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Reg|0na| Market Tofan Grup owns tire manufacturing and distri Romania
. . uting companies in Romania. Nomura's
H Igh|lghtS investment, made in July, is the second larges| P RO FI LE
foreign investment ever made in the Romania
Summary automotive industry.

Tough Year For Daewoo;
Chairman Park Still Optimistic

Denso investing $100 Million in Hungarian "The tire industry may not be a very exciting
diesel injection pump factory industry, but it is nevertheless interesting,"” said It's been a difficult year for Dong-Kyu Park,
GM awards stampings contract for Polish faca Nomura official. "You have 23 million peoplg Chairman of Daewoo Automobile Romania.
tory to VAB Rapotin [in this] market, and then you have the markets Although the factory he oversees is functioning
Nomura invests in Romanian tire maker and in the neighboring countries. We did believe -t smoothly, pumping out Cielos, Esperos, and
distributor Tofan Grup and still do -- it was a sound business opportuniFicos, there’s been no shortage of crises to keep
UT Automotive building wiring system factoryty.” [for more on the aggressively expanding Mr. Park busy.
in Poland Tofan Grup, see this month's Company Spotlig
Showa Aluminum building a/c condenser facon page 10]

tory in Czech Republic

Ford Targets Slovakia for components pur- Policolor Goes Private

The Romanian
economy, with its
spiraling inflation

chases and interest rates

* VW Bratislava expanding production A controlling stake irPolicolor, Romania's and unstable cur-
largest paint and industrial coatings producer, rency has become
Romania was recently sold to two investment funds. Th Daewoo’s nemesis,

State Ownership Fund's51% interest in
Nomura Takes Minority Stake in Tofan Grup  Policolor was purchased on July 28 by the

Romanian-American Enterprise Fund
Nomura International plc snapped up a 49% (25.5%) and by th®omanian Investment

forcing the company
to lower its produc-
tion targets for

1997 due to poor

Dong-Kyu Park

stake in Tofan Grup for $60 million and will ~ Fund (25.5%), a $65 million closed-end invest; domestic sales prospects. In February, the con}
arrange debt facilities worth $40 million. The ment fund managed Hyast Fund pany’s workers, suffering from the effects of higl\l
Management. inflation, demanded a re-negotiation of the 5-yefr
| nS|de labor contract Mr. Park negotiated with them
Besides pumping $12 million into upgrading | back in February 1996. And the Romanian mags
Policolor's technology, the two funds are media has been nipping at Daewoo’s heels,
Feature Country ROMANIA committed to boosting exports, which stood in| charging that the company has failed to meet its

1996 at a scant 4% of production. The comparnyomised parts localization plan.
recently refurbished its facilities, including the
[J Bulgarian Car Sales Statistics: p. 6 installation of a 1,000 ton per year metalized | The CEAR first interviewed Mr. Park back in May
dye production line designed to supply of 1996, after he had been at his new post in
Romanian carmakers, and new machinery for| Romania for only one month [CEAR Vol. I, Issug
U Investors Wanted: Romania's Emergency Investment Ordinance: p. 14acrylic and epoxy resins and metallic powder | 3, July/August 1996]. In June of this year, the
11 Paint production. Policolor's 1996 sales amount€EAR spoke with him again to get a progress
ed to $42 million. report on Daewoo’s Romanian operation.

[ Dacia: The Dark Side of the Domestic Car Market: p. 4

[J Production & Sales Analysis of Romanian Market: p. 9

[J Quoted in Vienna - Industry Leaders Speak at Auto Conference:
[J Poland Cars & CV Sales Statistics: p. 16

[J Anatomy of a Deal -- Romanian Auto Sector Investment: p. 15
Continued on page 2 Continued on page 12
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Feaure Countly Contirued Fom paje 1
Daewoo to Statt Nubir a Production

By the end of 1997 aewoo Automobile
Romaniawill start production of a ne& model
to succeed the Esper the Nubia. Dagoo
expects to ppduce 10,000 Nukas in 1998 and
20,000 in 1999the compay's Chaiman
Dong-Kyu Park told theCEAR.

In late 1999 the Romaniadctory will begin
production of the M100 modelyhich is to sue
ceed theTico. Mr. Park said thathey expect
anrual poduction of the n& model to eat
20,000-50,000 units after thear 2000.

Daewoo Subsidialy to Make Components in
Romania

A Daewnoo subsidiay based in Krea is plan
ning to irvest $83 million into a igenfeld
automotve componentsattorly in Romania.

Fiat-IVECO in Talks With Roman?

Plagued ly poor mangement,obsolete tele-
nology and poducts,and union urest,the
Brasw/-based heay truck marufactuer
Roman has been seekingrfyeass a joint \en
ture with a paverful foreign mawfactuer. The
latest on a long list -- thich indudes compa
nies sub asNavistar Inter national and
Renault — is Fiat-IVECO . According to
souces & Roman,"selious ngotiations ae
being caried out."

Rocar Wins Bus Contract

The ailing Romanianus and &n maler Rocar
receved a needed boostwn it ecenty won a
tender to delier 300 lnses to th&ucharest
Public Transportation Authority from uly
1997 to December 1998 'he compaw has lost
several other past tendgrbut this time man
aged to beaits main competitQIDAF Bus.
Rocar's n& bus model -- U412-260 -- boasts

ponents and deces,including cauges, metes,
staters, and elays.

Poland
GM Awards Stampings Suppf Contract

In July, Czech compayg VAB Rapotin was
awarded a stampings supptontract for
GM/Opel's new plant in Gliwice "After a
technical evaluaion, we decided thizathey are
the ight patner for us," GM's Cenal
European Pwhasing DiectorAchim Kuhne
told theCEAR. To fulfill its contractual olig-
ations,VAB has brmed a n& compary, VAB
Tychy, which will conduct opeations from a
new factor in Poland

VAB Tychy will supply 93 diferent midile-
sized stampings to GMdm a fctoy under
constuction in a fee economicane inTychy,
a tavn aout 35 km fom Gliwice The plant,
which will employ 500 peopleis expected to
be fnished ly the end of 1997 and fyllopee-
tional ealy in 1998. The compan will take
over two GM press lines thizare being disman
tled and tanskred to Pland fom GM's plant
in RusslsheimGemary.

UT Automotive to Build Wiring Systems in
Mielec

United Tedhnologies Comp.'s automotve unit
— UT Automotive — is kuilding a wiling sys
tems plant in the ¢tish city of Mielec Within
three yeass, the compan expects the ng plant
to geneete sales of ma than $100 million and
employ 500 workers. UTAutomotive curently
opemtes a wing systems assertybplant out of
Ford Motor Co.'s facility in Plonsk,Poland

Eaton Corp. Building Engine Valve Factory

Eaton Corp. is planning to bild an engne
valve factowy in Bielsko Biala Pland Valves
produced athe plant will be supplied tBiat
and other Ewopean manfactuers. Edon will

low fuel consumption and maintenance coists,invest $5 million in thedcility and emplg 150

built with mary foreign components (mainl
Geman),and costs some $150,000.
New Starter Production &t Electroprecizia

Electropreciziarecenty stated poduction of a
new 0.8kW stater, claimed to be "one of

the most competite worldwide." The compa
ny has also stéed pioduction of a lager 80A
altemaor, to fit Dacia's Nea range cas.
Electoprecizia is the leader in the Romanian
maiket for electomedanical automotie com

workers.

Delphi Purchases Stut & Shock-maker FA.
Kr osno

Delphi Automotive Systemssigned a letter of
agreement to puwhase a majaty interest in
Fabryka Amortyzatorow S.A. (FA.

Kr osno) the Polish mamfactuer of stuts and
shodks. Delphi plans to irest $90 million in
the compan
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Feaure Country Continued Fom pae 2

"This acquisition positions Delphi to immewily
suppot developing suspension niats in Cenl
and Easter Euope" said DelphiAutomotive
Systems Rysident JU. Batenbeg 11

Delphi will purchase the wnership inteest flom
National Investment Fund Magna Rolonia, the
lead shagholder in FA. Krosno,represented ¥
Chase Fund Mangement Polska.

Cument customey of FA. Krosno intude Fiat
andDaewoo. The compay also manfactues

The puchase of Bmar is parof Roulunds's
strategy to estalish a leading position in the
Cental and East E@pean gowth makets.
Roulunds also has mafactuing companies in
Denmak, the UK, France and Chinaand is
building a bake linings fctowy in India.

Hungary

Denso Building Diesel Injection Pump
Factory in Hungary

The &pan-basedenso Coporation is pour

ball joint and steéng components and suppliesng $100 million into a ne diesel injection

the aftemaiket. Approximately 2,000 emplg-
ees ae emplyed 4 its facilities locaed 240
km south ofWarsaw.

A/S Roulunds Fabriker Buys Clutch-maker
Fomar

On dne 11,1997,the Danish companA/S
Roulunds Fabriker acquied a conwlling
interest in Plish biake lining and tutch pro-
ducerFomar SA. [See CEARA/I. Il, Issue 7,
July 1997 ér more on mar]. The puchase is
a joint investment with thé®anish Investment
Fund for Central and Easten Europe
Fomar's emplgees will avn 15% of the ne
compary's shaes,and the Blish Ministty of
Treasue will hold 5%. The nev compay is
namedFomar Roulunds SA. Fomar has
about 500 emplgees.

pump factoly in Szkeskeherar. Constuction
of the fcility, Denso Marufacturing
Hungary Ltd ., will start in Octoberwith pro-
duction sbeduled to bgin in Jung 1999. At
full production in the gar 2000the compan
expects to maunfactue 180,000 pumps aoat
ly, emplgying 400 vorkers.

Hungarian Police Force Will Use Opel
Astras

Opel Southeast Euope Ltd. (successor to
Opel Hungary Distribution) has von a tender
for the suppt of OpelAstras to the Hungian
police force. Opel will delver 920Astras ty
the end of Mach 1998,a deal alued 4 DEM
25 million ($14 million). Built and customezl
at the Opel Hungry plant in Sentgtthad, the

cars will feaure special lampdioms,and com
municaion equipment.

OnAugust 1,1997,Ford Credit stated
financing opeations in Hungry. Ford Bank
Hungaria Rt., a subsidiay of Ford Credit
Europe is based in Bugsest. Poducts and
sewices ofered in Hunguy include wholesale
financing br deales. At a laer dde, retail
financing br nev and leasedehides will

be ofered

Czech Republic
Ford InvestsAnother $50 Million in Autopal

Autopal, a Ford Automotive Poducts
Opemtions plantwill receve a $50 million
cgpital infusion fom Ford to poduce Escar
class ehide lighting systemsdr export to
Ford plants in Sadous, Gemary and
Valencia,Spain.

The nev capital will be used ér a &cilities
upgade anddr nev equipmentjncluding
advanced plastic injection molding gsses
cgpable of molding in nultiple colos. The
investment will bing Autopal's emplgment to
neaty 3,200.

In addition to lighting systemsAutopal po-
duces air conditioner hosetamping dies,

injection moldsand poduction mahinery.

Continued on pge 18
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C

= DACIA: THE DARK SIDE OF
)INN THE ROMANIAN MARKET

DOMESTIC SALES CRASH ROCKS CARMAKER

R

Romania

At the end of 1996Dacia’'s CEQ, Constantin
Stroe, wamed:“In the long un, we cannot sur
vive unless a peerful foreign investor stps
in” Few, however, paid dtention to this

propheg.

In 1996 the Pitesti-based caalker bioke pevi-
ous poduction ecods with nedy 100,000
units made Sales of the slel-nosed Renault
12 licensed Dacia 1310 and 1400 modetsew
hot, with a thee month long witing list,and
buyers pging in adrance some 30-40% of the
$3,000-3,500 pee. And the compay had
cured the ills of its leest modelthe Nova.

more afordable models.

In April and May, however, the cisis hit full
speed Sales in theifst ive months of 1997
dedined to 34,000 units. Demand shk by
28% and g mid-May Dacia had a stdécof
some 2,100 car— a situdon the compay
hadnt expeiienced in the lasive years.

Crisis Management — Cut Production,
Boost Expolts, Squeez Suppliers

Dacias mangement — vell-trained duing the
previous cisis — reacted quikly to the thea.

Everything looked good and seemed to suppor The poduction pace as educed fom 420-

forecasts of a 3.4% qfit maigin in 1997.

