romanian cars,
which have helped more and more to meet the growing demand among the population.

In 1970, the percentages of different maites of vehicles on the road were

as follows:
Daciz-1100 18.00%,
Dacia-1300 0.50%
Fiat <600 2.50%
Fiat-850 10.50%
Fiat-1100 2.00%
Fiat-1300 3,005
Piat-1800 1.00%
Noskvici 14.50/%
Rerault-Dauphine 3.50%
Renault-10 7.00%
Renault-16 3.00%
Skoda 12.004%
Warssawa 1.00%
Wartburg 7.50%
Volga 1.204
Trabant 9.00¢
Miscellaneous 3.80%

8ince 1970, the proportion of Romanian-produced cars has tended to rise, because
imports have mainly been for the purpotre of widening the range of cars available, at
least among less powerful oars.

During the period under consideration, registrations went hand in hand with sales
(both imports and national output), there being no stookpiling, because of the high
level of demand, as can Le seen from the fig\mo‘given above.




1.1 Makes and models of cers produced in Romania.
Brief description of plants
Up until 1968, only jeeps were made in Romeania, for the domestic market and for

export, greater quantities being exported from 1965 onvards.

Car production was started becaune of the marked increasc in domestic demand,
bearing in mind the fact that Pomania already had experience of the motor industry

through the production of lorries, buscs and jeeps.

Under the contrsct signed with Renault 1in 1966, arrangements were made for the
production in Romania of the Dacia-1300 and related models, which is similer to the
R-12 produced by Reneult itself.

In addition, using part of the machinery of *this car, i.e. at least the propulsion
mechanism, the production of utility vehicles in the Estafette range was started

in Romania.

In generel, cer production in Romenia is based on the new production capacity
created at the motor works and the capacity already existing or in the process of

development in supporting gsectors of Nomanian industry.

The various stages in moving towards autonomous national production are related

to the introduction of new capacity.

In accordance with the usual trend in motor vehicle production throughout the
world, the first stage was general assembly of the vehicles, the subseguent stagee

being assembly of the engine, tooling and steel-work.

Production started with general sssembly, using CKD parts imported from Renault,
the principle being that parts would be gradually dropped from the CKD sets as local

production of paris and units developed in Romania.

Car production started in 1968, with the capecity required for the first stage,

the preduction programme having been drawn up following & survey of the domestic
parket. During a transitional period, until the R-12 model was launched by Renault,
it was decided to assemble the R-8 model from inported CKD sets on the assombly
lines that had been installed.




This model was a good choice for acquainting workcrs with the special features
of car manufacture while at the camc time mecting the population's immediate demand.
This model was produced on a transitional vasis with a limited proportion of local
components, the parts produc.i in Romania being picces of gencral car equipment,

such as tyres, upholstery, battcries, radiators, paintwork, lamps, ctc.

In 1949, together with the Renault corporation, Romania started producing the
Dacia~1300 model, corresponding to the R-12. The proportion of locally produced
components at the start of production was much the same a8 in the case of the Dacia-1ll

CKD sets being imported for the rest.

The Pitesti motor works was set up in 1952, to producc spare narts and mechanical
unite for lorries, tractors and jeeps: pistons, piston rings, piston pins, valves,

water pumps, oil pumps, petrol pumps, compressors and gear boxes.

On the basis of the expcrience already accumulated by the works, new capacity
hz3 been creeted for the production of cars in the immcdiatc future while continuing

the production of parts and units already made in the old workshops.

With this newly crcated capacity at the motor works, the proportion »f locally
produced components will be 595 per cent, the diffcrence coming from supporting
industry in Romanie and from imports.

The Pitesti motor works has been designed in principle to produce the main
components for the Dacia-1300 model. It is capable of doing the assembly work and
most of the mechanical work.

The ra.e of production provided for in the gencral plan, as detemincd by
Romanian technical cxperts in collaboration with the Leaault corporation, is about
ten cars per hour.

