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Regional Market
Highlights

Daewoo was exporting complete cars from
Korea to Slovenia, dismantling them into eight]
pieces, bringing them into Poland, and declari
that the parts were to be used for assembly p
poses, thus getting a 0% duty rate.

Summary

0O Poland Enacts New Car Assembly

y At General Motor's Achim Kuhne has a tough
job. He is responsible for securing the supply off

C

Poland

PROFILE

GM/Opel's Kuhne on Localization
Strategies, Quality, and the Future

r

all parts and components for GM’s new Polish
factory in Gliwice. Not only must he find suppli-
ers who meet the strict quality standards of GM

Regulations Under the new regulations, the minimal numbeg
0O New Joint Venture between Daewoo Motor of parts will not be changed, but the main bod
Poland & Hanyang Precision of the car must be cleared on a different day
0 Lear’s Czech Factory Involved in Lear &  than the other parts. Poland’s Main Customs
Donnelly Joint Venture Office announced that the body of a car can
0 Zimmerman Joins Ford only include the following parts: electrical and
0 Ford Supplier Conference in October lighting systems, doors and glass, bumpers, cp
0O VW Bratislava Undergoing Major Expansiortrol panel, steering system, seats and upholst
of Vehicle & Gearbox Production seat belts, airbags, and other precisely definei
0O New Model for Dacia elements. Brake systems and cooling systems
cannot be included as parts of the car body.
Poland

Daewoo has indicated that it will comply with
the new regulations and that the change will n
influence its production plans in Poland.
Poland’s new car assembly regulations went into

effect on September 1, 1997. The regulations resiew Joint Venture Between Daewoo &

from negotiations with EU, after the EU com- Hanyang Precision Co. for Plastic Production
plained thaDaewoo’sassembly operations in

Poland were not in accordance with the Associati@m September 5, 199Daewoo Motor Poland
Agreement between Poland and the EU. andHanyang Precision Co. Ltd.signed a joint

venture contract. Pursuant to the agreement,
Inside

Hanyang will invest $10 million to modernize
Daewoo’s plastic factory in Swidnik, Poland.

Feature Country POLAND
[J Slovenia Dodges Car Taxes: p. 4

New Car Assembly Regulations in Poland

The factory currently manufactures plastic
goods for the vehicle industry and for househd
applications. Hanyang will own 58% of the ve

) o ture, with Daewoo owning the remaining 42%.
[J Analysis: Car Distribution in Central & Eastern Europe: p. 9 9

[J Romanian Sales & Production Statistics: p. 17 dokk

[J Ford Targets Slovakia for Component Purchases: p.
Daewoo Motor Poland’s Lublin factory under-
went renovations in August, primarily in the
foundry shop. The method used to paint the
Lublin commercial vehicle has been changed,

[J Quick Look: Human Resources: p. 10
[J Regional Special Report: Logistics & Transportation: p. [L1
[J Scania’s Urban Erdtman on Heavy Trucks p. 14

[J Social Security & Tax Changes in Poland: p. 15 .
Continued on page 2|

(@]

but to achieve cost
goals he must find
many of those sup-
pliers in Central
Europe. By the year
2000, GM expects
to localize 60% of
its parts and com-
ponents purchases
for the new factory.
The $320 million
plant is expected to
start production
next year and planned initial capacity is 72,000
Opel Astras.

Achim Kuhne

Mr. Kuhne is Purchasing Director of GM’s
Central European Purchasing Unit. The

Warsaw-based purchasing unit was established
Ith 1995 and Mr. Kuhne has held his current
-position since December 1995. He joined Adam

Opel AG as a buyer in 1985, and in 1989 he
became Purchasing Manager for injection mold
ed plastic parts.

Mr. Kuhne studied Economical Science at the

University of Hamburg and graduated in 1978 ap

“Diplom-Kaufman.” During his military service

from 1973 to 1985, Mr. Kuhne was a Fighter

Control Officer in the German Air Force.
Continued on page 12
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Highlights Contirued Fom paje 1

which will improve the quality of the bgavork
surface and itsasistance to consion,and min
imize paint usge.

In addition to assemling the Lublin model,the
Lublin factoy assemles Da&oo’s Neia pas
sengr car The Honler model is also
assemled, but only per special ater.
Assemlby of the Dagoo Lanossuccessor to
the Neia, will begin in September By the end
of 1997,Daewoo-FSQOin Zeran will have
assemtad 6,000 Lanos modeland 2,000
Nubiras and LganzasThe Lanos will be CKD
assemly, wheras the Nub& and Lganza will
be SKD assenip. Sales of the e models will
begin in October

Czedh Republic

Lear & Donnelly Form Joint Venture; Lear’s
Czedh Factory Involved

On Setember 41997,Lear Corporation and
Donnelly Corporation announced ttghe two
companies hae areed to brm a joint \entue
for the designdevelopmentmarketing and
production of @erhead system®ff the global
automotve maket.

The joint \entue will be called_ear-Donnelly
Overhead Systemsl..L.C ., and will be a
50/50 patnership betveen the tw paent com
panies. In adition to complete werhead
systemsthe joint \entue will maiket headlin
ers, overhead consoles and lighting
componentsyehide electification interiaces,
electonic componentsand assist handles.

Under the tens of the greementLear and
Donnelly will each contibute cetain tecinolo
gies and asset®If the cedion of the entue.
Included will be Lear opetions in Matette,
Michigan and Restice in the Cz2ch Repulic.
Donnelly will include its inteior lighting and
trim facility in Holland Michigan,and its lish
lighting and tim opeetions, based outside of
Dublin.

The consummi@on of the joint entue is con
tingent upon egulatory gpproval, including the
European Commission.

Zimmerman Joins Ford

Rolf Zimmeman will join Ford Motor

Manufactuing. Zimmeman has been with the
Volkswagen Group, most ecenty as pesident
of VW Navarra SA. in Spain and Chief
Production Oficer for Skoda.

Zimmeman will be esponsike for all Ford
engne, transmissionbody, and assenii
plants,and all manfactuing suppot functions
in Europe He will report to bhn Hustonyice
President — Bwertrain Opestions,to Dale
McKeehanyice Pesident —Vehide
Opesrtions,and as a member of the Business
Management Committee to éth Mageg Vice
President — Eurpean Sales Opations.

Ford to Hold Supplier Conference in
October

Ford Motor Company’s Cental Euiopean
purchasing dfice in Pegue plans to hold a cen
ference 6r Czdc and Sleak supplies in
mid-OctoberAccording to a compan
spolkesmanford purchasing &ecutives fom
Westen Euope and hout 150 local supplier
are pected to tiend the eent.An exact dae
has not gt been setofr the conérence

Hungary

Light Commercial Vehide Sales Up Oer
28%

Sales of light commeral vehides (under 3.5
tons) in Hungury increased $ 28.5% duing
the frst half of 1997. Fom Jruary through
June 6,450 units wre sold compaed with
5,021 duing the same p&d in 1996. Mazda
was the top selling bnd with 744 units sold
for a maket shae of 11.5%. Close behindas
Toyota, selling 702 units and pturing a mar
ket shae of 10.9%Volkswagen took the thit
position with sales of 657 units and a ketr
shae of 10.2%.

Within the light commaerial vehide sectorfirst
half sales of ghides under 2.5 tonsrgv by
8.6%,whereas sales ofehides betveen 2.5-
3.5 tons vere up wer 36%.

Sales of commeial vehides weighing wer 3.5
tons gew by 19.4% duing the frst half of
1997.The top selling tand was IVECQ con
trolling 31% of the maeet with sales of 231
vehides. DagvooAvia cgptured 13.2% of the
market with sales of 98ehides,and Renault
sold 95 ehides for a maket shae of 12.8%.

Company to assume the may creged position Slovak Republic

of Geneal Opertions Man@r — Euppean
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VW Br atislava Geared Up for Major
Expansion ofVehide & Gearbox Production
On Setember 8YW Bratislava reopened its
factowy after a thee week shutdan. The com
pary installed ne equipment todcilitate a
major &pansion of ppduction.

VW is pumping DEM 124 ($66.6 million) this
year into ne buildings and equipmenbf pro-
duction of the ne Golf model.The compay's
plan indudes meing from two to thee po-
duction shifts and inerasing its wrkforce by
1,000. Poduction of the ne Golf model will
begin by the end of Satember

“We’ll phase out the old model and phase in
the nav one” Tedhnical Manaing Director
Karl Wilhelm told theCEAR. Approximately
60,000 font-wheel dive Golfs ae budgeted br
production in 1998The factoy will start man
ufactuing the custom Synorversion of the
new Golf in late 1998.

VW’s gearba assemly opegtion is also
scheduled ér expansion.Two adlitional assem
bly lines will be unning ly the end of this
year and a thid line for Passé gearbxes will
also be installed

Skoda Increases Component Puhases in
Slovakia

Skoda automobilova a.s.purchased Sheak
made componentsalued &1,692.6 million SK
($57 million) duing the peiod of Jruary
through dily 1997.The planned total of pur
chases fom the Sleak RepuHbic in 1997 is
3,107.5 million SK ($103 million)Skoda’s
Head of Purhasing Gunter Béer told the
CEAR. This represents an inease of 14%
compaed with puchases in 1996.

Romania
Dacia Prepares br the Third Millennium

By the end of 1997acia will start production
of a navly designed model in its Na range.

By Octoberthe compan will start prepara-
tions to launh its nevest carcode named D33.
The poject has beenlassifed as top seet,

and the margement @ims tha the D33 is
going to be‘the Romanian car of the xemil-
lennium?’

Pirelli Expanding into Romania

Tire mamfactuer Pielli is positioning itself to
be a stong competitor on the Romaniaretir
maiket. The compay formed an alliance with
Fiat-IVECQ’ slocal dealer ér spae pats,
EuropeanTruck Center. The alliance plans to
build 20 distibution centes thioughout
Romania  the end of this ar and to &pand
the netverk to 300 centex by the end of 1998.

ARO Struggles br Survival

The mong-losing Romanian ¢froad \ehide
marufactuer ARO hopes to gport 60% of its
1997 poduction —some 4,000 units — cem
pared with 43% gported in 1996 The main
export maikets will be Fance Argentina,
Venezuelaand EcuadorMuch of this hope is
based on the compgis nev Spatana modela
4x2 leisue car optionally povered by a C3G
Renault engpe. The Spatana,equipped with a
Romanian-poduced 1.4 liter erige, sells br a
scant $5,500.

Besides deeloping nev dealer netwrk in
Turkey and Gemary, ARO has joined with an
American coporation, East European
Imports, to sell some 2,200 of its 4x2,900
cc engne cas on the US méet. The
“Americanized” AROs ae equipped with 5-
speed @nsmissionair conditioning emission
contols, and other optionaleitures,selling for
some $13,000.

Slovenia

Renault Clio Tops List in Sales

During the frst s&en months of 199'hew car
sales in Sleenia totaled 42,593 unitap 3.3%
compaed to the same ped in 1996.