These hight prospectshowever, proved to be
shot-lived Today, the mamfactuer faces a
severe ciisis, second onf to tha expetienced in
1991-1992 ween the compagnwas on the erge
of bankuptcey — although 6r different easons.
This time the poblem lies in the domestic mar
ket,where Dacia enjgs an @erwhelming 75
percent maket shae.

Storm Clouds Géaher; Domestic Sales
Plummet

Sales on the domestic rkat hare crashed pri-
maiily due to the austity policy enacted ¥
Romanias nav govemment wich took dage
in November 1996This poligy has led to a
severe dedine in the puchasing pwer of
Romanians. Somedislative measwegs — suh
as the stgefuel pice hike and the intsduction
of a 5% tax on ne cas to be usedof road
improvements — hae only worsened the sit
udion. “This tax vas initially to be g@plied
only on impoted cas;’ said weay Dacia
officials.

In the frst few months of 1997wvhen other
camalers sav their sales plummeBDacias
sales were stdle since thex were some
30,000 to 40,000 custonseon their vaiting
list who had alkead/ paid mong up-front.
Dacia also bené&éd from a migation phe
nomenon werby some ofDaewoo’s
low-end customer gave up tying to kuy the
$10,000 Cielo/Neia and etumed to Dacizs

430 units a dato 220 in ding and lage scale
maintenance and upding works, postponed
in the last éw yeass in oder to talke adiantaye
of the maket's feverish pacewere stated In
June workers were sent on a tavweek com
pulsorly summer holidga

Top mangement also stéad to bcus moe on
developing taditional eport makets,with
noticedle results:3,500 cas (1,000 Nogas)

will be exported to Egpt andTurkey, and
China — Dacias lagest export maiket, where
the compan sold duing the last decade some
80,000 cas — mg tum out to be ady pat of
the mangements plan to gport 25% of this
years pioduction.

Due to its high quality/pce ratio, the Nova
enjoys stong demand in seral Latin
American makets —Argentina,Peru,
Columbia,andVenezuela.The car has been
redesigned and

Month Units Exports

1/97 6,841 6,466 375
2/97 6,644 6,295 349
3/97 7,639 7,212 427
4/97 9,996 9,418 578
5/97 9,638 8,824 814
6/97 9,848 9,004 844
Total 50,606 47,219 3,387

*Domestic Sales irlade sales in the d&s on the teitory of the brmerYugoslavia.

Souce: Revoz dd.

at the curent exchange rate of some Lei
7,100/USD it sellsdr less than $4,500.

In order to penetite other gport makets —
Cental and Easter Euope induded — the
compayy is pushing hat to compy with the
tough Euopean evironmental egulaions. To
improve Nova’s fuel consumption andibg the
car into compliance with Earl & Il pollution
requirmentsgxported Novas will be pavered
by Peugeot XUD-9A engnes,and tests &
being made to intduce aBosc cental injec
tion system and bi-componenttalyser

Dacia has put @amendous @ssue on its
Romanian supplisrto slash pees. As a esult,
the compay was dle by mid-May to offer a 7-
8% piice discount on its passestgcas — the
first ever in the compayis histoy.

Foreign Partner?

Yet the most sensit issue ér Dacia is iihding
a foreign patmer. Discussions withHyundai
andRenault are undenay, and it's umored
that Citr oenis just aound the carer, suppot-
ed by the Minister ofTrade and Indusyr Calin
Popescuraricearu, a former Citoen dealer

Since outcome of theseguiations is still
uncetain, Constantin Stre (who in 1996 vas
“Romanian Manger of theYear”) is a fustrat-
ed man.“l would ask the gvemment people:
wha kind of foreign investment wuld they
promote if thg were in ny position?’he said
in June “Strategic or potfolio investment?
And if strategic, where should it come &m?
East oWest? And if I'm not &ble to find ary,
wha other conlusion could | daw, other tha |
am not qualied for this job?”

Catalin Dimofte (Bubarest)m

1997 Pioduction of Clios & the Revoz/Renault Plant in Slawvenia

Domestic Sales*
(local production)

Domestic Sales*
(imported cars and LCVs)
684

1,290

953

1,009

1,436

1,161

6,533
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Triple-A Rating
Means
Financial Strength

As one of the best-capitalized banks in the
world, we enjoy an excellent reputation for
financial strength and solid credit. No wonder
top companies all across North America call
on us to help put their strategic plans into
effective action.

BankS\ustria

Represented Throughout Central Europe’s
Fastest-Growing Financial Centers

565 Fifth Avenue, NY, NY 10017 (212) 880-1000
70 W. Madison, Chicago, IL 60602 (312) 263-6903

SEND USYOUR NEWS!

Make sue the auto industrheas &out your compay’s actvities in Cental Euilope Send the€ ENTRAL EUROPE
AUTOMOTIVE REPOR ™ your nevs &out:

recent and mmjected sales and guiuction fgures;

new joint ventues or coopetion egreements;

facility expansion plans (g. nev equipmentnew buildings);

business xpansion plans (g. nev makets,new products,nev suppy contiacts);
personnel banges;

recent svards, licensescettifications; and

upcoming companevents (eg. supplier cordgrences)

OoooOooodg

Fax, email, or mail your compary’s press eleases to th€ ENTRAL EUR OPE AUTOMOTIVE REPORT™:

By email:cetmlic@ibm.net

By fax:
United St#es:+1 (510) 927-2630
Toll Free US:+1 (800) 684-3393
Slovak Repubic: +421-7-361-085

By post: 4800 Baseline RdSuite E104-340Boulder CO 80303 USA

Make Sure Your PR & Mar keting People Sed& his: SendAlong a Copy of This Page toThem!




Recent and f orthcoming repor ts on the
automotive industr y from Auto Business Ltd

THE NEw GERMAN AUTOMOTIVE SUPPLY |NDUSTRY

Ownesship- Oganisaion — Outlook (3d Edition)

The Geman automotie industy has stged a emakable tumaound in the last tov yeass. A wave of eciting nev prod-
ucts,marufactuing rationalisaion, and a mog competitre deutshmaik have revitalised the Ganan manfactuers and
brought enaved conidence to the industrAt the same time bothehide and component mafactuers hae accelested
their globaliséion program in the USAChina,Brazil, France Hungaty, Poland Argentina,Mexico, SouthAfrica and
Thailand The eport looks @ wha has tianged in the Ganan automotie sectar Piofiles of 150 Gaman automotie

supplies. S@tember 1997. $800

THE AMERICAN CHALLENGE

Globalisagion and Noth Ameican automotie supplies in Euppe

In assocition with Union Bank of Switeland, Auto Business puished“TheAmerican Challeng: Globalisdion and the
growth of Noith American Component suppligin Euppe”in March 1997. The 330 pge report profiles the Euopean

presence of the genty leading Nah American-avned supplies in Euope and mps out vy and hev they have expanded
in the egion in the lastdur yeass. It indudes a sectat and gaographical anafsis of Noth American investment in

Europe $650

Contact Edrand Chev at
Auto Business Ltd

Rocott HousgEmlyn’'s Steet
Stambrd PE9 1QP England

Tel +44 1780 481 712
Fax +44 1780 482 383

emailAutoBusiness@compusercom Ltd

Society of Automotive Analysts

presents the

1998 SAA Automotive Outlook Conference:

Steering Through the Changes

Held in conjunction with the North American International Automotive Show

e Receive an exclusive Analyst Pass to NAIAS
e Attend the North American Car & Truck of the Year Award Presentations

When: Monday, January 5, 1998
Where: Cobo Center, Detroit

Hear top industry experts speak on the Outlook for
Automotive Stocks, Outsourcing, the 1998 Economic
Forecast, Sales Incentives and Brand Marketing
Trends, the Future of Automotive Retailing, and the
Internet for Sales and Research.

Become an SAA Member. SAA is a premier interna-
tional organization dedicated to individual professional
development and to the progress of the automotive
industry. SAA members enjoy reduced rates to the
Automotive Outlook Conference and other educational

opportunities; a quarterly newsletter; access to SAA’s
confidential Job Bank; a membership/networking

directory and more. If you are affiliated with OEMs,
part suppliers, advertising/PR firms, automotive jour-
nal and magazine publications, we invite you to join!

For information on membership or on the
Automotive Outlook Conference, please call
847/375-4722.
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New Car Sales in CENTRAL SUBSCRIPTION
Bulgaria: EUROPE OSR?ER; F?QRQ'\;'
gtlremboer
January - June 1997 AUTOMOTIVE &
. For Referrals
, REPOH- 0 Send afree copy to:
Producer Units Share
Aleko 0 0.00% Name
AlfaRomeo 0 0.00% Title
Audi 15  0.51% Company
Avia 7 0.24% Business Activity
BMW 5 0.17% Street Ad dress
Chrysler 11 0.37% City
Citroen 167  5.69% State
Dacia 6 0.20% Zip/Post Code Country
Daavoo 544 18.53% Telephone
Fiat 231 7.87% Fax
Ford 403 13.73% E-mail Ad dress
Honda 13 0.44% ONE YEAR SUBSCRIPTION - 11 ISSUES Subcriber s Will Be In voiced
Hyundai 160 5.45% [ Printed - Mailed 1st Class Air Mail, All Locations USD$250.00
lveco 1 0.03% [ Electronic - Delivered by Email in PDF format, All Locations USD$250.00
Jaguar 0 0.00% [J Analyst Edition - Special Email, additional data, All Locations USD$450.00
Kia 69 2.35% [JSend Me a Back Issue Order Form
Lada 173  5.69% Guarantee
Lancia 0 0.00% We guarantee that you will find the CENTRAL EUR OPEAUTOMOTIVE REPORT™
’ to be useful and informative. If you are not completely satisfied, you may cancel at any
Mazda 111 3.78% time and receive a refund for the unused portion of your subscription.
Mercedes 54 1.84% Advertising Inf ormation
Mitsubishi 6 0.20% [ I am interested in Advertising,
Nissan 26 0.89% Please Send a Rate Guide & Media Kit
Opel 163 5.55% Mail, Fax, or Email This Or der To:
Peugeot 146 4.97%
Renault 83 2.83% CENTRAL EUROPE AUTOMOTIVE REPORT™
2 0'0 o 4800 Baseline Rd., Suite E104-340
Rover 07% Boulder, Colorado 80303 USA
Rov Maesto 0 0.00% Phone: +1 (216) 843-9658
Sed 16 0.54% Fax: +1 (510) 927-2630
Skoda 135 4.60% Email: cetmllc@ibm.net
Suzuki 18 0.61%
Tofash 0 0.00% UK Subscriber s Send To:
Toyota 70 2.38% VP International
Red Hill House
0
Volkswagen 273  9.30% Hope Street
Volvo 28 0.95% Chester, CH4 8BU
TOTAL 2936 100.00% United Kingdom
Tel: +44 (0) 1244 681619
or
Souce: Moto-Pbhe GmbH. Fax: +44 (0) 1244 681617
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TIPS FOR SUCCESS IN CENTRAL EUROPE

STAY NIMBLE & THINK CREATIVELY

CENTRAL Success in the CeatrEunpean auto industis by no means guanteed Oppotunities dound lut the lusiness landspe is
iﬂ?g;%nv'z scatered with teps to snag the unvary. Compaed to theWest,projects mee along slaver in Cental Euiope there’s mind umb-
REPOR ™ ing bureaucagy to contend withsewvices ae scacer, languae bariers inhibit comnunicaion, and thee’s the constant ltite

against haits and #itudes left @er from decades of cealized planning The maket is far from eficient

I’'ve spolen with scoes of companies in the auto indystiroughout Cenal Euope from tiry third tier supplies to big ehide
marufactuers. Two traits shaed by the successful oneseaftexibility and excellent ppblem solving skills. The smarWesten
companies opeting in the egion know tha they cant force the squar pe of their ways into the ound hole of Cenadl Euopean
reality. Failure to ecaynize this esults in vasted timefrustition, and pobable deka. Here ae few instiuctive exkamples of the
comect way to overcome obstdes in Cental Euope

Cental Euopean baters ae renavned br their congstion and dradful delgs. Trucks wait in line for hous, sometimes dgs,
to get dearance fom a dour customsfidial. A waste of time and mowe Unavoidable, right? Think again. Other optionsxst,
sud as the oneoind ly VW Brétislava. Last yar the compan stated shipping ca from its factoly in the Sloak Repulic to

Jeffrey A. Jones Esq. . .
Editor-in-Chief Regensturg, Gemary by bage on the Dambe Some 20% of mduction is sent to Gerary by water and accoding to compay

cetmjaj@ibm.net officials, the stetegy is working out quite vell, even better thanxpected

A small plastic components maactuer from the US ecenty set up a Wwolly-owned subsidiarin Slovakia, just like the big
guys ae doing How did a small companwith limited resouces pull this df? They teamed up with the local teical unversity and actuajl opeste out of unver-
sity facilities. The compan is also helping the uversity deselop a plastics cuculum, providing needed tdmical expettise and ensiung for itself a steam of
qualified futue emplyees. Eerybody wins.