The plant is intended to opcrate on a two-shift system, with thc cxception of the
foundry, forging, heat-trcatment and surface-trcatment shops and certain tooling shope

The studies on machine tools and equipment and on the utilization of work space
were made by the Renault Corporation in co-opcration with the Pitesti works and
specialized institutes in Romania, on the basis of the production rates that had been
fixed, allowing for the possibility of increcasing the rates, possibly by making furthe
investment at a later deate.
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The works has astablishcd local dcsign units, for testing and long-tem
development of vchicles, for the exccution of “cchnological studies and for the

design of cquipment and certain insteollations, with workshops for their production.

Commercial decalings to do with purch 0§ nnd seles are conducted through the

corresponding scrvices of the factory group to which the metor works belongs.

The plant's foreign trade affairs arc hanllcd by the Dacia Export and Import
Office, which is part of the factory group and comcs under the direc’ ~r general of
the group. It is concerned, in particular, with imports of materials for production

(CKD scts) and cxperts of cars.

he labour forcc, workers and supervisors, comes from siizilar plants with a
long industrial trodition and from the arca around Pitcsti, up to a distance of
about 50 kilometres. The workers, technicians, foremen and junior engincers are
trained at schools belonging to the factory group, the apprenticeship including
direct participation by the apprentices in the production process for practical
instruction. As far as theorcticael instruction is concerned, there are nomal courses
for treinecs during the day while for production workers special courses are held

in the cvening.
1.2 Supporting industry

The produciiun of lorries and jceps made it neccssary to develop a supporting
industry in Romania to provide raw and other materials, mechanical units, mechanical

parts, clectrical poarts, chemicalu, plastie rarts, acecrRaories, oil, grease, etc.

In addition, with thc stert of car pawauction, there arose a nced to develop
the cxisting production capacity of thesc entcrprisce, hoth in quantity, beceuse of
the longer scries, ond in quality, becausc of the higher standards set by car part
specifications.

Therc arc ot prescnt about 120 enterprises in Romania which collaborate in car
production. They also collaborate with the plants producing lorries, busus, jeeps
and tractors. They arc located in differcent parts of the country.

The decision to producc ccrtain parts locally has made it necessary to obtain,

through subcontracting, the collaboration of the specialized research institutes for
different branchcs of Romanian industry.




P—

In order to make use of the various sub-licences that have beon granted, contracts
have been signed with these institutes, providing for modern production techniqucs,

on the basis of the rcquirements set in the specifications rcceived from Renault.

Local production of car components by the institutes and plante in thc wupporting
industry is done under the motor factory's technical supervision and if nccessary

the advice of Renault, as thc corporestion grantiag the liconce, is sought.

Each product manufrctured by supporting industry undcrgocs a proccess of approval,
including verification of th¢ quality of the matcrials uscd, thce dimcensions, sssembly
and functioning of thc part, and cndurance tests, in which all the qualitative

characteristics and the uniformity of series production have to be checked.

The motor works gaves technical aseistance to supporting industry, also checking
the comuetence of suppliers, which must be technicelly developed enough to guarantce

constant quality and a genuine capacity to support ecrics production.

The existonce of the motor works has led certain other factorics to spocialize
in the production of particular parts for cars, in accordancc with thc specifications
laid down for them. Some plants having a genceral technical capacity in a certain

field have set up specialized workshops or production lincs.

Licences or menufacturing rights already obtaincd by different induetrics have

been revised or extcnded to cncble them to producc car parts.

The Romanian iron and steel industry has started production of certain types of
ccl and certein rolled, scalped and drawn shap-s, in accordance with studice made
by the specialized institutee 2nd by unterpriscs.

The deveiopment of the production of rolled shect by the stcel industry, at the
Galati works, which heg beon got upder way during the last tun years, has included
provision for the production of shcet specifically for car coachwork, and the pro-
visions governing the starting up of rollcrs provide that they must be passed for the
production of coachwork sheet.