Renault’'s Clio was the top selling car model,

Continued on pge 18
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SLOVENIAN MARKET DODGES BO TH
N ECOLOGICAL & SPECIAL TAX ON CARS

R

SPECIAL TAX GONE BUT NOT DEAD

Slovenia

Ecological Tax Found to Actually Lower
Government Revenues. A new “ecological”
tax was sbeduled to tag efect in Slwenia on
April 1. The govemment poposed the tax to
patiament,along with a sugestion tha patia-
ment gve it top piority. In the meantimecar
expelts studied the jpposal anddund thathe
proposed tax wuld cause ng car sales todfl
significantly. Moreover, it was detemined tha
the tax vould bing the govemment less morye
than planned due tower car sales.

Critics chaiged tha the tax vas less lbout the
ecolay and moe aout getting mong from
car huyers. The poposal also lded darity
due to its assifcation of cas by their fuel
consumption — it didii’deine which standed
should be dllowed either the n& EU or the
old ECE standal Had the lav had been
adopted as pposedit would hare been sus
ceptible to nultiple intempretaions.

Pursuant to the taxthe pice of a ne luxury
car (eg. Audi A8) would jump ly about
$6,000. On the other harttie pice of a car
from the laver dass sgment (eg. Renault
Clio) would increase bk $600 to $1000.

SpecialTax on Cars Enters the Fay.
Parliamentay discussions on a weLaw on

Cars, later called théspecial tax, stated in
the ealy sping. The lav was epected to be
passed p patiament and tad efect in the
beginning of dily. The law, however, was
nixed ty the Ia@islative cout. The lav was
criticized for its hash efect on the didaled
(who nomally can luy cas without pging ary
additional taves) and dmilies with moe than
three dildren (who also pw a lover car tax).

The“special” tax was then set asideaiting
to be piked up ly patiament aain. Fnally,
patliamentay discussions sted in the bgin-
ning of dly.

Tax Talk Sparks Car Buying Binge. With a
tax pioposal on the tade, consumes reacted
by going on a hying bing. Car sales peakl
in April, when moe than 8000 units &re sold
(average monthy sales in Sleenia amount to
about 5500 ca). Car dealersold gerything
in stok, with some of them faping into
stoks left over from last yar At the end of
June car sales totaled merthan 37,000 units,
up 6% compaad to the ecod sales in theiffst
half of 1996.

Ecological Tax Returns, Car Owners Resist.
Before the pdrament enaved its discussions
of the special taxthe leader of the Slenian

National Rarty (SNS),Zmago Elincic, in co-
opertion with the SleenianAssocidion of
Car Manufactuers and Resellsfcame out
with a nev proposal ér a eal ecolgical tax.
The ley aspect of this tax &s tha it would hit
the avners of old cas, especialy cais not
equipped with dalytic converters.

Although the eason ér the lav was easy to
undestand — potect the evironment — it
was &tremely unpopular with the puie.
Marny of the cas diven on Sleenian pads ag
ten or moe yeas old and the wners of sud
cars would end up pang mote for the ecolgi-
cal tax eal year than thealue of the car

Both the special and ecgjical tax poposals
came up on thegenda of the uly patiament
session.The delgates frst tumed devn the
govemment special l&, and after a stony
pubic responsgthe SNS shekd the ecolgical
tax poposal.

Resumrection of SpeciallTax? So the tax situ
ation in Slovenia is the same as iaw a the
beginning of the yar For the time beingthe
govemment is lging low, but it is umored tha
the special tax will be endsed gain this Rll.
Since customs duties on sampoted fom the
European Union will be vered ajain Aruaty
1, the govemment will likely try to find some
means ér recouping theaverue lost fom
lower custom duties.

Bostjan Okrn (Ljubjana) =

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

Month Units
1/97 6,841
2/97 6,644
3/97 7,639
4/97 9,996
5/97 9,638
6/97 9,848
7/97 10,715
Total 61,321

Souce: Revoz dd.

Exports Domestic Sales*
(local production)

6,466 375

6,295 349

7,212 427

9,418 578

8,824 814

9,004 844

9,791 924

57,010 4,311

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

Domestic Sales*
(imported cars and LCVs)

684

1,290
953

1,009
1,436
1,161
1,766

8,299
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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 stvength and salid credit. No wonder
top companies all across North America call
on us to help put their strategic plans into
effective action.

BanlkN\ustria

Represented Throughout Central Envope's
Fastest-Growing Financial Centers

565 Fifth Avenue, NY, NY 10017 (212) 830-1000
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!
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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 opportunities; a quarterly newsletter; access to SAA’s

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

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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REPO H-TM 0 Send a free copy to:

POLAND

FACTS & FIGURES

Vehide Park (1995):9.04 million

Name
Car Park (1995): 7.52 million -
Title
Cars per 1000 Bpulation: 195
Company

Light Vehide Sales (1996)396,474
Share of C & EE Sales:21.7%

Business Activity

Street Ad dress
Franchise Points: 1,474 City

Avg. Sales per Fanchise Point: 268

State

New Car Import Duties: Zip/Post Code Country
General Rate: 35% CIF (min 1250 ECU¥)

Telephone
Preferential (EU, CEFTA): 25% CIF (min. Fax
893 ECU)
Duty Free:0% CIF on quota of 38,750 ca E-mail Ad dress
imported fom EU ONE YEAR SUBSCRIPTION - 11 ISSUES Subcriber s Will Be In voiced
Form Of Go\/ernment: Democmic Stae D Printed - Ma”ed 1st ClaSS AII’ Mail, A” Locations USD$25000

[J Electronic - Delivered by Email in PDF format, All Locations USD$250.00
[J Analyst Edition - Special Email, additional data, All Locations USD$450.00
[ Send Me a Back Issue Order Form

President: Aleksander Kvasniavski

Capital: Warsav

Population: 39 million

b il Guarantee
Labor Force: 17 million We guarantee that you will find the CENTRAL EUR OPE AUTOMOTIVE REPORT™
Avg. Monthly Wage: $365 to be useful and informative. If you are not completely satisfied, you may cancel at any

Land Area: 312,680 sq. km. time and receive a refund for the unused portion of your subscription.

Borders: Czech Repubic, Slovakia, Advertising Inf ormation
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Warsaw, Wrocaw
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iron & steel mining, shiphuilding, glass, Fax: +1 (510) 927-2630
beverages Email: cetmllc@ibm.net

Main Impor ts: Machinely & transpot
equipmentjntermedide goods,miscella
neous maufactred gpods,chemicalsfuels

UK Subscriber s Send To:

VP International
Red Hill House
Hope Street
Chester, CH4 8BU
United Kingdom

Main Exports: Machinely & transpot
equipmentjntermedide goods,fuels, mis-
cellaneous marfactued gods,foodstufs

Currengy: Zloty ($1 = PZL 3.47)*$1 =
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TIPS

FOR SUCCESS IN CENTRAL EUROPE

CENTRAL
EUROPE
AUTOMOTIVE
REPOR™

Ronald F SuponcicJr.
Pubisher
cetmrfs@ibm.net

In spending the last tvears stating our opeations in Cental Euope attending seminaron Centil Euiope
and coering the stoies of oreign companies o have successfufl or not so successfylienteed Cental
Europe | have made a mmber of obsefations which may help automotie companies plan their eptinto the
region, as well as help Cenad Eulopean companiesntl patners. This is Rart 1l of the "Tips" stowy | began in our
July 1997 issue:

4. There ae etreme opeational cost diferences beteen locéing and opeating your kusiness in and aund
Cential Euopean cpital cities,and opegting in other agas within a counyr Use tvo sets of ombes for facility
costs,labor, housing etc when making decisions. One set shouidegou rumbes for the caital city, another
set should iye you rumbes for the est of the counyr Don't use counyraverages.

5. Hire two law firms. Hire a US oM/esten Euopean basedafirm with local opegtions in the counyryou ae
doing husiness in to tellgu wha can @ wrong with your dealwhat not to do, provide you with intenational
depth and &pelience and to eview the work of your second M firm, a local lav firm, who you hire to tell you
who to talk to,and haev to get things done in thigaticular city and counyr

6.Your si2 doesn't mter. Even frms tha are considezd small or midle maket by Westen standadls, can puchase or joint &ntue with local
Cential Euopean companieFhere ae not thamary big Cental Eulopean companiesjost ae small and manhave caitalizations mangng
from USD 100,000 to USD 5 milliowe hare come a@ss seeral successful &brts by small US companieshw have either puthased or
joint ventued with local frms.

7. Set up Cenal Eulopean opettions for 100% e&port. Setting up opetions in a small méet like Slovenia or the Skeak Repuldic means thia
your in-county sales potential is not thhig. By setting up gur opesations for 100% &port from those mdets,you mg be dle to get gov-
emment tax elief on duty and/AT. This tactic is especiglladzantayeous if the n@re of your and pur competitor's opetions elies hewily
on impoting raw maerials to Cental Euiope The tax elief may be the adantaye you need to gt ahead of gur competition.

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

From outside USA Tel.: +1 (440) 843-9658
Toll Free USA Tel.: (888) 206-3548
Toll Free USA Fax: (800) 684-3393

From outside USA Fax: +1 (510) 927-2630

Email: cetmads@ibm.net

Peter Zavodsky
Bratislava, Slovak Republic
Tel.: [421](7)552-1059
Fax: [421](7) 361-085
Email: cetmads@ibm.net

Ronald Suponcic
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DEALER NETW ORK SET TO EXPAND

BY OVER 20%

ANALYSIS OF VEHICLE DISTRIBUTION IN CENTRAL & EASTERN EUR OPE

A Reagion in Transition

With 1.83 million nev vehi
cle sales in 1996Cental and
Easten Eumope is still ony a
minor plaser on the wrid
stage. New vehide sales
have risen epidly, but the
sales totaldr all 26 counties
in the egion still falls behind
that of Italy.

As mary of these counies shift

“P ember ton Associates ha ve
calculated that in the y ear
2015, the trend f or sales of
new passeng er cars in
Central and Eastern Eur ope
will be 5.7 million, an increase
of nearl y 250%. However, this
volume will onl y represent
12-13 cars per 1,000 people in
the year 2015, still less than
40% of current Western
European le vels.”

tovards west

nerble to this meement,
mainly because impor
duties ae not gplied on
cars impoted from the EU

Growth Potential in Cental
and Easten Europe

Pembeton Assocides hae
calculded tha in the year
2015,the tend br sales of
new passengr cas in

Cental and Easter Euiope will be 5.7 mi

veloped local infastiucture (finance trans
port, comnunicaions,and mangement).

Deales also &ce competition &m a \ery
active Hack maket of impoted used ghides
and spag pats. Neverthelessperhgs marn-
factuers ought to set ufnew geneetion”
dealer netwrks and maoe efective systems of
distiibution in Cental and Easter Euiope
which can benéf from nev technolagies and
ideas being>xpeimented with in théVest.

Dealer Netvorks

em-style maket economieghe outlook ér
growth is bight, especialy for the 10 counies
with EU associge membeship. Hee taiffs,
for both impots and gports, will fall from the
cumrent 18-24% to ero by the year 2002.