Eally this year Dawoo Automobile Romania as ficed with a ¢sis when its vorkers, stung ly high inflation, demanded thigheir wege contact be e-neyotiated
Daewoo resistedthe workers wouldn't badk dowvn. A dangerous stalemia What to do? Standgur gound until the other side was andisk a work stopping
stike? Gve in and pg wha they want? Daoo did neither It creged an in-house mespger to send its meggato the wrkers. According to Da&oo, this navs-
paoer was instumental in gtting the verkers to undestand Da@oo’s position and to pssue lebor union leaderto accpt mangements ofer. Uncorventional,
perhas, but gppaently effective.

Stay flexible. Think credively. These a essential tools to W in your bay when opegting in Cental Euope The poblems will kego rolling in, but those com

panies thalean to pary those poblems with cedive solutions will be left with mertime to tak ad/antaye of this make’s myriad oppotunities.
Continued in Future Issues

SELL YOUR PRODUCTSWITH AN ADVERTISEMENT IN THE CEAR
ADVERTISING RATE GUIDE FEATURE STORIES
Effective: May 1997 January 97 Poland
Black & White Ads in Printed Format, Full Color in Electr onic Format February 97 Bulgaria/Romania
Size inches cm 1x Price March 97 Slovenia/Austria
Display: Full Page 7.5x 10 19.05 x 25.40 US $1,280 April 97 Hungary
Display: 1/2 Page 7.5x4.75 19.05 x 12.06 US $750 May 97 Czech Republic
Display: 1/4 Page 4.95 x 4.75 12.59 x 12.06 US $400 June 97 Slovak Republic
Directory: 1/4 Page 3.70 x 4.75 9.39 x 12.06 US $320 July 97 Poland
Directory: Business Card 2.41 x 4.75 6.13 x 12.06 US $100 September 97 Romania/Bulgaria
Frequenc y Discount: October 97 Poland
November 97 Hungary
2-5x=5% 6 - 9x = 10% 10+x = 15% -
December 97 Czech Republic
N. America, Europe & Asia Czech & Slovak Repub lics
Ronald Suponcic Peter Zavodsky
From outside USA Tel.: +1 (216) 843-9658 Bratislava, Slovak Republic
Toll Free USA Tel.: (888) 206-3548 Tel.: [421](7)552-1059
Toll Free USA Fax: (800) 684-3393 Fax: [421](7) 361-085
From outside USA Fax: +1 (510) 927-2630 Email: cetmads@ibm.net
Email: cetmads@ibm.net
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ROMANIAN AUTO MARKET ANALYSIS

DESPITE OBSTACLES, PRODUCTION & SALES EXPANDING

Romania

At the end of 198%he level of motoization in
Romania vas lav — the passeray car pak
amounted to ol 1.2 million unitsfor a density
of 19.5 inhditants per carThis put Romania
last among the EasteEuiopean counies
(excluding the drmer USSR)compaed with
Bulgaiia’s index of 10 and thedrmer
Czedhoslovakia’s 5,not to mentionigures of 2-
2.5in the EC.

Local Production Can't Kegy Up, Used Caris
Flood In. Following the political bangs in
December 1983he Romanian automobile mar
ket exploded fueled ly the elease of pent up
consumer demandrhe suppf of locally made
vehides, however, failed to s#sfy the inceas

ing demand Actually, output wentdown ead
year bottoming out 875,000 in 1992mainly
due to pas and equipment suppliergitems.

After 1993,a recovety took placewith local
production eading 122,000 units in 1996
(98,000 passemrg cas). But the gcuum left ly
insufficient local poduction vas quickly filled
by impoits. Due to the lo buying paver of
Romaniansused ehides (especiajl from the
EC) flooded the maet, peaking &around
200,000 units in 1993This influx of used ehk
cles lesulted in a car pwith an aerage aye of
around 11.4 gas. Nav impotts, therefore,
remained lay for mary yeas.

This tend hanged after 1993. @alleling the
increase in local marfactuing outputsecond-
hand impais slaved so thain 1996 the amber
of newv vehides (localy marufactued or impots)
equaled theumber of second-hand imper

High Growth, But Low Quality. In the sgen
yeas following the opening of the Romanian
maiket, the \ehide pak practically doubed to
3.5 million, with passener cas gowing to 2.4
million units. Eab year duing this peiod, the
car pak has inceased ¥ about 10%with a
peak gowth rate of 13.1% in 1994. d&&sengr
car density has dpped to less than 10 irtia
tants per carAlthough a big bang, a gea
amount of potential demand stiltists.

One poblem with this gowth is tha the quality
of the gowth hasnt been athe same el as
the gowth itself. A large pat of the gowth was

due to the impdrof used
low value \ehides. To
shaw the quality of the
growth moe deaty, we can
make a compason with
another counyrin transition
— Poland In 1996,7.6 nav
passenegr cas per 1000
inhabitants vere registered
in Poland while the fgure
in Romania s ony 4.

“A 25-28% incease in
production is gpected
primarly due to Da@oo’s
assemty line getting up to
full speed New vehide
registrations ae epected
to gow by 15-20%.
Expotts ae pected to
jump by over 25094.

almost thee times as oth &
$76 per inhhitant.

The Future. For 1997 we
expect the Romanian niaat
to contirue evolving as it
has in the past. Despite a
bad starcaused ¥ high
inflation and nes road taes,
the maket is alead/ recor-
ering and thei§ures br the
first quater confrm this. A

Despite Difiiculties,
Mar ket Expanding. Economic dificulties,
associted with the anti-automobile pojiof the
former govemment,have limited the deelop-
ment of the Romanian automobile ketr But
the automobile sector seems to loeiishing
against all odls. Een if the most optimistic
expectdions hae failed to méerialize, there ae
encoueging signs.

Vehide production in 1996 jumpedyl32.8% to
over 122,000 piecesThe gowth rate for pas
sengr cas was 37.9%following a signifcant
increase in mduction & Dacia and theeping
up of Da&voo’s assenily line.

Imports ae sheving an @paent signifcant
deceasebut this dop has occued since the
most impoted \ehide —Daevoo’s Cielo/Neia
— is nawv assemled locally. The impots of all
other maks hae actualy increased  6.2% br
passengr cas and ly an &en lager pecentaje
for LCVs under 3.5 tons.

Sales of ne vehides in 1996 inaased % 25%,
with sales of n& passengr cas inceasing lg
18.2% to 97,000 unitsThe leader in the miaget
is Dacia,with a 71% shag; followed by

Daevoo with 23%,andARO with 3.2%. No
imported male has mae than 1% of the mket.
Skoda,with 447 units sold in 1996s the lead
ing impotted car Passengr car impaots amount
to gproximately 2,800 units.

The aerage pice for a nev car on the
Romanian maet is $5,970 (due to a & rum-
ber of Dacia ca piced a around $4,000),
while the @erage piice of a nev car on the
Polish maket is estimted @ $10,000. In
Romania$29.30 per inhaitant is spent on the
purchase of car, while in Foland theifyure is

25-28% incease in pyduc
tion is expected primairily due to Da@oo’s
assemly line getting up to full speed

Another 8-10% in@ase in ghide registrations
is likely, with new vehide registrations expected
to grow by 15-20%.

Expotts (low in 1996 11,500 units) & epect
ed to jump lp over 250% bllowing nev export
contracts br Dacia and the staof export actvity
by Daavoo. Impots, however, are not epected
to gow a sud a podigious iate, mainly due to
the slav dovn in commetial vehide sales.A 7-
8% gowth rate is most mbale.

This anaysis of the Romanian met was con
tributed ly Marius Cap, Director of the
Associgion of Automotie Marufacturers and
Importers =

INTERNATIONAL COLLECTIONS

Legal assistance withverseas collections o
a contingng/ basisworking with breign
law firms in over 100 countes in Euppe
Asia, and Lain America.

>

MICHAEL PRESTIA INTERN ATIONAL
Attorney and Counselortdaw

Fax invoices to:
601-868-6695
or phone:
601-868-6609
Gulfport, Mississippi,U.SA.

INTERNATIONAL COLLECTIONS
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COMPANY SPOTLIGHT

TIRE COMPANY AND SPARE PARTS PRODUCER

Romania

Company:  Tofan Grup

Location: Bucharest,Romania
Contact: Gelu Tofan, Owner
Business:  Tire Manufacturing and

Distributing
“Putting Romania on the Right Track”

This ambitious mission gtement belongs to
an equaly ambitious manGelu Tofan,owner
of Tofan Gup, a tire mamfactuing and dis
tributing compay. His is a tassic success
stoty, which began in 1991 wen the 30-gar
old Mr. Tofan was one of the 4,500 emptees
of the Romanian t& manfactuer,
Danubiana. He bought a second-handdk
and stated a tie distibution business —
Tofan Trans

The small lisiness gew quidkly and thee
yeass laer he opened Romansafirst moden
tire re-treading &cility — Tofan Reca.
Today, Tofan Recp regycles lory and tuck
tires,both on custometdemand and tlough
its owvn netvwork of deales who have solid
reldionships with tanspot companies.

Cash Cavs Fund Expansion. In 1993, Tofan
Grup was esthlished The compan focused
on tire trading and prduction and eskfished
a countywide distibution network. Both
businesses —FfofanTrans andlofan Recp —
turned into pofitable cash matines and soon
Mr.Tofan stated looking br other ivestment
oppotunities.

Sud an oppaunity came in thedrm of
Darubiana,Tofan’s former emplger, which

he took @er in December 1995ytbuying

51% of its stok from the Stee Owneship
Fund (“SOF”). The Buharest-based
Darubiana is the lgest of six Romanian &r
produces. The compay marufactues ties,
tubes flaps,and stipes br wheels and has an
anrual cgacity of 2 million ties. Actual pio-
duction in 1996 s dout 1 million units.

Darubiana is the leader in\s&al maket sey-
ments,including tires and tubesof
agricultural vehides and mauinery (60%
maiket shae), tires Pr lories and bses (50%

maiket shae), and ties pr trucks and ofroad
vehides, supplying both OEMs and the spar
parts maket.

“Danubiana has been aovihy acquisition due
to its signifcant eport potential. Expds —
mainly of tires br agricultural madinery —
to very demanding méets sub as the US
Gemary, UK, France Sweden,and lItay,
have increased fom $3 million in 1991 to
over $20 million in 1998, saidTofan. Under
Tofan Gup’s leadeship, Darubianas tunover
increased fom $73 million in 1995 to $80
million in 1996,while gross pofit doulded
over the same

petiod. According to the compayis kusiness
plan, output should gow by 50%,with
exports accountingdr the lulk of this
increase

“The tire industy [has] high enty bariers and
fierce competitiori, says Tofan. “If y ou dont
male & least $300-$350 million tnover per
year you're [in sefous toule].”

Consequeny in April 1997 Tofan Gup cut a
new deal with the SORaking over two other
Romanian tie mamfactuers, Victoria and
Silvania.

Victoria Soars. Victoria concentates on the
passengr car tie sgment vher it holds an
overwhelming 80% maeet shae. Its recenty
laundhed Montana lamd will be used Y
Romanian OEM customerincluding by
Daewoo for its Cielo/N&ia and Esper mod
els. The Montana kand will also be taeted
at the impotant hudget biand tie maket.

TheTofan Gup paid some Lei 135 billion
($30 million) for 51% ofVictoria's stok, but
Mr. Tofan isnt complaining aout the pice.
The compan achieved a tunover of Lei 159
billion in 1995,Lei 259 billion last yar and
forecasts 1997 taover & Lei 557 billion.

As for Victoria’'s piofits, they are ging
through the oof, totaling Lei 2.6 billion in
1995,Lei 3.7 billion in 1996and Lei 45 bi
lion this year Victoria has successfylitaken
advantgye of theTofan Gup’s extensve deal
er netvork.

Silvania Struggles. Prospects & not as
bright for Silvania,a mamufactuer of radial
tires or lorries and heay trucks. Although it
is Romanias nevest tie producer (staing
opetions in 1981)the compay has 1,400
emplo/ees,is highly indebted and has been
bleeding ed ink or some gais naw. The
SOF conditione®ictoria’s taleover with the
purchase of the mowyelosing Sihania.