The technical rubber and piastic products industry has eetablished, through its
specialized institutes, the ranges of materials correspornding to the specificotions
for car parts, acac of which have alrecady reachud the stage of scries production.




In the mochanical cngincering industry, specizl workshops have been sct up for
the production of certain units and parte, using tcchnology already established in
Romania and tcchnolog, cobtaincd unacr licences grantcd outside the ficld of car
manufacture, togethes with mub-liccences obtrined under the general contract with
the Renault corporation.

Supporting industry is prepered to mect the necds of cer manufacturing in the
futurc, so that ncw spceiclization 1s thus being created in all fields.

The clectrical industry has cnjoyed the benefit of some licences obtained before

the start of car production, from such firms as Duccllicr end Jacger, and sub-licences

obtained with the car menufacturing licence, so that it is thus able to meet the

present and futurc requiremcnts of car manufacturc in Romania.

The development of supporting industry has been brought into line with long-temm
d:vclopment plans for the metor industry in Romanie, thc main aim being to supply

the nccds of national production and cxport.
1.3 Percontage of parts produced locally

The perccntage of parts produced locally for the motor industry is not limited

by law. Lorrics, buscs and jeeps arc produced locally in tibir catirety.

The proportion of local production for cars producecd under licence depends on
cxisting capacity at thc plant ond in supporting industry. It cvolves in accordance

with the development of production capacity in Romanian industry as a whole.

As fer as the cars produced under Renault licence arc concerned, the present
modcls are intended to be produced locally in their entirety, except for certain
minor parts and products not yet produced in Romania, which cannot reprcsent mere

than 5 per cent of the value of a CKD set.

The devclopment of production capacity at the motor works and plants collaborating

with it is governuod by a plan covering the period up to 1973.

In principlc, the percentage of locelly produccd parts is calculated on the

basis of the progress madc in completing the stages described in section 1.2.




When pieces arc produced locally they are dropped from the CKD scts, after testing
from the standpoint of method, functioning and endurance, tcsting which is confimmed
by the motor works technical services and by the Rcnault ropresentatives providing

technical assistance.

The appropriate parts are climinated from CKD sets, with duc cllowance for the

minumum time aocessary tor the preparation and dispatch of such sets.
2. (Collaboration with ths Remeult corporation in Francc

2.0 licensing and technical co-opcration agreement concluded with the
Renenlt corporntion

In 1966, a liccnsing and technical co-operation contract was signed bctween
Industrialimport, the Romanian forcign trade organization, on behalf of the Pitesti
Motor Works, and the Renault corporation.

The purposc of the contract was to cnable Romania to produce the R-12 car and
models based on it, and also utility vchicles in the Estafcttc range, with the seme
quality and characteristics as those models produccd by the licenser.

Under this contract the Renault corporation undcrtckes to provide the technical
documentation relating to the product, including dcsigns, spccifications, standards,
instructions, ctc., documentation on tochnological planning methods and other

documentation of production and after-salcs services.

In accordance with stages of development fixed upon by joint agreement, & plan
wus drewn up to govern this process of co-operation, covering the programmec for the
delivery of documentation and materials by thce Renault corporation and the performance
by the Romanian party of the obligaticns undertaken by it.

The co-ordination of the different phascs was bosed on the gradual shift to
local production, both at thc motor works and in supporting industry. During the
period of the contract, the licensce hee the right to use the documentation both for
its own production and for subcontractors in supporting industry.

The documentation recoived under the contract includes thc nccessary material
to enablc the Romanian works and suppliers to find out thc details of the technical
conditions governing supplies, procecdurce for checking quality, and methods and

instructions.




The contract takcs into account liccencee already obtained for thc manufacture

of cars and tracters and licences grantcd to other tranchces of Romanian industry for
us¢ in the production of parts similar to car parts, rcgarded as pert of a general
technique which is alrcady cstablished. The manufocturing rights apply both for the

products which arc the subject of tho contract and for sparc parts.

During the period of the contract, any changes or improvements made to the cars,
cither by the Renault corporetion or by the Remanion manufacturcr, arc to be
communicated to the other side, the approval of the licenscr being required in

certain casce.