A key fedure of the futue development of
Cential and Easter Euope will be the strggle
between ne& entrant global plgers from the
West andAsia and the old indignous compa
nies,mary of whom nav have global links
through acquisition or jointentuie develop-
ment. Major estuctuiing of local ppduct
designs and local mafactuing is alead
under vay. Meanwhile, importers ae seeking
to kuild up their dealer netovks.

Vehide Park and Motoiization

It is estimaed tha the total car p&rfor Cental
and Easter Euiope is 40.6 millioncompaed
with 167 million inWesten Euiope The over-
all level of motoization is lon: 98 cas per
1,000 populton, far belav Westen Euiopes
figure of 436 per 1,000rhe substantial diér-
ence (aatio of 5 to 1) gves some indidan of
the enomous potential in these couies.

There ae extremes of anations: from 349 cas
per 1,000 poput#n in Slovenia to ory 5 per
1,000 inAlbania - lut thenAlbania still does
not have traffic regulaions and less than half
its roads ae usdle by automobiles. In the
Baltics,the ehide pak has beenmwing by
approximately 100,000 cas per anam, mainly
through lgjitimate used car impts kut also
from substantialléws of stolen ehides, mary
in transit to Russialhe Baltic stées ae vut

lion, an incease of nedy 250%. Haovever,

this wolume will only represent 12-13 carper
1,000 people in theear 2015still less than

40% of currentWesten
European leels.

Much of the demand will be
met ty local poduction,
which reatied 1.81 million
in 1996 and shouldxeeed 4
million by 2001. Some e
car demand will also be met
by used car impas, though
the counties haing associ
ate membeship with the EU
are allead introducing ehi
cle age restictions. At

cumrent nev vehide sales ates, it would tale
the region 22 yeass to fully replace its ehide
park, compaed to 13 pass inWesten Euope

Dealer Development

From the d&a receved from suveyed mam-
factuers, it is estimaed tha there will be a
20-25% incease in verall dealer netwrk size
in Cental and Easter Eulope in the near

“Dealer s face competition
from a very active b lack
market of impor ted used
vehic les and spare par ts.
Nevertheless, perhaps man -
ufacturer s ought to set up
“ne w generation” dealer net -
works and more eff ective
systems of distrib ution in
Central and Eastern Eur ope
whic h can benefit fr om new
technologies and ideas

being e xperimented with in
the West.”

The hulk of deales is concentited in Cental
Europe wher thee ae a total of 4,327 outlets

(3,772 main dealsrand 555
sub deales). The region with
the least nmber of dealexr
(140) is theAsian CIS which
also suffer from poor quality
infrastuctures and undele-
veloped systems(See bart
below)

Cential Euope has the high
est level of dealer netark
density with an erage of 7
frandhise points per 100,000
populdion and 8 fandise

points per 1,000 sq. kilomegerSlovenia,with
27 deales per 100,000 popuian and 27 per
1000 sq. kilometeris compaable with the

European werage and vell ahead of maets
sud as Geece and éttugal.

Dealer density diminishes to 2 per 100,000-peo
ple and 2 per 1000 sq. kilometén the Balkans,
followed ly the Baltics with 2 dealsiper
100,000 people and 1 per 1,000 sq. kilonseter

future, but

how will they Main Dealers  Sub Deales Total Dealers
be developed?

Ther ae Cential Euope 3,772 555 4,327
enomous dif Balkans 713 186 899
ficulties tha Baltics 137 28 165
lculties Russia/Euspean CIS 568 422 990
distibutors | Agjan CIS 137 3 140
have to face | Total C&E Eur ope 5,327 1,194 6,521
in tems of

an undede-

Continued on pge 16

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

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

CENTRAL EURDPEAUTOMOTIVE REPOR ™  October 1997 9



C
=

R

FORD TARGETS SLOVAKIA
4 FOR COMPONENTS PURCHASING

QUALITY AND CUSTOMS CHALLENGES LIE AHEAD

Slovakia

Ford Motor Company is scouing the Sloak
auto components et for nev supplies.
“We believe tha the potential of the local
industry is outstanding andepresents the ini
tiation of a long lasting pémership with the
Ford Motor Compaw which will improve
Slovak eports;’ said Ford Puchasing
Manager SteénTyrpak.

In July, Ford opened a Ceratl Euiopean pur
chasing ofice in Pegue to coadinae the
compary’s soucing actvities in the egion.
The ofice is daiged with identifying poten
tial supplies and verking with them to meet
the quality standas demandedybFord. The
opening of the dice is par of Ford’s stategy
to purchase componentsher it is selling
cars.

Components pehased in Sheakia will be
exported to ford’s factoies apund the werld.
“T he destinions will be pimaiily Ford vehi
cle assemly plants inWesten Euiope mainly
in the UK and Genary,” saidTyrpak

Ford isn't the on}y compan scoping out the
Slovak components sector his year, Skoda,

automobilova a.s.plans to puthase compo
nents fom Slosak supplies worth over 3.1
billion Sk, an incease of 14% comped to
purchases in 1996 At SkodaAuto
Slovensko, an ofice was set up Wich sup
ports supplies in the pepartion of their
offers! said Skodas Gunter Beker.

Products curently marufactued by Slovak
supplies indude bake componentshod
absorbes, sheet metatjres,hydraulic system
elementsclutches,ball beaings, transmission
shafts,axles,and garbxes.

One shaicoming of maw Slovak supplies is
outdaed tetinology and quality de€iencies.
“ISO is esthlished in quite adw locations,
but thee is still a lot to do togad the QS
9000 staus; said Ford’'s Tyrpak. Irvestment
into moden equipment anddining is neces
say to atain this level of quality

Those Sleak supplies tha do hae the equi
site quality often do’know their cost
structure well enough to submit competié
price bids. “Most Slovak companies arnot
prepared to mak good ofers; said one major

vehide marnufactuer. “We et quotes thaare
not good enough comped toWesten
European supplier wes. One wuld expect
cheger quotes.

Companies lik Ford who plan to puthase
components in Si@akia and gport them bak
to theWest will also &ce a customs mesY.
cant suppy just-in-time fom Slovakia) said
an xaspeated Geneal Manayer; of a
Geman-avned componentsattor tha
exports pioduct flom Slovakia, through
Austiia, and into Gemary. “Crossing tvo
borders is impossike.”

According to this maafactuer, moving pats
out of Slovakia is dificult, but getting them
throughAustiia is e/en worse “Austiia is the
outer boder of the EJ} he said “It's
stiicter”

As of midAugust,Ford has made contact with
30 Slwvak supplies, including Kinex, Sacds
Trnava, VAP Presw, Vegum Contitech, and
Metalsint. In October Ford plans to ayanize

a supplier cordgrence iwvolving over 150

Czech and Slwak supplies. Puchasing gec
utives flom Ford’s Euopean opetions will
attend this gent. “Ford will actively suppot
the supplies in developing their quality sys
tem; saidTyrpak.m

Quick Look: Human Resources

Please More Unemployment

When askd what chang was most needed in
the Czch RepuHic to help his compans kusk
nessthe Deuty Geneal Director of a stamping
compary in Prague eplied: “We need unem
ployment. We cant find people with
unemplyment & the curent iate of 0.3%6.

VW Searches For Workers

The most ballengng aspect o¥/W
Bratislava’s plans to xpand its ehide and
gearbx production is inding enough qualiéd
workers to staffthe adled thid shift. The
compauy is planning to hie 1,000 ne work-
ers by December 1997:T his is a poblem;
said a compapnofficial. To find workers, VW
has placed agrtisements in @a pulications.
“We've gotten quite a god responsgbut still
have a long way to go,” said the dicial.

GM'’ s Factory Teams In Gliwice

At GM’s nav plant in Gliwice its line workers
in ead of 5 dgartments will be aganized into

caion engneers, said Ellen Hges fom the
reciuitment frm Personnel Select

4-5 teams of 5 wrkers, with one team member According to Ms. Hges,sales enigeess ae in

acting asTeam Leader For ea® unit of 4-5
teams thex will be one Goup Leader Wwo
reports to arArea Manager. TheArea
Manager will report to the D@artment
Manager. The 5 deaitments intude Pess,
Body Shop,Paint, Geneal Assemlting, and
Cential Engneeing.

Shortage of Engneers With Foreign
Language Skills

There is an incgasing shdege in Cental and
Easten Euope of enfeers with foreign lan
guage ailities, patticularly a the mangerial
level — poduction mangers, quality contol
manaers, marufactuing engnees, and gpli-

demand andiriding a top lgel sales peson
with the poper tetinical bakground foreign
languae skills,sales skillsand who is willing
to travel 50% of their time is diicult, espe
cially for pats supplies who hare to sell not
only to the local mdeet hut to export maikets
as well, thus equiing sales people with uiti-
ple languge expettise

“Most of these senior thnical mangers we
have to ind via our US dice - Poles,Czedns,
Russians - Wwo want to epatriate bak,” said
Hayes. “They are \ery talented indiiduals,
but the cost is 2 - 3 times the local sgland
if we ae talking dout an‘expa” padkage the
relocdion, housing and tax equalizaion male
it extremely expensve.” m
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LOGISTICS & TRANSPORTATION:
CREATING CERTAINTY IN AN
UNCERTAIN ENVIR ONMENT

REGIONAL SPECIAL REPOR T

A critical issue &cing laistics poviders and
their customes in todg’s lean automote
industy is cetainty. Marufactuers demand cer
tainty of suppy quality, quantity and
availability. Supplies demand the same taénty
within their avn suppy chain,as vell as cetain-
ty within the manfactuers pioduction shedule
to minimize demandl@ictugions.

Cental Euope is a madet thd presents naltiple
logistical challenges br automotie companies.
Parts and inished ehides can be held upif
days & borders, the plysical infrastucture is
inadequge, and as gu mose eashard, secuity
is a geder pioblem.

What are companies in Cemtr Euope doing to
crege moe logistical cetainty in sut an uncer
tain evironment?

Do It Yourself

Some auto mariactuers hae talen maters
into their avn handsVolkswagen Bratislava,
for instancehas oganized a day suppy train
tha brings pats and components dittly to its
factow in Bratislava.

The tiain is the compans main suppl chain
and it opegtes on a sict shedule Customs &
cleared bebre the tain depats so thez ae no
wasteful delgs & the boder Transgr time is a
religble 20 hous. Rarts ae delvered diectly to
VW’s production line on time and with thec
uisite quality “Sometimes pu hae to think
simply,” said Kal Wilhelm, Technical Manaing
Director @ VW Bratislava.

Logistic Providers Improve Cettainty

Other companies look todistics poviders to
give them needed c¢ainty. The Baltic Auto
Center in the Rlish pot of Gdynia piovides
Japanese anddfean car manfactuers with
enhanced ctinty by handling customdeaiance
pre-delively inspectionsguality contol, ware-
house aganizaion, protection duing the tanspor
and stoage peiod, and tudking sevices.

The compay a joint \entue betveen the
Mosolf Group from Gemary andMitsui
0O.SK. Lines from Bpan,has also intsduced

railway transpotr (WINCAR) for inner Rlish
distiibution and &ports.