“It' s going to be tough — @/ launtied a
heary investment pogram in those tlee com
panies — bt we’ll work it out, don't worry,”
saidTofan.

Today, Tofan Gup emplys 12,000 wrkers
and is the 26th Igest tie mamfactuer in the
world. The compan exported goods vorth
$50 million in 1996 and epects &ports to
total $75 million this gar and $100 million in
1998. The key for this expansion will be
focusing on sales of its iie poducts — &m
madinely tires and bdget biands — to the
US, EU, and Middle East.

Fresh Foreign Capital. Yet the big nes for
theTofan Gup came onuly 1 of this year —
Nomura International plc bought a 49%
stale in Tofan Gup for $60 million and will
arang devt facilities worth $40 million.
“Five yeas davn the pad I'm positvely sule
we’ll be [among] the top 20 &rproduces in
the world,” saidTofan.

Catalin Dimofte (Bubarest)

Company: Prems

Location: Brasos, Romania

Contact: lon Anghel, CEO
Business:  Spare parts manufacturing

and distribution

Spare Parts Manufacturer Strives to Sty
Number One

“Number one — thias what we've ailvays
been,and th&s where we want to stg,” said
lon Anghel, CEO of automotie spae pats
marufactuer Pems. Bunded bakin March
1990,Prems vas the if st poduction-orented
private compay in Romania.

From the \ery baginning the companenteed
a vacant maket niche — spae pats for the
auto industy — since stee-ovned companies
at tha time focused clusively on mamnfac
turing componentsadr the county’s OEMs.

Continued on pge 20
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4th INTERNATION AL CONFERENCE
ON THE AUTOMOTIVE INDUSTR Y
IN CENTRAL & EASTERN EUR OPE

R LOCALIZATION, INVESTMENT STRATEGIES, AUTO FINANCING, RUSSIA,
JUST A FEW OF THE TOPICS DISCUSSED IN VIENNA

Automotive industy leades cowerged in
Vienna br the 4th Intemational Conkrence on
theAutomotie Industy in Cental & Easten
Europe The conérence organized by The
Adam Smith Instituteattracted some 100 auto
motive mamfactuers, supplies, and
consultants.

Representéves flom companies siicas
Geneal Motors, Renault,ScaniaDaenoo,
Bertrand Faure, Johnson Contls, and Delphi
spole on a wideange of topicsjncluding the
staus of mamifactuers’ localizaion eforts,
strategies for developing local supplier (sut
as the EBRD» pioposal br a supplier deelop-
ment fund)developments in car leasing and
financing investment sategies,and brecasts
for the futue.

Quotes andxeeipts from some of the coaf-
ence speédes ppear belw.

*%k%k
“Sixty-percent of all puchased pas should be
sourced localy by the year 2000.Today we
are dose We ae & 45% alead). . .

Since ve stated [Cental Eulopean Puhasing]
in 1995,we've had damdic improvements in
performance fom our supplies. For the last 2-
3 monthswe ae in geneal sdisfied with what
our supplies in the egion suppy to us. . .

We put moe focus on hying systems and
modules. This requires an intgrated suppy
base’

Achim Kuhne Central European Puchasing
Director Genenl Motors

*k%k
“It' s solutey essential thiawe look or lower
cost components in der to meet the contin
ing pressue for reduced gcing from the
OEM'’s. Tha may mean ve hae to dose
[more expensve] Westen Eulopean plantsWe
expect to &port significant amounts of compo
nents fom places lik Cental Euiope . .

We've ot to develop theTier 1l supply net
work to be competitie. We've ot to impove

local industy quality. This is a ley issue.. .

By the time theules of the gme ae defned
the windavs of oppotunities ae dosed’

Graham Bell Director Marketing & Planning
Europe Delphi Automotie Systems.

*k%k
“We're going to star soucing in the CEFA
counties. Alread/ this year out of the 60 com
panies ve've met in Bland and the Gzh
Repulic, we hope to soge from a fw of
them ly the end of 1997 and giening of
1998

Erik Bemgelin, Manager, International
Soucing, Renault.

*%k%k
“We think in Pland and the Gah Repubic
there’s a suficient base ofWesten marnufactur
ers alead/ assemied to suppdr[development
of local supplies]”

Paul Shapiro, Principal Banler, EBRD

*k%k
“It' s an imporant pat of strategy to use
Cential Euope as anxg@elimental basgdoing
things you cant do in higher laor makets. . .

Local knavledge is citically important. If you
go toWarsav or Moscav, you'll miss out.
Everything has been decealized You've gt
to talk to local authaties”

N.E. GotbaumDirector Automotive Group,
Central EuropeTrust

*k%k
“We hare noted with concertha a gowing
number of countes esot to trade-elaed
investment measas sub as local content
requirrments and imptexport balancing
obligations. Sub provisions estict the com
mercial freedom of manfactuers tha wish to
trade and ivest in these counds”

Maik Sd&imahl,Automotive Unit R@resentéive,

European Commission
*%k%

“The Czd RepuHic is famous ér not povid-
ing incentves. Hopefuly, our govemment will
change this position in the near fueir

David Fojtnik, Czechinvest

*k%k
“In my opinion,Cential and Easter Euiope is
the most gciting maket challenge tha
European maufactuers hare had ér decades.
Right net to our taditional makets these e
markets tha used to belosed to usppen up &
a rapid pace. .

We believe in a doulbing of the total maet

[for heay trucks] in Cental and Easter
Europe fom todg’s range of 25,000 to 30,000
to between 50,000 and 60,0000day, the nav
truck maket is dominged by domestic bands.
Westen brands ae sold second handBut | am
cettain thda impoits will gradualy take a lager
patt of the nev truck maiket”

Urban Edtman,SeniorVice PresidentSales &
Marketing Euppe ScaniaAB

*kk
“Private leasing companies V&played an
unguestionble pioneeing role in the deelop
ment of the peonal carihancing maket [in
Hungary]. In product deelopment and Idty-
ing actvity they are good allies of banks or
bank-avned leasing companies. Majirthey
cover a diferent sgment of the mdet. . .

The bigyer leasing companiesytto estalish a
long-tem relaionship with one or mer of the
car impoters or tades. Therby giving the
trader or impaer the means ofrfancing the
goods without thelent having to raise funds
personaly. This helps to amga degree the sale
of the gods:

Laszlo Kvacs,Deputy Geneal Manager,
Daewoo Bank

*kk
“The ole of bank subsidigs and adw cg-
tives is almost dominarithe fve lagest
companies mduced 60% of the ole volume
of Czedh leasing in 1996The shag of bank
subsidiaies on the m#&et has gown to two-
thirds.Almost every domestic bank has
estdlished its leasing subsidiatAlso the ple
of leasing companies with artign paticipa-
tion is signifcant and almost dominaritheir
number is gowing year ty year They are intro-
ducing nev leasing poducts to the Gzh
leasing maket”

Jiri Kubicek,Managing Director CAC Leasing

Continued on pge 22
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Profile Contirued Fom Rage 1

CEAR: Romania has undegone mary
changes since Dawoo started operations
here in 1996,0ne of them being the election
of a new government. What's been wpur
biggest suprise during the past year?

Park: The macoeconomic situ@on in
Romania. Big banges,beyond ary forecasts.
Especiay after the gvemments announce
ment egarding the eform sthhemeswhich
included expedited pivatization, and plans to
reduce the gvemment deitit by cutting of
subsidies to big sta-ovned companiesThis
could bing enomous

unemplyment.

“Bank inteest etes hae
fluctuaed bgond aly-
one's imgination. For
big scale imestos who
intend to mak lage
import and &potrt trans
actions,a stdle
econony is the most
important thing
Exchange rates,interest
rates,and infation
should be stale.”

Due to all of this,
prices hae escalted
Gas pices hae [risen]
more than 200%.
Then people stéed to
feel like something
was talen avay, with
everything fluctuding
and dangdng. A wait
and see psymlogy
developed

CEAR: And that
doesnt bode well for
car purchases.
Park: Not only tha.
All industrial sectos
have the same [job-
lem]. Bank inteest ates hae fluctuaed
beyond aiyone’s imagination or forecasts.
For big scale imestos who intend to ma
large impot and &port transactionsa stdole
econony is the most impaant thing
Exchang rates,bank inteest ates,and infa-
tion should be stde. Ther’s so nuch loss
and damge. This was a big suyrise.

CEAR: Atfter the election, there was gea
optimism that Romania was ging to finally
tur n itself around. Things seem to hee
gotten worse Do you see imppvement
around the comer?

Park: This is a papd of transition. A peiiod
of difficulties, but it will improve. People ae
expecting it to. Bople ae waiting for eco
nomic impovement. Otherwisehey will not
wait quiety. The govemment said it needed
six monthsput alread/ six months hee
passed But | think thee’s an indiction of
more staility.

CEAR: You fir st came to Romania in
February 1996 to sole a labor dispute &
the new Daewoo factory. A five-year settle
ment with the labor unions was conduded.
This year, you've had more labor problems.
What happened?

Park:  In Februay, they changed their
minds. They wanted to disgard and evise
the 5-year peacegieement.At the beginning,
we refused since a couttt is a contict. The
five-year @reement should besgt. They
were so insistent andage us sub a had time
that we were obiged to discuss.

We asled them, Let us
know what is your piob-
lem. Wha do you want?’
And they said thabecause
the economic erironment
changed it lead to a sud
den decease in their
actual income Sy last
year the gerage [month
ly] net income \as $170,
but this year all of a sud
den due to the shar
devaluaion of the local
Lei, the average income
dropped to $90.They
demanded thave com
pensge them.

Our position vas tha we
are not manipuléng the
econony or inflation rate.
How can ve tale sut an enamous esponsi
bility? Ewverything rmust be &ir and
reasonble consideing the other indusl
sectos. We [told them]we hare no objection
to paying you a &ir salay, but we cannot pa
you doulbe or tiple
wha you nav ean.

So this kind of discus
sion contiued or four
months and then ev
reated an greement.
But the pocess s
very difficult.

CEAR: What kind of
agreement did yu
read with the
unions?

Park: Almost the same
agreement thiawe
made last gar We
tried to maintain the
salay level & 20-25% moe than the meareiue
for the vihole industy through the gar 2000

program?

“There was contimous
pressue from political
circles and the mass
media thawe were lag-
ging in adieving our
localizaion program.
This was entiely due to
a misundestanding We
are meeting the aginal

CEAR: And how does this nev level com
pare with the salaly level that was ayreed
to in 19967

Park: Maybe 5% moe. So we will maintain
this level throughout this gar and the ne
year Butin 1999we ae considdang a 6%
increase hove this amount.

CEAR: How did you adieve sut a seem
ingly favorable result?

Park: We stated to pulish an in-house mes-
paoer Through this neispaer, we explained
our position and the tianal econom. We
compaed hav we were better dfthan com
petitors, [discussed] the ditult econony of
1997,staed tha we didnt plan on [lging off]
emplo/ees,and @ve our pomises ér a better
future. In tha way, a cetain pessue mounted
and [the varkers] tried to push their laor
union leades to accpt the mangements ofer.

So e/en after the successful cdmsion of this
[labor] agreementwe contirue to [pulish the
newspaer]. Naw, in fact,we ae distibuting
it not only to our emplgees but to their ami
lies, local societiesand néionwide to
university libraries,the govemment,and
important politicians.

CEAR: The Craiova factory has been in
operation for about 1 1/2 years. Have you
seen an incease in the poductivity of your
workers?

Park: Yes. We provide monthy targets and
incentives to impove the taget. Targets br
quality and poductvity. For the months tha
[the workers] adieve the taget, they receve a
5% salay increase Last year they achieved
the taget for six months.This year they've
adhieved the taget every month. Our tagets
are tough but they
adhieved them.

We stated theVision 2000
innovation campaign and
we've set up arous po-
grams,sud as or cost
reduction,quality impiove-
ment,and poductiity
improvement. These thee
major pojects hae \arious
subgoups to suppothem.

CEAR: What have been
your biggest dallenges
this year in Romania?
Park: The most dificult
challenge was the lak of foreign curengy.
This is being esoled ky our avn export

12 September 1997 €ENTRAL EURDPEAUTOMOTIVE REPOR™™

© Cental EuopeanTrade & Maketing L.L.C. 1997

Use of content without permission is strictly prohibited. All rights reserved.