Under the contract with thc Rencult corporation, thc Romanian perty was to

receive modern tcchniquecs applicable on an industrial scalc.

In practice, it was not possiblcu to transfor the methods and techniques used by
the Renault corporation to Romania unchenged. Allowencos had to bc made fer

differcnces in the rate cf production.

A thorough study had to bc madc for this purposc. It was carricd out by
specialists from the Renoult corporation in collaboration with Romonian cngineers,

who cetablishcd the work arcas required, the layout of the production lines oand the

appropriatc mcthods, scleeting the tools ond equipment nceded by agreament between them.

Such co-operetion has only been possible through constant cxchange of technical

information.

A licence always implies the transfer of knowlcdge between the partners and in
our casc this knowlcdge is the technology worked out by the Renault corperation end

its collaborators.

In the seme wey, thc training of Romanian personmcl has been organized at
Renault plants, and in some cescs at plants acting =8 subcontracters for Renault,
which has cnabled them to master techniques that cannot bce transferrcd by means of

documcntation alonc.

The ficlds in which training is given werc cstoblished by agreement on the basis
of thc progrommc, and generally speaking it has provcd possible tc obtain all the

nccessary information.
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In addition, the contract providcs fcr Renault specinlists to give technical
assistance in various ficlde of activity, such ns approvel cf parts, approval of

methods, starting vp of production lincs and equipment, cotc.

In ordcr to help with the preblem of getting currency to pay for the licence,
it was planned thet Rcneault should buy curtoin preducts from the Romanian motor indust

2.1 Subconiracts uoncluded with thc Rinault corporation

* e me. e LR R R R e N O R N . RN N T ™ Py -

Undcr the licensing and technicel co-cperation contract, Renault undertakes to
buy from Romania parts, unite and cub-units for the vehicles with which tha contract

is concerncd.

Thie mattcr is to be the subject of talke Letwoun the partncrs with a view to
finding opportunitics for the .xport of R-1¢ parts madc in Romania in order to make

better use of the production copacity created as a result of the contract.

Along thce samc lincs, e subcontract wes signed in 1967 transferring the produc-
tion of Estafettc geor-bexes to Nomania. This wae done by ccasing production at the
Renault works and cstoblishing the cxisting production linces from Renault ot the

motor works in Romania.

The cxistence of a common intcrcst cnsured the successful completion of this
transfer within thc framcwork of tcechnical collaberation arrangement which managod
to climinate thc difficulties involved in such an operaticn for o high-quality
product, so that thc distances involved have nct provented completion of the transfer

and starting up of the production lincs, nor the subscguent conduct of this operation.

This kind of collaborotion is particularly offcctive becausc of the common
intercst created, in that the licenser entrusts his partrcer with part of his own

production, on which thc efficient manufacturc of his own preoducts depends.

The subceniracting arrangemcnt has been successful in thesc circumstances and

has becn extcended, mutual confidence having been estoblished.

Following the same principlc, after the fcasibility of this type of operation
had been esteblishod in practice, a sccond subcontract wes signcd in 1970, transforrin
the producticn of Estafettc front and rcar axles. Production under this new

arrangement is at present starting up in Romania.
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The positive aspect which ic charactcristic of this type of subcentrecting
arrangement is that both sidcs have on intcrest in it: since the subcontracter gets
cxclueive rights to makc products which are as nccessery to him as te the licenser,
the results of his cfforts arc chered botween the partners, with a rcsulting cconomy
of tochnological cffort bascd on & divisicn of lobour, so that the arrangement gocs

beyend the usual relations botween supplicr ~nd plant.
2.2 Exports of purts, units ond vehicles

- e e - s - P R A L I g

Up until 1971, Romania's vchicle cxperts were of jo'uvs, sold nmainly in Euxnpe.