TheAustian-basedHN-K Autotr ansport pro-
vides similar serices to manfactuers thiough
its brandes in Bland the Cz2c RepuHic, the
Slovak Repubic, Hungary, and Sleenia.
Although computered tiaking and tacing sys
tems ae yet commonplace in CeairEuope
HN-K can gve its customerimmedige infor-
mation ebout the staus of their shipments.

“The customer can kno24 hous a dg where
his car is, said HN-K’s Annaoli Kolbasw. The
compan’s traking system allas it to tell its
customes whether a car is in thepair shop or
if it's being modied and vien it will be ead).

“Even our tucks ae equipped with sallite conr
nections so & can tell the dver when he has to
pick up a shipment or here to dop a ship
ment; said Kolbasw. “Communicéion is the
key — the better the comunicdion flow, the
better the deliery to the customér

To mange poblems tha may aiise within a
suppl chain,logistics poviders kuild ‘trips &
traps’into the mangement systems to highlight
incidences of non-coafmance

“If a component supplier has paiquantity or
quality poblems,we try and fag this fom the
supplier collection pointtahe time of collec
tion,” said the Manging Director of an
automotve logistics compay based in England

“It is not acceteble for these mblems to be
taken along the supplchain and disceered a
the point of eceving cheds — this vould
almost cetainly mean poduction interuption or
emepgeng shipment costs.

Certainty Challenged & Borders

Cental Euopean baters ae renavned br their
customs delgs, and this poblem contirues to be

motive industy, border delgs can wedk hasoc on
a manifactuer’s tightly scheduled opetions.

Some of these dela, however, are unnecessar
and ae the esult of shipper eor. “Sometimes it
seems to me tha@onsignees takcae onl up to
the moment thegive a shipment toofwarders;
said the sales andrivarding manger & a lagis-
tics piovider in Poland “Problems usuajl stat
at the boder since consignees do noy aten
tion to some drmalities,sud as ivoices in
original, stampedand signedand missing or
unstamped céficates of oigin.”

Complicaed local customsegulaions also con
tribute to the bater bottleneks. The good nevs
is tha some countes ae working to impiove
their customs $emes. Br instancein Jaruary
1998 Plands nav customs code isxpected to
take efect,haimonizing Plish legislation and
practices with EU Igislation. The nev code will
not onl lower duties on someansactionshut
is expected to simplify and speed up thevao
ment of gods though the customs peess.

One possile solution ér overcoming the uncer
tainty of customs deya is the coige talen by
Volkswagen Betislava with its avn daily suppy
train. Smaller companiesha cant afford to
organize their avn train might ty working
together with other marfactuers in the egion
and jointy setting up a supyplchain.

One obseration made B a \ehide manufactuer
in Cental Euope is thaeveryone in the egion
tries to do eerything solo.“Investos rmust work
together to sole pioblems; he said

New Technology Eases Buden of
Complicated Logistical Systems

Logistics softvare companies &r mamfactur
ers, shippes, and Iajistic providers with
sophisticged tools to marge complicéed tans
port systems. Softare is ailable tha can assist
companies with shipment plannjreipment ge-
cution,in-transit tading, billing and pgment,
and carier perbrmance angkis. Softvare can
also help companies design gistics infrastuc-
ture, locae facilities, allocae resouces,and
optimize routing and deeduling decisions.

“In every suppy chain one needs a sm#&ans
portation/logistics stetegy, a good tanspotation

a major laistical dhallenge for companies doing plan for how to run the suppl chain,excellent

business in theegion. At border ciossingstruck
lines ae long and delgs can un from hous to
days. Customs dices hae iregular hous and
when thg are openijt’s a var of forms.With
just-in-time delery an intgral pat of theaute

execution,and accuate measwement and angl
sis of hav well the suppt chain is opegting,”
said Dr Donald Rdiff, President and CEO of
CAPS Lajistics Inc, a US-based mak of
logistics softvare. m
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Profile Contirued Fom Rage 1

The Cental EuropeAutomotive Rgort spole
with Mr. Kuhne inWarsaw.

CEAR: What's the most ballenging aspect
of your job as Director of Central

European Purchasing?

Kuhne: To realize those decisionshich we
made &out localizéion of componentsofr our
new Gliwice plant. Duing the last 12-15
months,we made a lot of decisionsyt nov
we ae in the implementa
tion phaseThis requires
grea effort concening con
crete questionstmut
componentssupplies, and
processes. I$ our taget to
realize all of our decisions
by the starr of production in
1998,in order to gt the
beneits of these decisions.

CEAR: What's the key to
achieving your localization
goals bebre the stat of production?
Kuhne: The key is working dosely together
with our supplies, constanty shamg our
expectdions and hang an open eaof poten
tial problems the supplier nysencounter dumg
the ealizaion phaseand then wercoming the
potential padbbocks. Sometimes it irolves
financial questions or thnical questions.

For every componentregardless of hav com
plicated it is,we hae a paticular release
requirement. Eale pat must gt a elease dr
the nev applicaion. For example a batery
has a long list of témical equirements to be
fulfilled and bebre we use thabatery, it must
be poven tha our specitations can be
reated This requires duability tests,and a
two-year time fame is ealistic

The mamial steeing gear vhich we localizd
with Polmo Szcecin, | think we can alidae
in 6-7 monthstogether with the suppoof
our engnees. This is a ealistic time fame
For some plastic ptg, it's not \ery difficult,
you just hae some dimensionaheds to pef
form, which can be done in a shidime. But
you need to hae the sampleeteasedThat is
a prerequisite We ae \ery optimistic tha we
will get everything homol@ated when we
need it.

CEAR: What advice do yu have for sup-
pliers who want to become a pat of the
GM/Opel supplier network?

“The ke y is w orking
closely tog ether with our
supplier s, constantl y
sharing our e xpectations
and having an open ear
for potential pr oblems
the supplier ma y
encounter during the
realization phase , and
then o vercoming the
potential r oadb locks.”

Kuhne: Ther’s no g¢nerl adiice because &
have to consider the diérences in the compo
nents and systemand for some suppliey;
based on their pduct potfolio, they will

very likely be a second-tier supplier to some
first-tier supplierTherefore, it is vital for
these guys to edilish contact with these
potential frst-tier supplies. Tha's rumber
one For the potentialifst-tier supplies, there
are a set of@quirements thiaare not ngo-
tiable. We ae pepared to inbrm potential
supplies of our basicequirmentsWe play
with open booksWe tell our
supplies what our demands
are, and we help them to ful
fill these equirements.

Talk to us &out the potential,
if we dont alread/ know it.
We've been ixestigting this
mairket in depth since our
organizaion stated in 1995,
so | think we have a \ery clear
picture of wha is possile.
But if we missed some suppli
ers,we ae piepared to talk openyl about wha
our ideas andequilements a, and then
maybe male a maket test with them.

CEAR: Can you gve an ekample of a local
Polish supplier that you’'ve worked with to
help them become a
GM/Opel supplier?
Kuhne: For example we
have had a constant
exchange of information
with Polmo Szcecin a
steeing gear supplier
When we avarded the
contact to themwe
made it ery clear [wha
we expect] bebre they
get their eleaseWe
watch the pogress of their pycess implemen
tation, the pogress of equipment instatian,
and the if st sample prduction.

impr ovement.”

We made angreement with them thahey’d
perform a“run-a-rate,” which is a poduction
simulation [in which] the supplier prduces a
certain rumber of components in a ta&n
peliod, just like they would under nanal cir
cumstances after ourgauction stas. It's a
method ve use to ensarthd we et exactly
those poducts thawe needThis [is pat] of
the constantléw of information badk and
forth between GM and the suppli€rhis is a
good way to avoid suprises. Comruanicaion
is a perequisite br being successful.

“We want our local supplier sin
Central Eur ope to be competitive
in three areas — cost,
and service. Service means not
only for the current pr oduction,
including timel y supplies, but
also ser vice for our engineering
community . And here we see , in
general, a high necessity f or

CEAR: Has GM's relationship with its sup-
pliers aways been lile this or is this a nev
philosophy?

Kuhne: You can call it a past actice thawe
developed with our supplisrin Westen
Europe We nrust implement common pcess
es in Cental Euope Why should ve reinvent
the wheel? So w inform our supplies dealy
how we want the pocesses to delop and if
everybody is dear &out the gpectdions of
the other pay, then we can stdr So to com
municae and to commitha’s the ley.

CEAR: What would you sg is the biggest
common problem shared by Central
European supplies?

Kuhne: Let's sy tha we see somepm for
improvement in the deelopment of suppor
for our engneeing comnunity. For our frst
project, it is not tha vital because the pduct
— the OpelAstra — is ead/-made It's devel-
oped and edccomponent is témically
developed

With production pocess deelopmentit’s dif-
ferent because ehsupplier has to implement
a nav processThey might not hae ever pio-
duced a pdicular pat. [In this situdion],
process deelopment is alays a equirement.
If we talk dout nev car lineswhere compe
nents,systemsand subassenrtibs hae to be
developed fom scetch,
we can on} use supph
ers who can dffer this
development cpability
to our engnees, just
like we expect fom
arybody else There is
no special ®ament.

quality,

We want our local sup
pliers in Cental Euope
to be competitie in
three aeas — costguality, and sevice.
Sewice means not owlfor the curent poduc
tion, including timely suppliesput also
sewice for our engneeing comnunity. And
here we seein geneal, a high necessityof
improvement.

Sure, [this development cpacity] has akad/
moved into Cental Euope flom Westen
Europe though subsidiaes, but we hae to
talk and think bout those suppliswho ae
local supplies. This is ny real concan. If a
westen compap sets up a subsidigrthe
development suppoiis nomally not a ques
tion because it is supplie¢ bhe mother
compary. I'm concened dout hav to
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Profile Contirued Fom Rage 12

improve the eal local supplies’ development
cgpabilities. And thek, | think, a lot has to be
done

CEAR: Where will this development eper-
tise come fom?

Kuhne: The two main possibilities @ from
patners and fom indgendent engeeing
communities.

CEAR: What's GM doing to improve the
local supplier base?

Kuhne: We hare an oganizdion thd’s pat of
our puchasing dpatment thawe call
“Supplier Quality Impovement and
Development. In Cental Euiope this is an
especialy strong workforce We have gprox-
imately 20 engneess working in Cental
Europe eclusively helping supplies with
quality asswance and immvement,and
process impovement.

Engneess [in this goup] inject knav-how into
the nevcomes. We ae committed to bng
our knav-how regarding piocess and pduct
improvement,and in geneal, these contio-
ous impovement pograms,into the minds of
our nev supplies. Tha is the main task.

Let's sy we've left the stge of holding con
ferencesWe did it in the past toige geneal
information to our supplies.We ae nav in a
much more concete phasgreally working
together to bing on-line these companies
we've aleads selected

And heg, it's impotant tha we dont consider
the «isting political bor
ders. They dont play a ole
for us. So if an engeer
from the Cech Repubic

has special kneledge and is
the ony one who can help a
Polish supplierfor sue, the
Czech engneer will tale
over the task.