Profile Contirued Fom Rage 12

efforts. And duiing the frst half of this yar
we encountexd some laor and pulic
relaion [challenges]. These equired
credive gproades.

CEAR: The Romanian gvernment has
been pressuing you to localizz more of
your component purchases.What's the sta
tus of your localization efforts?

Park: There was contiious pessue from
political circles and the mass media thee
were lagging in adieving our localizéion
program. This was
entirely due to a misun
derstanding We ae
meeting the aginal
program.

CEAR: What percent
age of components
does Da&oo purchase
locally?
Park: Curently, 35%.
We will achieve 60% ly
the end of ne year

. two factoss”
CEAR: What is
Daewoo doing to
impr ove the local suppy base?
Park: We've biought hee Korean supplies,
one compay from Turkey, several companies
from Gemary, and one companfrom the
US. They are \ely interested in coopeting
with local supplies,in the orm of tedinical
coopestion or ca@ital paticipation.

In a couple of monthg Dasvoo subsidiay
compaury in Korea is @ing to irvest in
Romania to pyduce an impaant automotie
component.A greenfeld investment of mar
than $83 million.

And this year we invested $450 milliondr in-
house poduction of enmes and @nsaxles.
We will complete the [mject] by the end of
this year and w'll start production edy next
year We're using ansting shop - & took
out all the obsolete mhmely and ae
installing nev madines.

CEAR: Any other new investment in the
factory?

Park: It depends on the mket requirements.
If our production caacity will be inceased
from 100,000 to 200,000 unitkien we need
relaively small adlitional investmentsdr eas
ing ary bottleneks. This year our goal was

“Our own success
depends onports and
component localiz#on.
Those ae key factoss for
our intenaional com
petitiveness and suival.
Our entie eforts ae
almost centexd on these

80,000 [units]put due to the domestic niaat
slowdown, we revised our taget to 60,000.
Tha chang has been made edd).

CEAR: Any new production plans?

Park: Yes. We'll start to produce the succes
sor to the Espermodel,the Nubig, by the
end of this yar

CEAR: What are your production goals for
the Nubira?

Park: It depends on the mket ervironment.
We epect the if st years pioduction will be
around 10,000 units and in 199%wxpect to
produce aout 20,000
units.

We're also g@ing to po-
duce a successor model
to theTico, which we

call the M100 since pr
duction hasrt’even
stated in Korea. We will
stat production in lae
1999. This is a small car
We epect sales of
20,000 to 50,000 units
per year bgond the par
2000.

CEAR: What's essential dér your compa
ny’'s successwer the next five years?

Park: Our avn success ¢ends ongorts and
component localizeon. Those ag key factos
for our intendional
competitveness and
suwival. Almost all of
our eforts ae focused

on these tw factos.
Contractuall, we ae PLANT
obligated to &port 50%
[of production]. Pupyong, Korea
KunsanKorea
CEAR: What export Changwon, Korea
markets are you Subtotal
focused on?
Park: CEFTA coun Poland -(FSO)
tries, Russia,and the Romarlla
Balkan counties. Uzl?eklstan
India

) i Philippines
CEAR: What s.your Vietnam
strategy for trying to Indonesia
take more market Iran
share from Dacia, China
especialy with the Egypt
possibility that a for-
eign partner may Subtotal
soon be 6éund for Grand Total
Dacia? Souce: Daevoo

Park: We dont have ary special stategy.

The people wuld like to luy the Cielo. The
only problem is mong. Now, the pice gap

is so big thathe car is not &brdable. When
the time comessooner or lger, Dacias shae
will shrink. Ewerything dgpends on our cus
tomess’ purchasing pwer. No special tactics
or stiategies.

CEAR: So what you'd like to see a& more
companies ivesting in Romania,creding
more jobs,and helping raise Romanians’
buying power.

Park: Yes. Romania is a cougtwith huge
potential due to its lge populéion. So |
believe, sooner or l&er, more foreign irvestos
will come in. Then the people’purchasing
power will increase Our sales will also
increase | hope moe foreign irvestos, espe
cially those fom the EU counies,come to
Romania and dohimiss the best timinglf
they wait for all conditions to beaforable,
then it's too lde. m
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Daewoo’s Worldwide Car Production Goals

1997 2000 2002
500,000 500,000 500,000
300,000 300,000 300,000
240,000 240,000 240,000
1,040,000 1,040,000 1,040,00
125,000 400,000 500,000
100,000 200,000 200,000
200,000 200,000 200,000
60,000 210,000 210,000
10,000 10,000 15,000
10,000 50,000 50,000
10,000 10,000 10,000
50,000 50,000 50,000
150,000 150,000
20,000 50,000 50,000
585,000 1,330,00 1,435,000
1,625,000 2,370,000 2,475,000
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FOCUS ON INVESTMENT

INVESTORS WANTED: ROMANIA’'S EMERGENCY
FOREIGN INVESTMENT ORDINANCE

Romania

The long avaited Emeageng/ Ordinance egard-
ing Foreign Irvestment in Romania (“EO”) &g
released onuhe
16,1997. The

incentves intene
ed to entice
foreign irvestment
into Romania.

However, while
the intoduction of
the legislation is
to be congtulat-
ed as a necesyar
and welcome stp,
there ae a umber of cucial issues contained
within the lejislation tha requile intepretaion
and darification by the authdties.

Damien Gay

Some of the & incentves povided under the
EO ae discussed k&fly below.

Minim um Investments of $350,000Where
cash contbuted to the gaital of a Romanian
registered compan by a foreign investor consti
tutes & least 20% of the compgis registered
capital - kut not less than $350,000«feessed in
ary freely corvertible cureng/ or in Romanian
Lei) - the bllowing incentves ae available:

are available if foreign irvestment constitutes a
least 20% of the compygis registered caital,
but not less tha$200,000.

ordinance contains Minim um Investments of $5 million. In acti-

tion to the &ove incentves,further incenties
will be offered to Romanianegistered compa
nies where the cash &ctively contibuted to the
relevant compay's caital is equal to or igaer
than $5 million:

« the tax on prfits from the compayis “effec
tive tusiness'will be reduced to 15%of an
additional five (5) yeas after the initial tw
(2) year peiod discussedtmve; and

 the 50% eduction of customs duties on
imported maerials, consumales,spae pats,
or other similar items will bex¢ended kg an
additional thiee (3) yass from the initial tvo
(2) year peiod outlined aove.

These aditional incentves will, however, be
subject to dteria and conditions sebith in
standad rules issuedythe Ministy of Fnance
and the Romanian DelopmentAgeng.

These ules hae yet to be issued in theiinfl
form. The EO outlineshowever, that the gantk
ng of these atitional incentves would likely be
subject to an westigation concening the néure
of the irvestment being magdmmcluding, it

» exemption fom customs duties on plant and appeas from the EQan examinaion of opee-

equipment or kno-
how impotted into
Romania;

* a 50% eduction of
customs duties on
imported maerials,
consumales,spae
pats, or other similar
items which ae nee
essay to ensue the
opektion of the com
pary for a two (2)
year peiod from the
dae the compan
commences; and

 areduction of the tax
on piofits to 15% (fom 38%) or the frst two
(2) yeas of the comparis opeations.

net pofit.”

For Romanian companies dealing in indiastr
production and/or seites,the dove incentves

“An investigation of a po-
posed inestment wuld
focus on the amount of the
investment and mket sector
involved, the aility of the
compaly to pomote the
export of & least 40% of its
products,and the hility of
the compan to reinvest
anrually at least 50% of its

tions of the compan
seeking the incenes.

The investigation would
focus on sut mdters as the
amount of the ivestment
and the maeet sector
involved, the aility of the
compary to pomote the
export of & least 40% of its
products,and the hility of
the compan to reirvest
anrually a least 50% of its
net pofit.

At this staye, it is undear as
to haw all the citeria will be exkamined and
measued Consequeny] unless the standar
rules ae dear, the measwment of the majdy
of the citeria will be subjectie and will thee-
fore be subject to diiing intepretaion. Of

perhgs geaer concen, however, is the efer-
ence to einvestment of 50% of net iits and
the pomotion of the gport of & least 40% of
product. Cledy, these equitments mg gred-
ly reduce the werall economic benéfof the
additional incentves.

Acquisitions from the Stde Ownership Fund
in excess of $1 million.Incentives will also be
available for cetain foreign irvestments assaci
ated with the Romanian iwetization process
whetre the elevant considegtion paid br the
shae puchase is equalent to a minimm
amount of $1 million.

The six incenties aailable indude a eduction
of the pofit tax to 15% 6ér a peiod of five (5)
yeas from the &ecution dé&e of the shar pur
chase greement.

Again, these aditional incentves will be subject
to the citeria and conditions sebfth in stan
dard rules issuedypthe Ministy of Hhance and
the Romanian DelopmentAgeng (‘RDA”).

Withdr awal and Rgpayment of Incentives.
Ther is also povision in cetain cicumstances
for the cancelléon of FICs andapayment of
cash saings obtained under the incess po-
vided under the EQIn adlition, the EO also
provides br the etun of incentves where either
the relevant Romanian compguis liquidaed
within a cetain time peiod, or the breign capi-
tal in the elevant compaw falls belav the
required mininum limits.

Advertising/Promotion Expenditure. One
major concession made in the EO igtha
Romanian companies witbreign investment
may now claim as a deduction the costs of all
expenses incued in espect of agettising, pub-
licity, or promotion of their ppducts or setices.

The wording of the EQhowever, is extremel
undear with lespect to Wwether this concession
only gpplies to na/ly formed breign irvest
ments (i.eformed after the @plication dde of
the EO),or whether this concession snandeed
be adoptedyall companies hich have a level
of foreign investment in Romaniaggardless of
when thg were formed In adlition, the legisla-
tion is also uniear as to \wether theelevant
advertising must be elaed to poducts vhich
are maufactued in RomaniaWith hope a
clarification will soon Dllow.

This months Focus on Imestment columnist is
Damien Gay, Tax Manaer a Deloitte &
Toudhe'’s Buharest,Romania dfce. =
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S MULTIPLE INVEST ORS & CREATIVE
a FINANCING SEAL DEAL IN R OMANIA

5 QUESTIONS

R

Romania

On April 18, 1997,the Romanian-Ameican
Enterprise Fund (RAEF) announced ttahe
Fund’s Major Transaction Pogram, SA.,
Muller Machines, Petrotrans SA., and
Connecticut Manufacturing Compary
International Inc. had jointly invested in a
new Romanian joint-stdccompag named the
Connecticut Manufacturing Compary SA.
(CMC) based in BacalRomania. CMC is
targeting the*3-micron precision” sggment of
the tydraulic parts and assenties maket for
vehides.

Dr. Horia Manda is an isestment dicer with
the RAEF Wio led this imestment pject to
its successful cohgsion.. He spakwith the
CEAR about the details of theansaction.

Question 1:How did this deal et started
and when did the RAEF et involved?
Answer: In Sgptember96, our ofice in
Washington \as gproaded ly Mr. Val Luca

Question 2:What problems did you
encounter while setting up this deal and
how did you sohe the problems?

Answer: The main poblem in setting up the
deal vas thathe shag in the companwhich
could be obtained tbugh mangements
financial esouces vas ether small so thano
investor could be coroftable with the deal.
However, the poject was still \ery attractive,
even with this veaknessso solutions came
quite quikly:

RAEF poposed a shargprecidion borus
for the mangers/piincipals (basicajl, a per
formance basedhae compendion plan).

We also adised them to tract other potential
investos. They brought in a Romanian com
pary tha contibuted the land and theuitding
and immediaely after tha, a Swiss matine
tools compan decided to imest in CMC. The
Swiss compayis also contbuting its \alu-

and Mr Florin Vomicelu who had a plan to set able expettise in the ield and even moe, they

up a manfactuing compag in Romania.
The compan was designed to pduce high
precision component®f hydraulics.

Even though RAEF iseqy cautious with star
tups,the poject was well receved from the
beginning as it [vas dear] tha CMC'’s piinci-
pals had localied a gowing maket and thg
succeeded in puttingdether all the elements
to crede a competitie compam.

Mr. Luca,through his Connecticufrade Co.
(CTC), undetook to souce high pecision
paits mamufactued by competent Romanian
companiesdr global lydraulics supplies.

His expelience pointed out not onthe mar
ket potential and the skills of the Romanian
work force but also major waknesses in the
stae-avned companies.