In 1971, Romenia atorted oxporting cors under the bilatcrel arrangements and
contract with Rcaoault, which was te the odvantage of both sides, because in the first
place it helped to increasc Remaria's cxports and in the sccond plecc it mede it
possiblc to step up Roneult's deliverics, particulorly in areas and countries to

which it had not prcvicusly cxport :d much.

At the samc timc, it cen be scid that the cars produccd in Romania contain a

considorable percentage of Renault ports from CKD sois purchesed from France.

Built-up cars have been scld to certein developed Buropean countrics end to

devcloping countrics, the majority going to Eurcpcan countrics.

Under the subcontract for geor-boxcs, GVCTAg. annual deliveries arc ebout
30,000 and sbout the same quontity is onvisagud for Estafcttc axles under the

now contract.

3.

specicl conditions imposcd by collaberaticn
3.0 Investment
Development of the moter industry means sdopting modern techniques, in order to
achicve an appropriate and consistent level of quolity and to lower production costs.

During the initicl period of car monufacture, investment iso considerablc, bcecouse
modern tcchmnlogy has to be brought into oporation .ad the ratc of output is fairly

low to start with.

In the case of Romania, the initiol investment has boen fairly heavy, tut it
will be possible to raise the ratc of output as time goes by and to reducc costs.




- 13 -

When considering the investment nccessary onc has to tuke into account both the

devclopment of the basic plant and thet of supporting industiy.

In making such investment at the Pitoesti motor works in Romania, the basis wes
the plan submitted by the Roneult corporation, under the liceonsing contract, and

the buildings werce designed by the Romanicn specialized institute cencerncd.

Construction was carricd out Ly o Romanian building firm. Machine tools,
installations and equipment were purchased zt the propesal of the Renault corpcration,
with the edvice ¢f Romanian engincers, the supplics being shared between Renault and
Romanian supplicrs.

As a general rule, the Rcnoult cervoration haes been kept os general supplier
for groups of machincry rcquiring special controls ond 2 considerable cmount of
tcchnical assistonce during asscmbly, machine tools of o gencral nature being

supplied from Romonion sources.
3.1 Production quality

Car productiocn raiscs in the first placc the preblom of whether the car can

compete in quality with comparablc products on the market.

The main aim of the contract signed with Reneult hos becn to introducce medern
tochnology copebl. of guarantccing constant quality and a systam of tcchnical
organization capable of maintaining quality standerds.

The sclution to the quality problam lics 1n the dosign itsclf, or in collztoratior
botween Reneult specialists and Romanitn specianlists, prevision being made for all the

conditions nccessary for quality centrol to be met.

On the bosis of the tichnical conditions and epecificotions supplicd under the
licensing contrect, all matcrials were subjected to laboratory anclysis to sce whether
they could be supplied in Romanin. In the cosc of materizls for which there was no
existing equivalent on the Romanian morket, samplos were sunt to the specializoed
institutes for study.

The Renault corporction has an obligation te continuc the process of in-plant
testing of parts produced by the methods adcpted by wmutual agrocmont, whilc cars
produced in supperting industry are approvod on the basis of Ronault's specifications
and design documentation.
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The prcccdurcs adcpted under the approval proccss make it poseiblc to test

quality and to cnsure that it is maintained during production.

In ordcr %o test quality, it has beon accussary to sonstruct testing benches and

put them intc operction, and thue to mrstor tosting techniques and lota proccssinge

Updating cf the licencc docunontaticn cnsurce that competitive quality

is maintaincd.

A prcblem which has come “ip in cxchanges of technical information is thc different
rates of production of liccnser and licensee. Thc licenscr, whe as a rule hes o
higher rate cf production, has greater ccenomic cdvantages, becousc amortization is

quicker.

From thc cconcmic stendpoint, it is dcsireble that ony changes ghould allow for
subscquent Luverchangeobility, which is pcssiblc when there is only onc modcl, but

licenscrs usually producc scveral mod:ls.