CEAR: What's an essential
part of your supply base
development strategy?
Kuhne: You can pepare basic equiements
in your ofice, but the eal work and the dec
tive pioblem solving can ogl be done on the
shop foor of the supplierThis is a perequi
site It's the ony way to male sug, right from
the bginning, that the equired quality &ists.
We knav it and ha&e to irvest in it. Its not

“You can prepare basic
requirements iny our
office , but the real w ork
and the eff ective pr oblem
solving can onl y be done
on the shop floor of the
supplier . This is a prereq -
uisite . It's the onl y way to
make sure , right fr om the
beginning, that the
required quality e xists.”

negotiable. If you want to be successfulpu
have to irvest in it.

CEAR: What are you requiring from your
suppliers today that you didn’t require
from them five years ago?

Kuhne: We've alvays required our supplier
to be dedicted to contimos impovement.
What we steamlined duing the last éw years
is tha they really have to be committed to it.
They have to do it. Lets sy tha is just anoth
er quality of the samesquest.

Wheat is naw, really new, is our demanddr
global competitionThis was not talkd dout
five yeas go to the samextent. | hae to
admit tha sometimes this might hamper a
local compag who's
been doing bsiness ér
the last 20 gass in just
one egion. And naw, it
might be ery had for
them to compete on a
global basis and to s
fy worldwide demands
for worldwide car lines.

You can ship some cem

ponents fom one locton to 10-12 verldwide
receving points. But these aroften lav value
added components. Ifou talk dout high
value adled pats, wha might be equired &
the end of the dais tha the god supplies
from Cental Euiope nust esthlish either
wholly-owned subsidiaes in other egions of
the world, or enter into sategic alliances. But
this, by the way, is not special to Cerst
Europe You will find it with some smaller
companies iWesten Euope as ell.

We've intggrated ouseles
and we want our suppliex
to be patr of this inteyration
process. I8 not a unique

Other manfactuers hae
similar requirementsand
the moe the OEMs xpand
on a wrldwide basisthe
more supplies hase to think
about hav they will manage
these wrldwide require-
ments.Tha's a dallenge.

CEAR: How does the Cental European
Purchasing Unit fit into the larger GM pur -
chasing omganization?

Kuhne: Wha we did was intgrate three local
organizaions into one Cenait Euopean oga-
nizaion. And nov we hare to malk sue thad

“If y ou talk about high v alue
added par ts, what might be
required at the end of the da vy is
that the good supplier s from
Central Eur ope must estab lish
either wholl y-owned subsidiaries
in other regions of the w orld, or
enter into strategic alliances.

requirement of Opel or GM.

the Cental Euopean purhasing team is one
pat, a very impoitant pat, of the whole GM
worldwide puchasing team. Our peopleear
working together in a dedidad team with
their collegues fom Gemary, Belgium, UK,
North America, Brazil, andAsia Pacific. So
this is hav we've integrated ouseles.

I’'m 100% committed to maksue thd our
people ag a patr of these team3.hat is the
challenge. We stated tha integration and it
will be finalized soon. So this i®ally another
motivator — tha the \oice of the egion and a
paticular indvidual from a egion is head in
multinational commodity team&.here is an
information exchang so thaa collegue in
Brazil working together in a team with a col
league flom Hungy has
a better undetanding

or & least the possibility
to undestand what's
going on in Centl
Europe and our
Hungarian collegue has
a much better under
standing of waa’s going
on in SoutPAmerica.

Our people in Cerait Euiope @t a lot of sup
port and inbrmation from the otheregions.
With this methodwe avoid having them do
what othes did years ago. So our guyseally
get supparand @t an agantagye. That's band
new. We stated implementing thisecenty.
It's a n&v way of doing lusiness on a global
basis.

CEAR: How has the job of the puchasing
department changed over the last few
years?

Kuhne: In Cental Euope since ve concen
trate with one dedidad oganizdion on an
available supplier commnity, our access to
the maket has impoved damdically. The
key is to hae dedicted people wrking on
patticular, very well defned egions,who con
centete their eforts on the deelopment of
this suppy base This has bought us some
very good successes in utilizing the local
resouces.Tha is the ley to succesgaiticu-
larly in this egion.

Some pars go, colleagues of mine ivestk
gated these local suppl®fThey did a good
job hut they had to split their ébrts into se-
eral regions. For me the ley is being
dedicded to a paicular region. | pesonaly
believe thd if we ae to be successful in
regions where we dont yet have mamfactur
Continued on pge 18
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HEAVY TRUCK MAKER SCANIA
TARGETS CENTRAL EUROPE

5 QUESTIONS WITH SCANIA AB’'S URB AN ERDTMAN,
SENIOR VICE PRESIDENT, SALES & MARKETING EUR OPE

What's the Stde of Freight Transport in
Central and Easten Europe?

Since 1990total freight tianspots have fallen
consideably as a esult of the economic
uphea&als.To begin with the detine was shap
in most counies. But ly 1994 the tanspor
need staded to mee upwards aain and has
continued to do so. Heever, we have still
some vay to go bebre transpots ae ba& to
the level of 1990.

Transpot development is narally a miror
image of the gneral economic deelopment. If
we look @ howv the GNP hashangd in
Cential and Easter Euiope we see almost
exactly the same ggem. When the econoyn
stagnaes,so does tnspot. When it gows,
transpot increases.

Like in theWest,road tanspot opegtors and
infrastucture have been mae flexible in
adjusting to bandng needs than otheorins of
transpot. The haulge industy was pivatized
eaty in the tansbrmation processand boders
were opened upofr intenational competition.

We hare seen the emgance of a gea number
of domestic haulerin the aga.They are either
new companies stégd as aesult of deegula
tion or pivatized previously stde-run
opemtions.And intenational opeators ae mak
ing inroads into these meats.As a esult of
this quik developmentroad tanspoters have
well defended their sharof total tanspots.

What's the Density of Heay Trucks in
Central and Easten Europe?

Russia and Si@nia ae & the top with tose to
200 tucks per million inhaitants. | should
add tha the fgure for Russia is a bit undain.
The C2ct Repulic and Estonia & in the
middle badket with apund 100 heay trucks
per million inhditants.And the other counigs
are & 50, or slightly above. [In compaison],
Nethetands and Beligm [have] 800 and lose
to 700 tucks [per million inha&itants],respee
tively. France Grea Britain, and Gemary are
in the midlle ange tagether with Sveden,at
around 500 tucks. The Eupbpean Unioneer-
age is 460.

This illustrates a consideble difference in the
usae of heay trucks between Easter and
Westen Euiope The good nevs to be seen in
this pictue is the gea potential. Economies
are on theise in most of these couigs.As
GNP iises and the economiesvetop, heary
trucks will be used to a oth geder extent
because heg trucks ae moe eficient than
other means of &nspot, once the needed irafr
stiucture is in place

What is Scania’s Gowth Forecast For the
Heavy Truck Mar ket in Central and Easten
Europe?

We epect a douling of the total mdket in
Cental and Easter Euiope flom tody’s mange
of 25,000 to 30,000 to beagn 50,000 and
60,000. We base ourdrecast both onxpected
maco-economic deelopments anddy factois
in ead maket. We will see a péem which is
typical for emeging makets which will also
lead to a gadual meger betveen Easter and
Westen Euope

Today, the nev truck maket is dominged by
domestic bandsWesten brands ae mainy
sold second handBut | am cetain tha
imports will gradualy take a lager pat of the
new truck market.

The Cental and Easter Euopean mdeet is the
most impotant emeging maket in the verld in
the nat ten yeass. This will bring grea change
and tougher competition. But it will alsoitty
grea oppotunities br manufactuers who ser
vice these m&ets vell and who knav how to
adapt to local customer needs.

| believe thee is god leason to be optimistic
about the long-ten maket gowth in Cental
and Easter Euiope Frst and éremost ae, of
course the pospectsdr GNP gowth.

Another impotant factor is the quality of the
road netwrks. This is paticulady important
for produces of heay vehides like Scania.
Compae the pads in Centl and Easter
Europe with the oads inAsia. It will take a
number of yars until theAsian gowing
economies will hee the same standhtha
Cental and Easter Euope has toda This dif

ference will hae a gea impact on hw fast
the maket for heay trucks develops in these
respectre regions.

When the commnist iegimes €ll in these
counties aound 1990Scania and the other
marufactuers inWesten Euiope ealized the
maiket potential. Scania eslsshed impoters,
deales, and workshopsusualy local entepre-
neuss on contact with ScaniaThis was a god
way to quikly estdlish a maket pesence

In some casesevfound \ery good opeators
who were ale to integrate into Scania’s sys
tems quikly and eficiently. We found
however, that it is not possike to work
through a netwrk tha mainly consists of
independent impders and dealer. Like previ-
ousl in Scania’s hister it has been
necessarto gow organically to read the
right level of Scania quality

The Scania netork is constangt expanding
Key makets ae the Cental Euopean counies
whete the Scania netwk is well developed In
paticular, Poland is an impdant maket both
because of its sizand sophisti¢en. The
importers in these courigs ae Scania wned
and most dealsrand sesice points ae local
brandes of the impder.

The Baltic egion is also inteesting @en
though its small in sie. We ae rapidly
expanding our gganizdion thee as vell.
Russia and the other CIS coueg ofer ged
potential At present our neterk is limited,
but expanding

What's Your Assessment of Local Heay
Truck Brands in Central and Easten
Europe?

It is quite dear thd, in geneal, they have prob-
lems.A nomal life g/cle of their ppducts is
less than half the Ef-cycle of aWesten truck.
An impottant oppotunity for them is tha
Cential and Easter Euopean countes hae a
potential cost achntaye thiough heger labor.
Their main dilemmagn the other hands tha
it takes a lot of time and mopdo develop
products vhich ae & the same leel as the
Westen Euiopean bands.

Alternaively, [local manfactuers] can oy
components im American or\Westen
European poduces in oder to meet emission
standads and otheraguirements. But thewill
have to pg maiket piices,which means the
lose their cost adntage.

Contirnued on pge 20
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EMPLO YERS TAKE NOTE: IMPORTANT TAX
& SOCIAL SEECURITY CHANGES IN POLAND

R TAX, CUSTOMS, & FINANCE REVIEW

Poland

Effective duly 1, 1997,cettain reguldions con
ceming Rolish Social Secity (ZUS) have
been bangd And on &ruary 1,1997,a
number of amendments t@Rnds Rersonal
IncomeTaxAct came into dct.

The most impdant of these ltanges afecting
Polish emplgers, including both Blish com
panies and subsidias of non-Blish
companies emplang Polish and éreign staf,
are discussed belo

Changes to Social Seclity Regulations:
New Charges & New Exclusions

Recent banges to Blish Social Secity
(ZUS) regulaions, effective from duly 1,
1997,are impotant for Polish companies
employing Polish staf and/or haing expatri-
ates on local empianent contacts.