Analyses demonsdted tha a pivate enter
prise, combining a skilled wrk-force with
up-to-dde equipment and modemanae-
ment,can be not oyl profitable but also has
tremendous i@wth potential. We thus signed
an greement in gnciple in December 1996.
In August 1997CMC will statt marufactuing
the frst pats.

decided to help magament ly baking them
with a loan.These arlangements impoved
consideably the stucture of the deal andage
comfort to every paty.

Question 3:What was the lkey to bringing
all the joint investors together and getting
them to agree on hev the compary should
be set up?

Answer: One ley was the rcellent quality of
the poject poposed b the pincipals.
Another ley was a cedive and equitale
financing stucture. It is inteesting to note
that the irvestos’ decisions to pdicipate were
only enhancedythe deal strcture, not
dependent upon ifThey simply liked the po-
ject and decided to join the team with tirenf
belief tha a balanced solutionauld be
worked out. Br instanceone of the consuit
ed «petts in hydraulics,after stuging CMC'’s
plans,asled if it would be possile for him to
invest in CMC.

By being baked ly the US Geemment and
having a stong pesence in Romani&AEF
became the riaral arbitator of the entie
deal and this @/e also a dgree of combrt
to all investos, lowering the deaB intena
tional risk.

Question 4:What unique financing tech-
nigues were used to set up this deal?
Answer: Our need dr protecting the inest
ment and the scaity of financial instuments
in Romania érced us toifid innovative weys
and Il give you just one xample Ther’s no
prefered sto& deined under Romanianva
which is the instument ve prefered for
financing a staup.

Finally, RAEF decided thathe most impdant
pat of its contibution would be a cowvettible
lease This type of imestment is secad by
the equipment itself and it@le can be con
verted into equity (ka pemium) in a gven
petiod of time This stucture came up ra-
rally, when ve tried to dve an adequa
anaver to the isk-reward challeng raised ly
the deal.

Question 5:What's CMC'’s strategy for
marketing its products?

Answer: First of all, CMC intends to xport
most of its poduction. The compan is huilt
around CTCS alead/ existing maket which
includes global fddraulics OEMSs. This
approad males CMC sad from the fuctua
tions of the EastaerEumopean méaet and
also legps the companunder constant ps
Sure to lee its tetinology and mangement
at the highest standds. CMCS manage-
ment did a god job of comincing all
investos &out the need to equip the plant
with the ldest equipments

Bucharest Motor
Show Gets Respect

Some 100-120 auto indugtcompanies &
expected to tad pat in the October 3-12
Bucharest Intenaional Motor Shav, includ-
ing BMW , Mitsubishi, Ford, Toyota,
Mercedes Nissan Fiat, andHyundai. For
the frst time in its 5-gar histoy the sha
has @ined intenaional recaynition with its
inclusion on OICAs 1997 gent list.

“Provided everything goes vell, the
Romanian she will preseve this intena-
tional staus every odd year altemdively
with Athens,Greecg’ said Rwl Stiaucu,
the Chaiman of theRomanian Camakers
and Car Importers Associdion. The shav
will be opened in Butarest on October 2-3
with the Geneal Meeting of OICA.
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Top 10 Car Selles in Poland ,
(YTD June 1997) New Car Sales in Bland: YTD June 1997
Compared toYTD June 1996

Make Volume Market
Share
1 Fiat 90,522 34.52% Sales Change (%) Mar ket Share
2 Daewnvoo 65,679 25.04% (units) (%)
3 GM-Opel 22,848 8.72%
4 Renault 13,872 5.29% Producer 1997 1996 1997 1996
5 Skoda 11,453 4.37%
6 Ford 10126 3.87% LOCAL PRODUCTION & ASSEMBLY
; \Slgliwagen 3*%(7)8 g-ggfj’ Audi 29 0 100.00% 001  0.00
. 0
’ D 61,395 40,201  52.72%  23.41  20.00
9 Peugot 6,198  2.35% F‘a?N ” 87,179 69,155 26 060/O 3325  34.40
10 Citroen 5960 2.27% 1@ ’ ' O ' '
Ford 4,788 3,208 49.25%  1.83 1.60
Souce: SAMAR s.c GM-Opel 5836 2,328 150.69% 223  1.16
Peugeot 13 153 91.50%  0.00 0.08
) . ) Sed 2,462 0 100.00%  0.94 0.00
New Commercial Vehide Sales in Bland: Skoda 11453 7180  5951% 437 357
YTD June 1997 Compaed toYTD June 1996 Tavrija 0 875 -100.00% 0.00  0.44
VW 1,006 0 100.00%  0.38 0.00
Total L.P. 174,161 123,100 41.48%  66.42  61.24
Sales Change (%) Mar ket Share
(units) (%) IMPORT
Producer 1997 1996 1997 1996 Alfa Romeo 693 132 425.00% 026  0.07
LOCAL PRODUCTION & ASSEMBLY Audi 159 153 3.52% 0.06 0.08
_ BMW 217 183 18.58%  0.08 0.09
Citroen 1,825 928 97.08% 7.04 4.17 Chysler 353 338 4.44% 0.13 0.17
Daevoo 8,415 8,159  -21.38% 2474  36.74 .
! ' ' Cit 5960 3,123 90.84%  2.27 1.55
Fiat 2,616 2,853  -8.31% 1009  12.85 rroen °
Daenoo 4284 2124 101.69%  1.63 1.06
Ford 1,191 731 52.93% 4.59 3.29 - 3243 18120 77 89% 197 25
Daevoo 6,493 5376  20.78% 25.04  24.21 iat , ’ ~1.89% : :
Motor PI. Ford 5338 2,732 95.39%  2.04 1.36
LDV 77 77 0.00% 0.30 0.35 GM-Opel 17,012 12,235  39.04%  6.49 6.09
Mercedes 941 444 111.94%  3.63 2.00 Honda 4911 2,901 69.29%  1.87 1.44
Skoda 812 0 100.00% 3.13 0.00 Hyundai 692 784 -11.73% 0.26 0.39
VW 552 463 19.22% 2.13 2.08 Jaguar 20 14 42.86% 0.01 0.01
Lada 299 669 55.31%  0.11 0.33
IMPORT Lancia 123 83 48.19%  0.05 0.04
Citroen 622 278 123.74%  2.40 1.25 Mazda 235 0 100-002/" 009 0.00
Daenvoo 0 0 0.00% 0.00 0.00 M-erce(‘ies- 153 75 104.00% 0.06 0.04
Fiat 103 416 -75.24% 0.40 1.87 Mitsubishi 299 88 239.77%  0.11 0.04
Ford 343 142 141.55%  1.32 0.64 Nissan 4,697 2,040 130.25%  1.79 1.01
GM-Opel 552 423 30.50% 2.13 1.90 Porsche 3 1 200.00%  0.00 0.00
Hyundai 158 52 203.85% 0.61 0.23 Peuggot 6,185 4,214 46.30% 2.35 2.10
lveco 384 719 -46.59%  1.48 3.24 Renault 13,872 14,418  -3.79%  5.29 7.17
Eg‘v 342 (2)98 618670?% 8-88 é-gg Rover 901 857 513% 034 043
e - - Sad 28 49 -42.86%  0.01 0.02
Mazda 0 0 0.00% 0.00 0.00 sZa 5644 5410 4.33% ’ 215 2,69
Mercedes 271 4 6675.00% 1.05 0.02 o ’ ’ poss : :
Mitsubishi 1 2 -50.00%  0.00 0.01 Skoda 0 0 0.00% 000 000
Nissan 54 18 237.50%  0.21 0.07 Ssangong 43 58 -25.86% 002 0.03
Peugpot 958 53 1,709.43% 3.70 0.24 Subau 0 0 0.00% 0.00 0.00
Piaggio 18 0 100.00%  0.07 0.00 Suzuki 909 756 20.24%  0.35 0.38
Renault 651 352 84.94% 2.51 1.58 Tavrija 0 0 0.00% 0.00 0.00
Sed 83 1 8,200.00% 0.32 0.00 Toyota 4,455 3,044 46.35%  1.70 1.51
Skoda 0 0 0.00% 0.00 0.00 Volvo 415 337 2315% 016 0.7
Suzuki 0 0 0.00% 0.00 0.00 VW 6,764 5,803 16.56%  2.58 2.89
Toyota 314 201 96.22% 121 0.91 Total Import 88,058 77,918  13.01% 3358  38.76
VW 256 223 14.80% 0.9 1.00 otarimport €8, ' R ' '
0,
Total Import 5,011 3,180 57.58% 19.32 14.32 TOTAL 262219 201,018  30.45% 100,00 100.00
TOTAL 25,933 22,209 16.77% 100.00  100.00
Souce: SAMAR s.c Source: SAMAR s.c
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ROMANIA OFFERS CUSTOMS, VAT
& EXCISE TAX EXEMPTIONS FOR CARS

TAX, CUSTOMS, & FINANCE REVIEW

Romania

1997 Customs Duties oWehides. The
Romanian Customgaiiff provides the 1997
customs dutyates on the
importation of various
types of ehides.
Different rates goply
depending enme cgack
ty, vehide age, other
technical dhamacterstics,
and county of origin.

Reduced customs duty
rates or @emptions hee
been intoduced puwsuant
to Associdion
Agreements signedytRomania with the EU
and the EFA (ratified by the Romanian
Pariament on GApril 1993) and pwuant to
Romanias obigations under the Cerat
European FeeTradeAct (ratified on 12April
1997).

The basic 1997 customs dutyate for
imported cars is 30%. Reducedates of 21%
or 24% and xemptions gply to impoted cas
with endnes lager than 3,000 cc @inating
from the EY EFTA member stees,the Cz2dch
and Sloak Repulics, Poland and Sleenia.

The customs duty is calctéal based on the
customs wlue esthlished in accatance with
the GAI'T Agreementfo which Romania has
been a conacting paty since 1971.

Incentves aailable under theecenty issued
Foreign Irvestment Gdinance pply to foreign
cash ivestments of $350,000 (anepresent
ing & least 20% of the gétal). These
incentves indude, among other things cus
toms eemption br assets impoed and
contiibuted in kind or pwhased fom a
finance &cility opened or guanteed i the
foreign investor

Customs commission.A customs commis
sion of 0.5% fom the customsalue is gplied
to all impoted and eported poducts. The
commission iseduced to 0.25%of products
imported from or &ported to EU EFTA, and
CEFTA membes.

The commission is pable to the Customs

“Vehides or tanspotation
equipment impded by a
Romanian lgal peson
and/or its subsidiggs ae
exempt flom VAT if they

are contibuted in kind ly a
foreign investor to the shar
cepital of the compayr’

Offices br deamnce brmalities perbrmed br
import and &port companiesThis fund will
be used to modeize the
Romanian customs irgr
structure.

Value Added Tax. Goods
imported into Romania ar
geneally subject tovAT at
the Customs Qice. The
geneal rate of 18% is
applied to impoted cas.
The 18% is pplied to the
sum of customsalue
customs dutycommission,
and cise if any.

Vehides or tanspotation equipment impded
by a Romanian Igal peson and/or its sub
sidiaiies ae exempt fom VAT if they are
contibuted in kind ly a foreign irvestor to the
shae caital of the compayor puchased
from a fnancing &cility opened and guan
teed ly the foreign irnvestor in &vor of the
comparyy.

ExciseTax

A 50% ecise tax is leied on impoted tavn
cass (induding impoted used tan cas) with
engne cgacities @er 1,800 cc The ecise
tax is pgable to the Customs @i€e & the
same time customs duti@é\T, and commis
sion ae paid

Different excise tax ates gply to the impota-
tion of fuels and diesel fuels.oFcetain types
of gas,the rte is 15%,13.5% br unleaded
gas,and 6% or diesel gs.

New and used ton cas with engne caacities
over 2,000 cc impaed ky foreign investos in
Romania thiare contibuted in kind to the
cgpital of the compay) or acquied out of the
cash contbution to the social gital or to ay
increase thexof ae exempt flom the &cise
tax.

Road Tax. A RoadTax was intoduced on 1
Jarualy 1997 to ceae a special pule road
fund, eamarked for Romaniangad epairs.
The curent iate for impoted \ehides is 5%,

applied to the customsalue and pgeble & the
time of impot. The oad tax ér impoted
fuels is 25%.