We think the seluticn is tc consider the interests of both partners in developing

1iccnscd modcls, teking into acccunt the implications for both partics.

ithe conditicns laid dewn in the contract concerning the necd to irform the
licensee of all improveuwents made to the vehicle so thot he can kecp abreast of the
development cf the product, cannot bo fully met in o properly cffective way, bececouse
of the diffcring cconomic situationg cf thc two partics. The only sclution is to
ensurc intcrchangcability, in order to aveid difficultics in monufacturc cnd the

supply of spare ports.

3.2 Production costs comparcd with thesc cf industrinlizcd countrics
P SR AR S - - - A .u.’.-m-.-.‘ 5-“&-‘--.‘-‘ “~.m-‘—

Production costs arc dct symined in the first place by thc preduction lines,
bearing in mind the fact thet the lerge-scale investment involved must corrcspond to
a quantity cf cutput which will cnsurc & rete of emcrtization in linc with the average
for produccrs throughout the world.

Labour is for the time being cheaper in the developing countries, and thie is
truc f Romania. Dut tho situction will chenge ir the future and it will thorcforo

be nocessary tc placc the cmphasis cn scrics production.

Therc cen boe ne question of rcducing producticn costs by lowering quality, which

could cut investment to scme cxtont, bocouse the quality would not then be compotitive.

The best sclution ic thus to investigote what kind of production scrics is cconomic.




Fo> these rcasons, thc Romanian State cnvisages that the futurc development of

tho motor industry will be towards a mcrc eoonomic rote of preducticn.

It may bc said that the ~~sults of in ustrial ccllaberation betwcen deveoleped
and devcloping countries in the tuturc will be fru:iiful when the stage is reached at
which production costs can bc calculated on the basis of similar figurcs.

In industrial collaboretion, the pricc problum can always be resolved on the basis
of long produotion sorics, evon if in thce initial transitional period the devoleping
country producos at & low rate. Thus the developed country can cntrust the developing
country with thc production of sub-uniis to mcet the nceds of both partners, in long
sories, the greator proportion of thc parts rcturning to the develcped country and
the distribution betwoen the two partners being basod on the relative ratos of
production in the two oountries. In this way, cconomically optimel sories can be
achioved without upsetting the activitics of the two partners, on the basis of
modern techniques guarentocing both quality and delivery p-riods.

Anothor problom which arises in such oollaboraticn is pricc distortion by high
customs dutics, which orocatc barriere cnd can makc production unprcfitable. The ideca
of collaboration should be backed up, at lcast in thc casc of countorpart supplics,
by the ramoval of tariff barriceru and discrcpancice in duty ratcs, bearing in mind
the fact that doveloped countrius as & rulc impose high ratce.

In oomclusion, it is noccesary that cach collaberutive cperation should yield
some bonefit, which should be shared bctwoon the two partners. This is possible if a
joint study is madc of thc aspects relating to the situation of cach pertner. The
results can only be satisfactory to thc cxtent thet common clamonts can be found which
will enmsurc a community of tochnical and economiccl intcrosts.

3.3 Adheropoc to deljvery poriods

Under a collaborative arrangmont, reciprocal doliveries arc an essontial
clemont for the comtimuity of the two partners' production.

Boosuse of the difficulties that can arise with regard to rooiprocal supplies, a
reserve stock must be cstablished so that production can contimue in cases of

forge majeyre such as can ooour.




In crder to keep stocks low and tc aveid tying up finfnecial resources, supplies

should be plenncd in rclation tc production, rcciprocal dcliveries should be co-
ordincted and conteiner tronspert should be orgorized, sc that the parts can be
handled casily and quickly.

For exports of Estefctte genr-boxcs to Reneult, o rcescrve stock has been set
up in ordcr to aveid any denger ¢f a breakdown in deliverics. Studics heve been
made to dctcrmine the most uscful ccnteoiners and & transpert system has been

ostablished whcoe pessibilitics ond limits arc fully understcod.

A decisive factor for successful collzboration is adhcrence tc delivery schedules,
both for goods intcnded for production purposcs and for equipment and machinery on
which depend the development of national production cnd the achievement of the

targets set in the gencral plan cf ccllcboraticn.