From duly 1,

Tax Rates Reduced

As of Jarualy 1,1997,tax rates br ead tax
bracet were reduced i 1% point to 44%,
32%,and 20%. These ates will be futher
reduced to 40%30%,and 19% fom Jrualy
1,1998. In nw zlotys (PZL) the 1997 tax
bracets ae as bllows:

Tax
20% less 278.20 PZL

3,895 PZL plus 32% ofxeess
over 20,868 PZL

10,573.16 PZL plus 44% of
excess wer 41,736 PZL

Taxable Base
up to 20,868 PZL

between 20,868 and
41,736 PZL

over 41,736 PZL

Fringe Beneits Taxation

Compaty Cars

A compaly car does not constitute tdta

income of the empicee if used dr business
purmposes onl.
Private use is tax

1997,ZUS
chages ae
imposed on cer
tain nev elements
of income suc
as emunetion
for overtime work
on Saurdays,
Sundgs, and hot
idays, boruses
paid in cash and
relaed to“special
days;’ car
allowances wver
tax free limits,
and tavel and
daily allowances
over oficially set
limits. The
whole \alue of

“From July 1, 1997, Polish Social Security
(ZUS) charges are imposed on cer tain new
elements of income , such as rem uneration
for overtime work on Satur days, Sundays,
and holida ys, bonuses paid in cash and
related to “special da ys,” car allo wances
over tax free limits, and travel and dail y
allowances o ver officiall y set limits. The
whole v alue of emplo yer provided housing
is also subject to ZUS. ”

“A car allo wance for use of the emplo yee’s
car for business purposes is taxab le for the
employee. However, a deduction of 0.3340
PZL (for car s with engine capacity up to

900 cc) and 0.5354 PZL (f or car s with
engine capacity o ver 900 cc) per kilometer
of business tra vel is available”

able, but thee ae
currently no specH
ic regulations for
calculaing the
value of this bene
fit.

A car allovance or
use of the empio
ee’s car br
business pyroses
is taxale for the
emplo/ee
However, a dedue
tion of 0.3340 PZL
(for cas with
engne cgacity up
to 900 cc) and
0.5354 PZL (br
cars with engne

employer povided housing is also subject to  cgpacity aver 900 cc) per kilometer oiisi

ZUS.

The following céaegories of income a nav

excluded fom ZUS:

e value of emplgee insuance polig pur
chased fp the emplger (onl if more than
50% of emplgees ae insued);

 all types of indemni€ation and leae
allowances paid to empfees leging the

compary; and

ness tavel is available.

Alternaively, an allavance br 500 kilometes

(167 PZL and 267.70 PZldepending on
engne siz) can belaimed eah month br

local travel. A claim for local tevel (except
for a daim for the 500 kilometer ali@ance)
and non-local avel would require distance
recods,sud as a lg of husiness ips and
distances mpared ly the emplygee and

approved by the emplger every month.

< all in kind benets receved by emplgees

in connection with'special dgs” up to tax
free limits (curently PZL 370 per gar)

Should the emplgee fil to present a Ig of
business ips and distances to his emyda

the eimbursement of the empyee’s costs of

using a pivate car br business pyroses will
not constitute a tax dedudibexpense ér the
employer. Therefore, it is in the inteest of
both the emplger and the empieee to main
tain poper ecods of husiness avels.

Non-Taxeble Housing Bendfis Reduced

The most signi€ant hang was the limitéion
of non-tax&le housing benés provided by
employers to their emplgees to a &lue not
exceeding 300% of the amount of thevkst
salay in the econom (in December of the
year peceding theelevant fscal year). Since
the lovest emunestion for December 1996
was 370 PZLthe tax fee benef for housing
pumoses in 1997 amounts to 1,110 PZL
monthl. Any amount @er this limit is a tax
able beneit of the emplgee

The tax fee potion is ony available when the
house or patment ent ayreement is corlad-
ed in the name of the empler and not in the
name of the emplee Futhemore, if the
housing allavance is paid déctly to the
employee in cashit is fully taxable for the
emplo/ee

Before Jruary 1,1997,the total alue of
employer povided housing s exempted
from tax,provided tha the emplgee was
working outside his penanent place ofessi
dence and the leasgraement \as betveen
the emplger and the landlok

Meals & Diinks

The walue of meals and ks piovided by the
employer to emplgees duing work houis
(provided tha the emplgee does not ve a
right to aly money equivalents paid in lieu of
these meals andidks) is a non taxae bene
fit for the emplgee The \alue of lund
coupons povided by the emplger is also tax
free br the emplgee

From the emplger's pespectve, the \alue of
meals and dinks and the &lue of lunt
coupons povided to emplgees is tax
deductilte for coporate income tax pyooses.

This months Tax, Customs& Finance Reiew
columnist is Matin Rayalski who is with
Deloitte & Toudhe’s\Warsaw office. m
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Dealer Netvork...  Contirued Fom pae 9

Sales per Dealer

New vehide sales per dealer in Ceaitand
Easten Euope &eraged 233 units in 1996,
compaed with 123 per dealer Westen
Europe This later figure, however, is defated
due to the lage rumber of sub dealgiin
Westen Euope (49%)whereas in Cenal and
Easten Euope on average, the umber of sub
deales represent onl 18% of the total mmber
(half of these a pat of theAvto VAZ net
work).

The Cental and Easter Euilopean gerage of
sales per dealer is boosteglthe high leels
recoded ly Avto VAZ (698) and Fat (827).
Fiat also has the highestfiefency levels
amongst'Westen” makes,though this is
mainly due to its pesence in 8land vwhere
sales per dealevarage 1,699. Opel is in sec
ond place with 313 sales per deafetlowed
by Skoda (270) and Daeo (266).

Of the flandhise typestheAmerican-ovned
(Ford, Geneal Motors, Chrysler) were the most

efficient with aserage sales per dealer of 206.

FranchiseTypes Avg. Sales per Dealer

European 174

Ameiican 206

Japanese 86
Korean 182

“Acr oss 34 makes and 26
markets, there are 496
national distrib utors. Of
these, 74% are independent
companies and onl y 13%
are owned by the vehic le
manufacturer s. Of the
remainder , 32 (mainly Avto
VAZ) are joint ventures and
36 are direct dealer s

National Sales Distibution

Across 34 mais and 26
maikets,there ae 496
naional distibutors. Of
these 74% ae indgendent
companies and oyl13%
are ovned ly the \ehide
marufactuers. Of the
remainder32 (mainy Avto VAZ) are joint
ventues and 36 & direct deales arange-
ments. Manfactuer ovned impoters ae
common in leading maets,sudh as Hungry
and the Cedh Repulic, where all 34 maks
are representedIn contast,only a handful of
imported males ae present in thésian
C.I.S makets.

arrang ements.”

Competitve Sales Brformance

Five Eastan Euiopean contilled males —
AvtoVAZ-Lada,GAZ-Volga, Dacia,ZAZ-

Tavria and Moskvith — feaure in theTop
Twenty listing of car sales in Ceatrand
Easten Euope with a combined méet shae
of 49% or 846,396 total unit salékhese
males hae virtually disgpppeaed from Westen
Europe whetre the lagest —Avto VAZ-Lada
— sold under 25,000 cain 1996 geneeting
a maket shae of less than 0.2%.

Fiat, in second plagéhad the highest
“Westen” marufactuer wehide sales of
194,000 in 1996taking a shar of 11.2%. Of
these ehides, 164,778 vere sold in Bland
(equal to 42% of the miset) where Fat has
estdlished its evn marufactuing plant.
Skoda,as pat of theVW Group, sold 145,560
light vehides and took 8% of the niaat shae
in the whole egion, while in the Cec
Repubic and Slwakia its shag was 43.3%.

The Koreans ag gygressvely penetating the
Cental and Easter Eulopean car méets. Led
by Daevoo’s etensve
acquisitions and irest
ments they gained nedy
11% of the mdet last yar
compaed with 2% in
Westen Euiope and thg
outsold the danese mads
by over 2.5 to 1. Suzuki is
the ony Japanese makto
have estalished \ehide
production &cilities in Cental and Easter
Europe It sold moe cas in the egion than
ary other dpanese mak

Of the specialist mads in
Cental and Easter Euope
Audi adiieved the highest car
sales of 5,026 units in 1996.

Sales of may of the leading
makes in Cental and Easter
Europe ae heaily concentated
in their “domestic”bases:

AutoVAZ-Lada 94% (Russia)

Fiat 85% (Pland)
Daenvoo 61% (Poland);

14% (Romania)
Skoda 60% (Czdc RepuHic)

76% (Czc Repubic &

Slovakia combined)
On a goup basis\Yolkswagen was maket
leader in Cenal and Easter Euope with 12%
of car salesfollowed ty the Rat Group with
11%. Rerformance of both thedRigeot and
BMW groups in Centil and Easter Euope
lags well behind thaacdieved inWesten
Europe As Renault pedrmance is also oth

“On a gr oup basis, Volkswagen
was market leader in Central
and Eastern Eur ope with 12%
of car sales, followed by the
Fiat Group with 11%.
Performance of both the
Peugeot and BMW gr oups in
Central and Eastern Eur ope
lags well behind that ac hieved
in Western Eur ope ”

lower, the Fend shae was under 5% in
Cential and Easter Euope compagd with
22% inWesten Eumope

Daewoo

The scale with Wwich Daavoo has ented the
automotve scene in Cerdl and Easter
Europe in the last tov years is eident in sales
totaling 165,000 unitea maket shae exceed
ing 9%,and a 621 stmg dealer netark,
second in theagion only behindAvto VAZ-
Lada.The sheerdrce of their enyy into the
maiket is impessve, but it is not knevn yet
whether this will be sustaibke.

Daewnoo’s stetegy aims to locge pioduction
facilities in counties with major gowth poten
tial andadjacent to & regional makets br
export oppotunities,for example fom Foland
to the EU and other CeatrEulopean maeets;
from Romania to Cerdaf and Souther
Europe; and fom
Uzbekistan to Russia and
neighbomng C.I.S counties.

Manufacturing Presence

In 1996,over 1.8 million
light vehides were pioduced
in Cental and Easter
Europe

“Westen” marufactuers produced pproxi-
mately 1 million units,including 263,000 ¥
Skoda in the Cech Repubic, 308,293 ly Fiat
in Poland followed by Daevoo with an output
of 166,410 ehides from their \arious plants.