This months Tax, Customsg& Finance Reiew
columnist is Ghriela Radua Customs
Consultant in th@ax Department of Pice
Waterhouse in Butarest,Romanias

1997 Romanian Customs

Rates for Impor ted Cars

CN Code Desdgption EU Poland
Spark-ignition inter nal

combustion piston engnes

8703.21 Less than 1,000 cc:
8703.21.10 New 30 21
8703.21.90 Used 30 24
8703.22 1,000 cc to 1,500 cc:
8703.22.19 New 30 24
8703.22.90 Used 30 24
8703.23 1,500 cc to 3,000 cc:
8703.23.19 New 30 21
8703.23.90 Used 30 24
8703.24 Ceder than 3,000 cc:
8703.24.10 New 30 ex
8703.24.90 Used 30 ex
Compression-ignition intemal
combustion piston engne

(diesel or semi-diesel)

8703.31 Less than 1,500 cc:
8703.31.10 New 30 21
8703.31.90 Used 30 24
8703.32 1,500 cc to 2,500 cc:
8703.32.19 New 30 24
8703.32.90 Used 30 24
8703.33  Geaer than 2,500 cc:
8703.33.19 New 30 21
8703.33.90 Used 30 24
ex = exempt
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Feaure Countly Continued Fom pae 3

Sales br 1997 ae expected to be $109 mil
lion, and ae expected to gow to $285
million by the year 2000.

Aluminum Producer Shava to Build
Factory in Czech Republic

Showa Aluminum Corporation (SAC)
announced plans toviast $22 million into an
automotve components marfactuing facili-
ty in the Ce2ch Republic. "Shava chose the
Czedh Repubic among other Ewpean coun
tries for its global ivestment kmate and
strategic position," said lhiro Anzai,
President of S&.

The nev compary, Shova Aluminum Czech
S.r.o., 100% avned ly SAC Japan,will be
built on a 7.4 hectarsite in Kladno.The
plant's frst phase will imolve monthy pro-
duction of 40,000 condensefor automotve
air conditiones. Full ppduction will bejin
in January 1999 with 150 emplygees.

The plant will be SE's irst Euopean mau-
factuing facility dedicéed to automotie
patts. The compan currently has plants in
Japan,the US andThailand

Slovakia

Ford Focusing on Sleakia for Components
Purchasing

Ford is scouing the Sleak auto components
mairket for nev supplies. "We believe tha

the potential of the local indusgtis outstand
ing and epresents the initi@on of a long
lasting patnership with the Brd Motor
Compaly which will improve Slozak

exports,” said Brd Puchasing Manger
Stefan Tyrpak.

As of mid dly, Ford has made contacts with
30 Slovak supplies, including Kinex, Sads
Trnava, VAP Presw, Vegum Contitech, and
Metalsint.

VW Br atislava Investing in Nev Plant &
Equipment

Volkswagen Bratislava announced inuly
that it will invest DEM 124 million this gar
into new buildings and equipmenbdf produc
tion of Pass&s and a ne@ Golf model. The
compan recenty stated pioduction of the
Pass#s since poduction caacity & VW's
Europe factoies cannot désfy curent

demand dr the popular carVW Bratislava
also plans to inease its wrkforce ty 1,000
in 1997.

Dacia Prepares br the Third Milennium

By the end of 1997 Dacia will staproduc
tion of a nevly designed model in its Na
range. By October the comparwill start
preparations to launhb its nevest carcode
named D33The poject has beenlassiied
as top seat, but the mangement taims the
D33 is ging to be‘the Romanian car of the
next millenium’ m

A total of 34,600 Golfs anddBs#s will be
produced &athe Bratislava factoly this year
Production lerels for 1998 ae not yet knawvn.
"We don't knav yet ébout poduction br next
yeat" VW Bratislava's PR Manger Dusan
Marusak told theCEAR in July. "It changes
every day."

Sadis Trnava Invests in Nev Machinery for
Torque Corverters

CENTRAL
EUROPE
AUTOMOTIVE
REPOR™

Sadis Trnava is investing DEM 10 million
($5.7 million) in nev madinery to produce
torque conerters for bus and tck applica

tions. When poduction stas net year the
compary expects a gaty output of 25,000
corverters, Geneal Manaer Reter Doll told
the CEAR.

To See
the

The Slwakia factoly curently produces pas
senger car and tick marual dutches; yeaty
production is 600,000 units and 50,000 units
respectiely. About 300,000 passeagcar
clutches ae supplied t&Skoda, automobilo-
vain the Cad Repubic, representing 100%
of the camaler's needs. ShsTrnava has
receved a quality ceification from Sloda or
the last thee yeass, is ISO 9000 cdified, and
expects to be QS 9000 ¢iéred by Februaly,
1998,said Doll.

World ...

See
Kollander!

Kollander World Travel

Family owned since 1923,
the Kollander name has
become Northeastern Ohio's
quality travel service!

The compaw, opesting in Slovakia since
December 1993%urently has 290 empio
ees,and epects to gpand to 400 empiees
by the end of net year

Corporate Travel Experts

Vacation and Specialized

Group Department
Slovenia

Call our agents for any
destination of your choicel

* Europe *
* Caribbean *
* Australia *
* Cruises *
* Ovar 73 Years Exparience *

Filtr auto Buys Donit Hlter

Slovenian flter-maker Donit Filter has been
purchased b the Fenth compan Filtr auto.
Filtrauto puchased the compgrfrom the
Slovenian pivatization ageng/ for an undis
closed sum.The Fend compag plans to
invest $11 million in Donit wer the ng&t
three yeass to upgade aisting tehnology
and to futher develop flter production,espe
cially car flters. Donit's main customeiae
BMW, Audi, andSkoda. Turnover in 1996
was almost $10.5 million[for more on
Donit, see CEARMDI. |, Issue 4 September
1996]

— ey

Since 1923

KOLLANDER
World Travel

871 E. 185th St #+ Cleveland, OH 44119
(216) 692-1000
(800) 800-5981
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The Souce For Automotive Information On Cental Europe™
On The Web at http://www .cear.com ™

Don't Be Left Behind . Get Listed on the "Expert" and "Supplier" Directories at

http://www.cear.com™ and http://www.autoindustry.com™ and gain a Competitive
Edge in Central Europe. (Directories become active October 1997)
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Co. SpotlightContinued Fom page 10

Quick Growth. Prems staed with ony 8
employees,marufactuing medanical spa
patts for Dacia cars and varking on le-condt
tioned mahine tools. The compay enjoyed
tremendous gwth and ly the end of 1996 its
ranks svelled to wer 950 emplgees.

Turnover has also signdantly increased fom
Lei 23 million in 1990 to wer Lei 65 billion
(DEM 18.2 million) in 1996.The compan has
manaed to abieve piofit mamins of dout
10%,with most of the prfits being e-invested
Automotive spae pats mamfactuing and dis
tribution accountdr over 80% of its tunover.

An extensve range of spae pats pioduced 6r
Dacia accountdr the lulk of Premss husiness.
These pas indude cankshaftspeaings, ball
joints, engne setscamshaftsbody paits, car
riages,suspension and diction elementand

cold etrusion pats. Pems has immved some

of these pds from their orginal license giving
the compay a small pice pemium wer the
competition.

Expanding Markets & Focused on Quality
Prems,however, has also xpanded into the
spae pats maket for other cas, sud as the
Fiat-licensed Russian-madéada, Skoda,

Citr oenlicensedOltcit, as well as br lomries
(Roman, Saviem), trucks (ARO), and luses.

Exhibitions, Conferencesand Shows in 1997 & 1998

Prems has also entt some xport makets
with Russia anking frst (Svarz Dizel), France
a dose secondSimel Group andFinhal
Group), and the US tha (PCI andJobbers).
As pat of its cautious diersification stiategy,
the compan also eports upon oder electical
engneeling components and mie&nical pais
to Austiia (STG Stich GmbH andFerdinand
Blaho GmbH) and Gemary (Sebold
Maschinen, Bode Panzer, andSiemens. In
1996 &ports accountedadr 11% of tunover.

maiketing Although Pems has ented into
some alliances with local digiutors in
Romaniajt has beenather slav to deselop its
own distibution netvork. The mangement is
looking for foreign patners who could tak
advantgge of Pemss stae-of-the-ar produc
tion cegpabilities and either m&et the
compary’s pioducts aroad or outsowe their
own products fom Romania.

Catalin Dimofte (Bubarest)m

“High quality is a nust for penetating export
maikets; said Mt Anghel. “We've heaily
invested in ader to keg quality as high as
possilbe, thus we can dffer very good guaan
tees br our poducts andead a 1/1,000dult
rate” The compan recenty invested into an
aluminum foundly and a sophisti¢ad ulta-
sound quality conti system. By the end of
1997 Pems hopes tottin ISO 9001 ceifi-
cation.

Although the companis not an OEM suppli
er, “we were degly saisfied when one of
Dacias lage export customes asled tha the
spae pats sto& should bear our ademak,”
said Mt Anghel.

Mar keting & Distribution: Help Wanted.

Due to its stong poduction orentaion, the
compary’s biggest weak point is in the so-
called“soft man@ement’area — especiall

Excellence is more than giving it vour best shot)
CB Commercial is North America’s
leading diversified real estate services
company, These services include
Leasing, Purchases & Sales, Location
Analvsis, Market Research, Appraisal,

and Project Management

‘*‘- r—rr

CB Commercial Cleveland
Dawid Browning
Samar VP F.1.1'1.'-_|-';|.||!; Cficer
Mike Howard
Senior Industnal Assocate
200 Public Square, Swite 28-4000
Cleveland, OH 441142301

fele [216) GET-1800
fam. {216) J83-BAGE

Bucharest,Romania Herald Tribune Romanian
Investment Summit

1997 Oct. 29-30

Sept. 1 Milan, Italy Autopromotec

Sept. 1 Lyon, FranceSalon Intl de I'’Auto Nov. 11-12

Sept. 3-7 Nitr a, Slovakia Int’l Exhib. of Passengr Cas, Trucks, ~ NOV- 1
Utility Cars, & Accessoies Nov. 15-23

Sept. 11-21  Frankfurt, Germany Autotednica Nov. 18-22

Sept. 23-27  Sarajevo, Bosnia Auto Shov Nov. 26-30

Oct. 1 Katowice, Poland Autosalon Dec 4-5

Oct. 1-5 Budapest,Hungary Budgest Motor Sha

Oct. 2 Bucharest,Romania OICA Geneal Assemlty

Oct. 2-3 Waraw, Poland IBC Automotive Components Dec 6-14
Industy in Easten Euope & Russia 1998

Oct. 3 Bucharest, Romania RomaniarAutomotve Jan
Development Brum ’

Oct. 2-12 Bucharest,Romania 5th Int'l Bucharest Motor Sha Ll e

Oct. 14-19  Bucharest,RomaniaInt’l Technical Rair Feb. 23-26
(incl. automotve companies) Mar.

Oct. 15-20  Paris, FranceEquipAuto ‘97 Mar. 5-15

Oct. 17-22  Kortrijk, Belgium Car & Bus Shw April 24-

Oct. 24- Tokyo, Japan Tokyo Motor Shav May 3

Nov. 4-6 Birmingham, UK Autoted ‘97 exhibition Sept. 15-20
(tel: 44-121-767-3817) Oct. 1-11

Nov. 5

For more information, please contact the CeatrEurope Automotive Reort.

Moscaow, Russia EuroForum Automotive Conkrence
Valencia, Spain Salon deAutomovil

Athens, Greece Auto Shav

Sofia, Bulgaria Auto Expo

Madrid, Spain Industial Vehide Trade Rir
BrusselsBelgum 5th GlobalAutomotive Conérence:
Globalizaion and Competitieness (tel32-2543-2332,
fax: 32-2543-2415Ruth dnes Clements)

Bologna, Ital y Motorshav

BrusselsBelgium Int'| Commecial Vehides Shav
Detroit, Ml North American Intl Auto Shav
Detroit, Ml SAE Int'l Congess & Exhibition
Katowice, Poland Automotive Equipment Exhib
Geneva, Switzerland Intemational Motor Shav
Turin, Italy Intemaional Auto Shav

Frankfurt, Germany Automedanika
Paris, Francelnt’| Paris Motor Shav
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INVESTMENT

OPPORTUNITIES

Opportunity

Manufactuer of diving shaftssteeing shafts,
steemng geass, and spag pats seeksdreign irvestor

Manufactuer of centifugal oil searators, heders,
water and oil cooles for cas & trucks, water pumps
for vans,trucks, and ships seek®ikign investor

Manufactuer of fuel suppl systemsdr car & \an engnes,
compeessos for pneumtic braking systemsar cas, buses,
& fam tractos, compessor units & pneuntia fittings,

& spake pats for compessos seeksdreign investor

Manufactuer of tydraulic ¢/linders, up to 32 bas pressue,
25-160 piston diameteup to 4,000 mm lengtiseeks
Slovak Repulic commecial coopegtion, offers pioduction
to oder

Manufactuer of exhaust fanges, light welded steel
constuctions,agricultural madines,and tydraulic
components under Sauer Co. license seeks jeitie
patner

Manufactuer of car & tuck air and oil fiters seeks joint
ventue patner for production financial,and distibution
coopestion. Monthl air filter cgpacity for cas of 60,000,
and 6,000 dr trucks

Manufactuer of pessed pas for cas, press unitselectic
cariages,and mabine tools seeks comnwal or poduction
coopestion

U.S. patner soughtdr Czc producer of cankshafts

(various sizs up to 2500 mm lengthg)rfpuipose of contict

marufactuing. Compay is supplier to psduces of engnes
for trucks, tractoss, ships,& staionaly aggregates.
1996 tunover expected to be $20 million.