Collaborction is only possible if dclivery schedules arc adhered to and this

matter must accordingly bc given 21l duc impertancc in contracts.

3.4 .QEQQiEqupditions oslqh{iﬁg{o& for the develoment of
international ccllzboration

In Romaniz, with a view tc creating faovoursble conditions for intornationel
collaboraticn, 2 legal framcwork hos been set up for csteblishing joint companies
with forcign participation in thc fields of industricl and agricultural production,
building, transport, ccmmercc, tourism, technical and scicntific rescarch and

scrvices.

¥vith regard to the cstablishment of joint companics, the Romanian authoritics
envisage:

The formaticn of enterpriscs having as their objcet to contribute to the
development of the naticnel ccenomy, tc cxtend, modernize. and rencovatc ccertain
existing cntcrpriscs, tc speed up the introduction of modcan tcchniques, to
improve thc technical quality of production cnd services and to cnsurc a high

level of lobour productivity;

The promotion of cxports, thc opening up of ncw morkcts and extension of cthers,
the diversificaticn c¢f production for cxport and the dovelogment of collaborative

activities in third markcts;




The promotion and devclepment ¢f scientific rescarch activitic:e:

The introduction of modcrn methods cf production orgenizaticn and managcment

of entcrpriscs;

The training of speciclist staff fer producticn, crganizotion and monagoment

of entcrpriscs, including commercial cstablishments;

The oppertunity fcr Romanian cconomic crganizaticns to establish joint companics

in Romania or cbreocad, with the agreement of the cempetent authorities.

The conditions govirning the cstablishment, orgenization, duration and cperaticn
of joint companics, thc rights and cbligotions of the partics, the procedurcs
governing the formation and withdrawzl of capital, the criteria governing the
distributicn of profits and cother specific provisions must be laid down in the contract
concluded between the partics.

The joint companics cstablished in Romania arc bodics corporatc, which carry on
their activitics in accordance with the legislaticn of the Socialist Republic of
Romania. Thc sharc ¢f thc Romanicn perty in the cepital of thesc joint companice is
at leest 51 per cont.

The Romanian Statc arranges ond guarantcces the financial contribution of
Romanian cconomic organizations to joint companics in Romania, and similerly with

regard to the activitics cf the companics in Remanico.

The Romcnian Stetc, thrcugh its authorized institutions, gives its fereign
partncrs guarantces concerning the troansfor abroad of capito' instalments, profits
and othcr sums duc to them, aftcr peymcnt of the corrcspending taxcs and fulfilment
of cther obligetions laid down in thc controct.

The joint company must be registercd with the Ministry cf Forcign Tradc and the
Ministry cf Finance of Romania cnd becomes o body corperatc from the date of
registration.

As rogards the future devclopmont of thc Romanicn moter industry, 1t is plannod
to continuc the pelicy of intcrnetionel collaboretion, the mcst appropriatc fom
buing the estoblishment of a joint company with a pertner in a developed country in
order to thus crcate the material conditions conducivce tc competitive cconomic
efficiency and an optimum rate of precduction.



- 18 -

4.  Results °f collaboration

Through the collaberative arrangement with Renzult it has been pessible o

transfcr new tochniques end mcedern methods cf car preduction tc Rumania.

Thc technicel documentaticn reccived, the training courscs for Romanian
personncl at Rcnault and the tcchnical assistance of Nenault specialists have mado
it possiblc tc gt productirn going % the werks itself and at supplier plants in
supporting industry.

By wecrking togcther it has been possible to orrive at appropriate technical
soluticne and tc organizc producticn in such a way that cutput quality can be

cnsurod and maintoined.

The quclity is constantly checked by the Remenion control staff, and the Roenault
ropresentatives sent to Rumania for technicel assistance also help in this connexion.
As a sign of its confidence in the quality of cers mede in Romania, Renault has

agrceod tc sell Romanian-produced cers through its soles netwerk on forcign markets.