In total, 10 westen males h&e ehide assem
bly opestions in the egion. Added to this &
large component and secongapesgtions,
most of which ae locded within the countes
which have taiff arangements with the EU
The emoval of these taffs within the ne&t 5
yeass and the mgress of the Wwole of this
region tovards free maket economies will
lead to its apid integration with Westen
Europe

This anaysis vas pepared ly Elaine Hady,
Project Director with Harboutade Bown,
an automotie consultang based in the Uka
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Vehide Production & Sales in Romania

Production & Assemby

Passengr Cas

Light Commecial Vehides
Commecial Vehides 3.5-7t
Commercial Vehides > 7t
Buses

TOTAL

Souce: APIA

Export

Passengr Cas

Light Commecial Vehides
Commecial Vehides 3.5-7t
Commercial Vehides > 7t
Buses

TOTAL

Souce: APIA

Import

Passengr Cas

Daenvoo

Cielo

Espeo

Tico

Other Males

Light Commecial Vehides
Commecial Vehides 3.5-7t
Commecial Vehides > 7t
Buses

TOTAL

Souce: APIA

Sales

Passengr Cas

Light Commecial Vehides
Commecial Vehides 3.5-7t
Commecial Vehides > 7t
Buses

TOTAL

Souce: APIA

1997
2ndQ

25,080
4,065
296
210

42
29,702

1,556

1997
2nd Q

20,009
3,967
325
305

67
24,671

1stHalf

54,564
8,942
642
746

91
64,985

1st Half

7,856
803

0

10

0
8,669

1st Half

3,108
700

700
2,408
414
93

86

67
3,768

1st Half

44,001
8,010
733
518
157
53,419

1996
2nd Q

22,689
4,402
364
1,329
82
28,866

1996
2nd Q

1,415
752

29

2,196

1996
2nd Q

1,963
1,300

1,300
663
128
83

53

2,230

1996
2nd Q

22,797
4,958
443
1,353
83
29,634

1st Half

40,757
9,461
689
1,780
269
52,956

1st Half

2,928
2,405
0

29

0
5,362

1st Half

3,805
2,626
20
1,306
1,300
1,179
232
188
116

9
4,350

1st Half

43,590
7,158
878
1,816
274
53,716
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Highlights Contirued Fom paje 3

with 4,109 units soldcapturing the model a
market shae of 9.65%. Renauft’overall mar
ket shae in Slovenia duing this peiod was
21.13%,down from 27.77% a gar edier.

supplier br complete sea and thg will local-
ize themseles in Gliwice So thais a done
deal.A Czedh supplier will come tdychy, a
town aout 30 kilometes from Gliwice So it's
not only Westen Eulopean supplierthd are
coming

The Volkswagen Polo was the second best sell CEAR: What percentage of your total sup-
ing car duing the frst ss#en months with 2,823 ply base br the Gliwice factory will be

units sold and a mket shae of 6.63%.
Volkswagen’s overall maket shae duing this
petiod was 12.38%up from 11.30% a gar
eatier.

The thid best selling model & the Renault
Megane with 2,718 units sold and a rixetr
shae of 6.38%.

International

Ford Launches Nev Parts & Components
Unit

On Set. 9,1997,Ford Motor Co. presented
its neavly renamedVisteoncar pats unit d the
Frankfutt auto she. The unit wvas brmeily
called theAutomotive Poducts Opetions.

Visteon plans torgw in North America,
Europe the Far Eastand SouttAmerica,
accoding toVisteon Pesident Chdes Szuluk.

local?

Kuhne: Today, | have a \ery clear pictue of
those suppliexr tha we need ér our frst car
line. Close to 45% will be local conterithat
is a done deal. Cortcts ae alead/ signed
Local means supplisrin iy region, not just
Poland And we ae working very haid on
reahing the emaining taget. We ae con
vinced ve will read this taget of 60%.We
can mak it and ve will male it.

CEAR: What is the deadline br reacing
the 60% target?

Kuhne: By the year 2000. Becauseenknav
tha some components still & to be localied
after the starof production due to long lead
times. It also degends on ailable tednolagy.

To gve you an &ample there is no paint shop

available for huge plastic pas like gills or
bumpes thda meet our equiements ér mass
production. Its not thee. If this changes,we
can localiz and the peentaye will increase

The compawy hopes to in@ase its sales to non-

Ford customes from 5% to 20% of total sales.

Visteon will opeate thiough seen diisions:
chassisclimate contpl, electionics,exterior,
glass,interior, and pavertrain contpl. =

Profile Contirued Fom Rage 13

ing facilities,we hase to hae a dedicted
organizaion for these egions as well, to devel-
op the &isting suppy base and to [tak
advantaye] of the oppadunities tha these com
panies mg offer.

CEAR: Is part of your job to encourage
existing suppliers in Westemn Europe to set
up operations in Central Europe?

Kuhne: Yes. One componenthich neaty
always is one of theiffst components locakz
is the complete searou will find tha in
almost all our SKD plantsou hare local sup
pliers for se&s. Hee we hare Delphi as a

CEAR: What qualities have you seen in
Central European supplies that make you
optimistic about the future?

Kuhne: Motivation. Both in the warkforce and
man@gementYou need both.

CEAR: What's your outlook for the Central
European auto industy over the next five
years?

Kuhne: The automotie industy will continue
to boom.Therefore, the husiness oppdunities
for our supplies will be \ery positive. The out
look is \ery positive, definitely.

CEAR: What's fueling tha boom?

Kuhne: Customer demandgVe recaynize tha
demand is dasticall accelesting and if you
see the sales delopment of all auto marfac
turers, especial} in Poland it is fantastic It is
definitely customer dwen.

CEAR: What's the most &citing part of
your job?

Kuhne: The most gciting pat is tha neaty
all the time yu ae faced with ne situdions.
You recaynize nev oppotunities to @t in con

your past imestigation. It's the dalleng of
changng makets. Its a halleng to male our
plant a successful on€hat is really a big
motivator. Tha's the essence ofynjob.

All the peopleregardless of vinether thg are
in the C2ch Repulic or Poland or Hungty,
they undestand thaproviding purchasing sup
port to our nev plant in Gliwice is one of the
most impotant [tasks]. So the peoplecaral
ly motivated and thg are working had to
ensue thd all pats ae thee when we need
them and thiathey are thee with the gact
required quality m

the
World ...

See
Kollander!

Kollander World Travel

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

Corporate Travel Experts

Vacation and Specialized
Group Department

Call our agents for any
destination of your choicel

* Europe *
# Caribbean *
* Australia *

* Cruises *
* Over 73 Years Experience *

Simce 923

KOLLANDER
World Travel

871 E. 185th St + Cleveland, OH 44118

(216) 692-1000
(800) 800-5981

tact with supplies which maybe you missed in
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CENTRAL

CEAR™ INTERNET DIRECTORY LISTING FORM i

AUTOMOTIVE
REPOR™

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)

Sample Director y Entry Shown Belo w: Your Photo or Compan y Logo Inc luded!

Name: Ronald F. Suponcic, Jr. (This is a Sample Entry)
Title: Publisher
Company: CENTRAL EUROPE AUTOMOTIVE REPORT™
Address: 4800 Baseline Rd. Suite E104-340
Address: Boulder, CO 80303 USA
Tel: +1 (216) 843-9658
Fax: +1 (510) 927-2630
Email Address and Direct Link: cetmpr@ibm.net
(LN Web Site Address and Direct Link: http://www.cear.com

Your Photo Product/Service: Automotive Trade Magazine

or compan y Logo Seeks: Auto related companies interested in expanding through Central Europe

-

COMPLETE THE FOLLOWING

1. Select The Categor y Where You Would Like Your Listing To Appear:
O Supplier s and Man ufacturer s OR

O Experton: O Engineering O Exporting

O Accounting O Legal O Investment O Logistics

00 Real Estate 00 Consulting O Auto Finance 0O Travel

O Human Resources 0O Technology © Government O Advertising/Marketing

2. Fill In Your Listing Inf ormation:

Your Director y Listing Inf ormation (printin BLOCK CAPITAL LETTERS)
Name:

Title:
Company:

Line 1 Ad dress:
Line 2 Ad dress:

Tel:

Fax:

Email Ad dress/Link:
Web Site URL/Link:
Product/Ser vice:

Seeks:

3. CEAR™ Should Use Your: 0O Photo or O Company Logo inthe Director vy Listing:
O Use My Current CEAR™ File Photo or 0 | Will Send A Photo or Company Logo (camera ready art or email gif or jpeg file)

4. Payment: The price for a ONE YEAR Listing is USD$450 for one categor y. There is an extra charge
of USD$100 per additional category to be listed in multiple categories. You will be invoiced.

5. FAX THIS PAGE TO +1 (510) 927-2630 Or Email to CETMLLC@ IBM.NET
CENTRAL EUROPE AUTOMOTIVE REPORT™
Internet Ser vices Gr oup
4800 Baseline Rd. Suite E104-340, Boulder, Colorado 80303 USA

Tel: +1 (440) 843-9658 Fax: +1 (510) 927-2630 E-Mail: cetmllc@ibm.net
Offices in Cental Euiope and the United S&s



Heavy Truck Maker Contirued Fom page 14 buying second-hanesten trucks. The other
market is puely domesti¢c opested by local Excellence is more thm givimg o your st shot
I think we will see major strctural changes in - haules using ony local truck brands. CB Commercial is NMorth America's
the industy in the net few yeas. Mary will e FE g AT R
meige. Some will become nie plyers. And Then we hase thetransitional phasehen the

leading diversitied real estate services

AN DLV WP ST v include

some my be talen over by intemational mamw-  cross-boder opeators mainy use second- | ;-,_x..I.L;“ I"....I III_II:U IL 1:_In I; .I_III.IIIII %

factuers. handWesten vehides andto an inceasing Analviis, Market Research, Appraisal
extent, buy new Westen trucks. Local opes- T :

What | have said is elevant for produces of tors stat buying Westen trucks from their ] :

heary vehides. | am not totayl familiar with the domestic collegues.

conditions 6r light commecial vehides. But |

think thee is a bighter futue for produces of ~ The thid phase is thiategration phasevhen
commodity poductswhere lowv purchase pces the two domestic mdets tend to mee with

play a moe impotant iole in maketing ead other and to intgrate with theWesten

European mdeets. Both tansndonal and
What is the Key to Succeeding in the domestic opeitors tuy bothnew andsecond- = Cf_‘:‘ﬂ"‘fi::f:j“""”
Central and Easten European Markets? handWesten trucks. Sarvar -.-'”'-l.'l.'u'.n.}r\g [t

Mike Howard

You cannot gnealize in your maketing Our All countries in the egion move along this -,-;T.ITL ?':':;':,',"'.:.?;J;;,I:u-_.-_
experience is thathere ae three phases of scale Russia and most CIS couat ae def- Cleveiand, OH 44114-2301
market development. Fst thee is aninitial ~  nitely in the frst phasgand the Cené ey
phase characteized by two completey diffe- European counies mainy in the second phase
ent makets. But it is my opinion tha Poland is nav on the

way to enter the thd phase of ingration. m
One is the nsnéonal maket, seving the
export/import industy where opeators stat