Partner soughtdr producer of diesel injection equipmentd

developmentproduction,& sale of single and niti-cylinder
in-line injection pumpsdr all types of diesel emes,as vell
as br injection systemggsting measuing, & adjustment
equipment. 1995 taover was $40 million.

Producer of shdc absorbes under Shwa license seek®ieign
patner to co-fnance &pansion pogram involving increase of
anrual cgacity from 180,000 units to 400,000 unitg H999.

Manufactuer of plastic pds for Opel,MercedesyW,
& Suzuki seeks equity paver who is engged in plastic
processing bsiness

Supplier of se for Suzuki cas & spae pats for Ikaus
seeks joint gntue patner, technolagy transer, joint
marufactuing

Battery marufactuer seeks jointentue patner for
processing usedehide stater bateries

To submit oppdunities br pubication write to Trade LeadsCEAR™ at:

4800 Baseline RoadSuite E104-340
Boulder, Colorado 80303 USA
or E-Mail to cetmllc@ibm.net

Investment
Sought

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

$.5 million

$5 million

$1.5 million

$2.1 million

Contact

Wieslav Kosiemdzki

Wieslawv Kosierdzki

Wieslav Kosiemadzki

Viktor Tegelhof
re: STR 1258

Viktor Tegelhof
re: STR 0224

Viktor Tegelhof
re: Sandik a.s.

Viktor Tegelhof
re:STR1263

JanVesey IESC

JanVesey IESC

Csaa Kilian
re: Bewva

Csda Kilian
re: Penmu

Csda Kilian
re: 02/Aut/96

Csaa Kilian
re: Perion

Phone/Fax

tel: 48-22-827-8700
fax: 48-22-826-7341 &land

tel: 48-22-827-8700
fax: 48-22-826-7341 land

tel: 48-22-827-8700
fax: 48-22-826-7341 &land

tel: 421-7-5335-175
fax: 421-7-5335-022 Slmk Repubic

tel: 421-7-5335-175
fax: 421-7-5335-022 Slmk Repuhic

tel: 421-7-5335-175
fax: 421-7-5335-022 Si@k Repuhic

tel: 421-7-5335-175
fax: 421-7-5335-022 Si@k Repuhic

tel: 420-2-2499-3170

fax: 420-2-2499-3176 Gxh Repuldic

tel: 420-2-2499-3170
fax: 420-2-2499-3176 Gxh Repulic

tel: 36-1-118-0051

fax: 36-1-118-3732 Hurgy

tel: 36-1-118-0051
fax: 36-1-118-3732 Huray

tel: 36-1-118-0051
fax: 36-1-118-3732 Hurayy

tel: 36-1-118-0051
fax: 36-1-118-3732 Hurgy
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4th Conference...Continued Fom Rige 11

*kk

“Car financing in Bland is not a booming
maiket for everyone especialy for the car
marufactuers’ financing dfiliates. With
restictive regulaions hindeing the deelop-
ment of nev credit ofers, confusing fscal
rules to opeate leasing actities, and shav
competition damging the sectos goss mar
gin, the bendfs usualy expected fom an
emeging maket situdion ale signifcantly
off-set”

Jean-Louis Laauge, Representdive in
Poland Renault Cedit Intemational

“The Russian &desgtion is pesenty develop
ing a gvemment stategy for promoting the

automotve industy. . . . Ther is a plan to
organize seeral comporations in Russia to pr
duce ley spae pats — engnes,
transmissionsgearboes,etc. These entities
will operate not ony in a competitre kut also
a coopettive ewironment. . .

We also plan toxpand coopetion with lead
ing world companies to pduce motor
vehides, keeping in mind thathe piority for
sud coopeation should be placed oemeav-
ing hulk production ly Russian enterises:

Vadim Lomtg, Head of D@artment br
Machinery Building Russian Ministy of
Econony =

CENTRAL
EUROPE

AUTOMOTIVE
REPOR ™

FUTURE

ISSUES

Inter view with GM’ s CE Purchasing
Dir ector Achim Kuhne

Transportation & Lo gistics Special
Report
Poland Sales and Poduction Statistics

Amended Czdc & Slovak Customs
Rules

Car Distribution Development in
Central & Eastern Europe

Inter view with Tamas Bomi, MMG
Automatika

Slovenian Market Dodges Ecolgical
& Special Tax on Cars

Auto Interiors Review

Romanian Automotive Parts & Components Supplies

COMPANY

AUTORO PITESTI
CESAR PITESTI
CHIMICA ORASTIE
COMEFIN COSTESTI

COMPONENTEAUTO
TOPOLOVENI

ECMA PITESTI

ELECTROPRECI-
ZIA SACELE

FARTEC BRASO/
FAT PITESTI

FERMIT
RAMNICU SARAT

GEAMURI BUZAU
GEROMED MEDIAS
IMFDZ BUCURESTI
IPEE CUREA DEARGES
ISECOTARGU MURES
METALOPLAST BRASO/
METALUL MESA

ORGANEASAMBLARE
BRASOV

SEGMOT PITESTI
SINTEROM CLUJ

SUBANSAMBLE
AUTO PITESTI

TEHNOMETAL TIMISOARA

PRODUCT

Automotive components
Car endneeing center
Plastic items
Automotive components

Pistonsyalves
Gearbaes

Electicalequipment
Rubber items
Cast ion foundy

Friction maerals
Window glass

Window glass

Fluid medanics center
Electiical equipment
Components
Rims,wheels

Parts

Assemlby items
Pistons ings
Engne pats

Injected plastic p&s
Parts

CONTACT PERSON

Vasile Rpea Gen. Marger
Doru Radu Coman Gen. Magex

David Florin Renus Gen. Manger

Gheoghe Ciungu Gen. Mager

Victor Popescu Gen. Mawgar
Constantin lan Gen. Manger

loan Biraescu Gen. Mawgar
Gheoghe Sghete Gen. Marger
Petre Lascu Gen. Mager

Traian Rndau Gen. Manger
Gemut lon Gen. Manger

Fickl Eduad Gen. Manger
Comel Opisiu Gen. Manger
Gheoghe Gama Gen. Marger
Pavel luhasz Gen. Mamger
lonel Herbinteam Gen. Manger

Alexandu Zoltan Prcsalny
Gen. Manger

lon Dragan Gen. Manger
Lucian Bam Gen. Manger
Gheoghe Muesa Gen. Marger

Gheoghe Badea Gen. Mager
S. Popovici Gen. Manger

PHONE/FAX

40-48-636-400
40-48-221-201
40-54-641-336
40-48-670-251

40-48-668-580
40-48-634-894

40-68-119-304
40-68-164-373
40-48-635-743

40-38-561-465
40-38-435-269
40-69-813-131
40-1-745-7314
40-48-711-700
40-65-133-927
40-68-166-630
40-59-370-320

40-68-131-336
40-48-634-800
40-64-415-080

40-48-633-441
40-48-221-154
40-54-642-252
40-48-670-277

40-48-626-259
40-48-634-688

40-68-153-996

40-48-635-743

40-38-563-812
40-38-432-098
40-69-217-091
40-1-312-5341

40-65-124-589
40-68-151-058
40-59-371-774

40-68-131-078
40-48-652-736
40-64-415-076

40-48-211-79 40-48-211-749
40-56-84-854 40-56-163-490

The inbrmation contained in thelzove list was obtained fim the best\ailable souces. Omissionsypographical erors,and rumber danges,however, may
occur Please send grcorections to CEAR (TM) tahe adiress listed on e 2.
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AUTO MARKET RESEARCH

Need a Competite Edg in Cental Eulope?

AUTO INTERNET SERVICES

Want to SellAutomotive Poducts & SevicesWorldwide?

DoN'T BE LEFT BEHIND.

Automotive Market Resear ch Using Our Central Eur opean Staff:

O Competitive Intelligence Reports Covering Your Specific Business and Industry

O Monthly Reports on Manufacturer Production Output Across Central Europe

O Freelance Customized Data For Your Company’s Needs, Without the Cost of Additional Staff

O Contact Lists, Delivered in Print and Electronically

O Half and Full Day Training Seminars To Bring Your Company Up To Speed On The Central European
Auto Industry

00 CENTRAL EUROPE AUTOMOTIVE REPORT ™ CD-ROM and Back Issues

Internet Ser vices Specificall y For A utomotive Companies:

O Automotive “Expert” and “Supplier” Internet Directories at http://www.cear.com and http://www.autoindustry.com
O Automotive Product Marketing and Automotive Email Direct Mail Services

O Automotive Web Advertising and Directory Listing Services

O We Put Your Company On the Cutting Edge of Internet Sales & Marketing

O Don’t Understand the Net? We Do

On The Web at http://www .cear.com

CENTRAL CENTRAL CENTRAL
EUROPE EUROPE EUROPE
AUTOMOTIVE AUTOMOTIVE AUTOMOTIVE
REPORT™ ' REPORT™ ' REPORT ™

Market Resear ch Group Internet Ser vices Gr oup Publishing Gr oup

The Souce For Automotive Information On Cental Europe™

Offices in the United States and the Slo vak Repub lic
4800 Baseline Rd. Suite E104-340, Boulder, Colorado 80303 USA
Tel: +1 (216) 843-9658 Toll Free in US Tel: (888) 206-3548 E-Mail: cetmllc@ibm.net
Fax: +1 (510) 927-2630 Toll Free in US F ax: (800) 684-3393




DANUBE ||| Central Eur opean Sour cing

MOLD & DIE sro.

Plastic Mold Design & Building
Precision Injection Molder s

Insert Molding Specialists
Metal Stamping

DANUBE MOLD & DIE sr.o. specializes in the design and building of injection molds and other products featuring full
engineering support in Central Europe. DANUBE MOLD & DIE sr.o. has a fully staffed design office and injection
molding facility in Slovakia, where assembly and manufacturing of custom components for the automotive, electronic,
and medical industries are performed. We are located 40kms from Vienna, Austria.

DANUBE MOLD & DIE sro. is an affiliate of United States based PLASTIC MOLDING TECHNOLOGY, INC.
(PMT) which has offices in New England to serve U.S. based customers interested in Central European sourcing.

Service and Experience You Can Trust

DANUBE MOLD & DIE sr.o. and PLASTIC MOLDING TECHNOLOGY INC. (PMT) have decades of experience
designing, building, and qualifying technical close tolerance molds. Our staff can help make your tooling project a success.
Close communication between you and our company ensures proper interpretation of designs and specifications.

O In-house cagability f or injection or insert molding to supply your immediate requirements.

O In-house CAD mold design cpability - pr ovide us your product drawings electionically for review
O Full staff for assemby and custom pa&aging of your components

O Let us source your metal stamping and plaing needs induding tooling

O PMT is ISO 9002Certified and QS-9000Compliant

0 DANUBE MOLD & DIE sro. is pursuing ISO 9002certification for the 2nd quarter of 1998

CENTRAL EUROPE UNITED STATES
MOLD & DIE sro. I M I
SINCE 1991 (Affiliate of PMT) ESTABLISHED 1973
DANUBE MOLD & DIE s.Rr.0. PLASTIC MOLDING TECHNOLOGY, INC.
Slovenska Technicka Univerzita Silvermine Industrial Park
Pionierska Ulica 15 - Suite 23 92 Cogwheel Lane

831 02 Bratislava Slovak Republic Seymour, CT 06483 USA

Tel/Fax: +421 (7) 259-122 Tel: +1 (203) 881-1811

Tel: +421 (7) 273-046 Fax: +1 (203) 881-1801
mold-die@isnet.sk pmtincl@concentric.net

On the Web at http://www.pmtinc.com