The organizaticn of producticon lincs wos besced cr the principlus adopted at the
Renault werks, with the nceessory medifications tc cdept thom to the rate of
producticn planncd fcr Remonia.

In promoting the us. of perte produced domcstically ond lccally, greet stress is
always laid on quality contrcl :nd on guerentcces of production capacity, in order to

ensurc that supplics can be maintained tc mcet the ratc of prcduction.

Subcontracting arrangements, which preceded the start of local production,
provided an opportunity tc adjust in advance to the technicel characteristics of the
processcs fcr tcoling and assambly cf Estafcttc gear-boxces and axles, and this oxpericnce
could then be used in starting up tocling and asscmbly lincs for the producticn of

car units under licence.,

For cxemple, the sterting up of mochining end asscombly cof the R-12 gear-boex wes
much assistcd by the fect thot the technique in this ficld was alrecedy familiar as
rogerds both the matericls uscd and the production process itself.

This first contract for thc production of cars in collaboration with an industry
of high repute in a dcveloped country hes cstcblished the basis for the future
dovclopment of cor producticon irn Romanie.




-19 -

In Romania, industry has the principel rolc tc play in the country's dcvelopment
and the motor industry cccupices =n impertent place in 1t, because it creates a large

amount ¢f omployment in 2ll ccctore of supperting inductry.

The tcchnology transferred fer the producticn of cars gocs beyond the ficld of
production as such, bcecausc the tochnicol assistance given clsc covers the development

of the after-sclces nctwork for which the liconser mokes his cwn cxpericnce availablo.
For the licenscr, the contract had the following advantages:
Exports of CKD scte tc Romcniz for a perioed;
Increasc in thc output of the cars covcred by the contract;

Entry intc a market with grcat possibilitics for the development of demnnd

in a now gecographical arca;
Establishment of ncw industrial rclations by mcans of subcontrects.

5. Conclusions

Car prcduction began in Romania with a licensing and ccllaboration agreoment
with thc Rcencoult corporaticn in Fronce.

The futurc development of the industry will be oricntated towards intcrnational
industrial collaboration with a manufacturcr who can take into account the interests
of both sidcs, sc that currency poyment probleme can be solved, cither through the
formation of joint companies, or through local production of certain parts or units

on a large sccle in order to mcet the nccls both ¢f Remanic and of its partner.

The prescent situaticn of the developed countries and the developing countrics
with regard to the mcter industry may justify an cxtcension of the collaborative systaom,
taking into account thc fact that it wculd be desircble to mcet the nceds of now
markets by local prcduction.

Current tcchnicel progress in the ficld makes it cssential tc orgonize production
in such a way that iis advantagcs can be utilized to cptimum effect, and in that
conncxicn ccllaboraticn between industrialized and developing countries makes it

poseible to solvc prcblems relating to the market, tc investment and tc labour.




The development of the developing countries' markets is essentially a matter of
ohoosing the car models for which there is a demand and setting prices within the
population's reach, which is made possible by the establishment of a national ocar
industry produoing in large series. Large-series production can be achieved through
industrial collaboration with industrialized countries, under whioh currency payments
are made in the form of supplies of vehicle parts, either through subcontracts, or

through joint companies or through some other form of co-operation.

The developing couhtries ere interested in establisghing motor industries whioh
will enable them to supply the population with more vehicles, and this can be made
possible through collaboration agreements concluded with an awareness of their
advantages for both sides, in order to find feasible ways of developing co-operation

based on balanced reciprooal deliveries.

There is also the problem of the type of car most appropriate for the specific
market conditions in each country. In this connexion it is desirable to meke a joint
study of the opportunities for adeptation that might be of common interest with regard

t0 sales and industrial collaboration.

~From the results achicoved in recent years, there is every hope that mutually
advantageous solutions can be found for collaboration based on the international
division of labour, with duc respect for the essential principles of national

independence and non-interferonce in the partners' domestic affairs.