Exhibitions, Conferencesand Shows in 1997 & 1998

1997 Nov. 17-19 Cleveland, OH Int'l Truck & Bus Meeting &
Exposition
Oct. 1 Katowice, Poland Autosalon Nov. 18-22 Sofia, Bulgaria Auto Expo
Oct. 1-5 Budapest,Hungary Budaest Motor Sha Nov. 22-30 Athens, Greece Athens Intl Motor Shav
Oct. 2 Bucharest,Romania OICA Geneal Assemity Nov. 26-30 Madrid, Spain Industial Vehide Trade Rir
Oct. 2-3 Warsaw, Poland IBC Automotive Components Nov. 28-Dec 1 Essen,Germany Essen Motor She
Industy in Easten Euope & Russia Dec 4-5 BrusselsBelgium Conference on Globalizean
Oct. 3 Bucharest,Romania RomaniarAutomotive & Competitveness
Development Brum Dec 6-14 Bologna, Italy Bologna Motor Sha
Oct. 2-12 Bucharest,Romania 5th Int'l Bucharest Motor
Shav 1998
Oct. 4-12 Budapest,Hungary Int'l Trade Shw for Auto
Industy Jan. BrusselsBelgium Int'| Commecial Vehides
Oct. 14-19 Bucharest,Romania Int’| Technical Rair (ind. Shav
automotve companies) Jan. 10-19 Detroit, Ml North American Intl Auto Shev
Oct. 15-17 Munich, Germany Conference orAdvances in Feb. 23-26 Detroit, Ml SAE Int'l Congess & Exhibition
Structural PM Component @duction Mar. Katowice, Poland Automotive Equipment Exhib
Oct. 15-20 Paris, FranceEquipAuto ‘97 Mar. 5-15 Geneva, Switzerland Intemational Motor Shav
Oct. 15-26 London, England London Motor Sho April 11-19 New York, NY Int'l Auto Shov
Oct. 17-22 Kortrijk, Belgium Car & Bus Sha April 24- Turin, Italy Intemaional Auto Shev
Oct. 21-24 Berlin, Germany SAE ITSWorld Congess May 3
Oct. 24- Tokyo, Japan Tokyo Motor Shev April 25-30 Poznan,Poland Int'| Fair of Auto Industy
Nov. 5 June 7-12 Brno, Czech Republic AutoTec
Oct. 29-30 Bucharest,Romania Herald Tribune Romanian Sept. 15-20 Frankfurt, Germany Automedanika
Investment Summit Sept. 27-Oct. 1 Paris, France FISITA Congess
Nov. 1 Valencia, Spain Salon deAutomavil Oct. 1-11 Paris, Francelnt’l Paris Motor Shev
Nov. 4-6 Detroit, Ml Autofact‘97 Nov. 27-Dec 6  Essen,Germany Essen Motor She
Nov. 6-9 Istanbul, Turkey Commecial Vehides Shov
Nov. 11-12 Moscaw, Russia EuroForum Automotive For more information, please contact the CeatrEurope Automotie
Conference Report.
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I NVESTM E NT To submit oppdunities br pubication write to Trade LeadsCEAR™ at:
4800 Baseline RoadSuite E104-340
O P PO R-l-U N ITI ES Boulder, Colorado 80303 USA
or E-Mail to cetmllc@ibm.net
Opportunity Investment Contact Phone/Fax
Sought
Manufactuer of diving shaftssteeing shafts, n/a Wieslav Kosiemadzki tel: 48-22-827-8700
steemng geas, and spag pats seeksdreign irnvestor fax: 48-22-826-7341
Poland
Manufactuer of centifugal oil separtors, heders, n/a Wieslav Kosierdzki tel: 48-22-827-8700
water and oil cooles for cas & trucks, water pumps fax: 48-22-826-7341
for vans,trucks, and ships seekseieign investor Poland
Manufactuer of fuel suppt systemsdr car & van n/a Wieslav Kosieadzki tel: 48-22-827-8700
engnes,compiessos for pneuméc braking systems fax: 48-22-826-7341
for cas, buses & fam tractols, compiessor units & Poland
pneumdic fittings, & spare pats for compessos seeks
foreign investor
Manufactuer of hydraulic g/linders, up to 32 bas n/a Viktor Tegelhof tel: 421-7-5335-175
pressue, 25-160 piston diameteup to 4,000 mm re: STR 1258 fax: 421-7-5335-022
ength,seeks Sleak Rgoubic commecial coopeation, Slovak Repubic
offers pioduction to oder
Manufactuer of exhaust fanges, light welded steel n/a Viktor Tegelhof tel: 421-7-5335-175
constuctions,agricultural madines,and tydraulic re: STR 0224 fax: 421-7-5335-022
components under Sauer Co. license seeks joint Slovak Repubdic
ventue patner
Manufactuer of car & tuck air and oil fiters seeks n/a Viktor Tegelhof tel: 421-7-5335-175
joint ventue patner for production,financial,and re: Sandik a.s. fax: 421-7-5335-022
distribution coopestion. Monthly air filter cgpacity Slovak Repubdic
for cas of 60,000and 6,000dr trucks
Manufactuer of pessed pas for cas, press units, n/a Viktor Tegelhof tel: 421-7-5335-175
electic cariages,and mabine tools seeks comnuéal re: STR1263 fax: 421-7-5335-022
or production coopetion Slovak Repubic
U.S. patner soughtdr Czd producer of cankshafts n/a JanVesey IESC tel: 420-2-2499-3170
(various sizs up to 2500 mm length®)rfpupose of fax: 420-2-2499-3176
contract mamifactuing. Compap is supplier to ppduces Czech Repubic
of engnes br trucks, tractoss, ships,& stationary aggregates.
1996 tunover expected to be $20 million.
Partner soughtdr producer of diesel injection equipmeot f n/a JanVesey IESC tel: 420-2-2499-3170
developmentproduction,& sale of single and miti-cylinder fax: 420-2-2499-3176
in-line injection pumpsdr all types of diesel eimges,as well Czech Repubic
as Pr injection systemggesting measuing, & adjustment
equipment. 1995 taover was $40 million.
Manufactueer of plastic pas for Opel,MercedesVW, $5 million Csda Kilian re: Penmu tel: 36-1-118-0051
& Suzuki seeks equity pamer who is engged in plastic fax: 36-1-118-3732
processing bsiness Hungary
Supplier of se for Suzuki cas & spae pats for Ikaus n/a Csaa Kilian tel: 36-1-118-0051
seeks puwhaser Company undergoing privatization re: 02/Aut/96 fax: 36-1-118-3732
process:purchase ofers must be made befre 10/29/97. Hungary
Battery marufactuer seeks jointentue patner for $2.1 million Csda Kilian tel: 36-1-118-0051
processing usedehide stater bdteries re: Perion fax: 36-1-118-3732
Hungary
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New Car Sales in Bland: YTD June 1997

FUTURE

Compared toYTD June 1996

Sales Change (%) Mar ket Share I S S U E S

(units) (%)
Producer 1997 1996 1997 1996 Interview with Tamas Bori, MMG Automatika
LOCAL PRODUCTION & ASSEMBLY Poland Sales and Ryduction Stdistics
Audi 29 0 100.00%  0.01 0.00 Amended Cec & Slovak Customs Rules
Daevoo 61,395 40,201 52.72% 23.41 20.00 . .
Fiat 87,179 69,155  26.06%  33.25  34.40 Auto Interiors Review
Ford 4,788 3,208 49.25% 1.83 1.60 Compary Profile: Hella Hungary
GM-Opel 5,836 2,328 150.69% 2.23 1.16
Peugeot 13 153 91.50%  0.00 0.08 Regional Special Rport: Real Estae
Sed 2,462 0 100.00% 0.94 0.00
Skoda 11,453 7,180 59.51%  4.37 3.57 Daenoo FSO Updze
Tavrija 0 875 -100.00% 000 0.44 EU Policy on Cental & Eastem Europe
VW 1,006 0 100.00% 0.38 0.00
Total LP. 174,161 123,100 41.48%  66.42  61.24 Interview with Auto Engneering Dept. Head Dr
IMPORT Vince Negy
Alfa Romeo 693 132 425.00% 0.26 0.07 Czdh RQ)UHIC Sales Stéstics
Audi 159 153 3.52% 0.06 0.08
BMW 217 183 18.58%  0.08 0.09
Chiysler 353 338 4.44% 0.13 0.17
Citroen 5,960 3,123 90.84% 2.27 1.55
Daevoo 4,284 2,124 101.69% 1.63 1.06
Fiat 3,343 15,120 -77.89% 1.27 7.52
Ford 5,338 2,732 95.39% 2.04 1.36
GM-Opel 17,012 12,235 39.04% 6.49 6.09
Honda 4,911 2,901 69.29% 1.87 1.44
Hyundai 692 784 -11.73% 0.26 0.39
Jaguar 20 14 42.86% 0.01 0.01
Kia 71 177 59.89% 0.03 0.09
Lada 299 669 -55.31% 0.11 0.33
Lancia 123 83 48.19%  0.05 0.04 u Ote d
Mazda 235 0 100.00%  0.09 0.00
Mercedes 153 75 104.00% 0.06 0.04
Mitsubishi 299 88 239.77% 0.11 0.04
Nissan 4,697 2,040 130.25%  1.79 1.01 “In part because of\ercgpacity inWesten Euope and the optimism
Porsche 3 L 200.00% 0.00 0.00 of business deslopment peopleve see vercgpacity in [Cental and
Peugeot 6185 4,214 46.30% 235 2.10 Easten Euope] as well, which will put pressue onWesten Euope”
Renault 13,872 14,418 -3.79% 5.29 7.17
Akl 901 857 5.13% 0.34 0.43 “Sales [in Centl Euope] ae concentted pimarily in the lav end
Sad 28 49 -42.86%  0.01 0.02 Eighty-pecent of cas sold in Bland and the Gath Repulic tend to
Sed 5644 5410  433% 215  2.69 be under $10,000.
Skoda 0 0 0.00% 0.00 0.00
Ssangong 43 58 -25.86%  0.02 0.03 Dr. Keith Crane Director of Reseah, PlanEcon,Inc.
Subaun 0 0 0.00% 0.00 0.00
Suzuki 909 756 20.24% 0.35 0.38 Fokk
Tavrija 0 0 0.00% 0.00 0.00
Toyota 4455 3,044 46.35% 170 151 “Our eaty committment to futle gowth makets [is esponsite for
Volvo 415 337 23.15%  0.16 0.17 VW's inceasing matet shae in Cental & Easten Euiope]. We
VW 6,764 5,803 16.56%  2.58 2.89 shall contiie this poliy of enteting nev makets’”
Total Import 88,058 77,918 13.01% 33.58  38.76

“The futue competitie situgion will become mag cutthoa.”
TOTAL 262,219 201,018 30.45% 100.00 100.00
Michael Ulbiicht, Group R@resenttive for Easten Euiope

Souce: SAMAR s.c Volkswagen Group
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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 (440) 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




THIS IS A SPECIAL NEWS BULLETIN FROM:

AutoNe wsFast™

SPECIAL AUTOMOTIVE INDUSTRY EMAIL NEWS BULLETIN SERVICE

, CENTRAL
From the Publishers of the EElRes

On The Web at http:www .cear.com ™ NUafe]VIeIN\V=
REPOR™

***Begin Bulletin***

Automotive Market Highlights as they come in, info from CEAR™columns before
they are published, reliable auto industry rumors, automotive sales and

production figures, tips, info from or about automotive conferences, sneak

previews of upcoming stories in CEAR™interview excerpts. Short, Informative,
Fast. No long stories to download, read, or fill up your mailbox, just

AutoNewsFast™ on your computer every Monday morning.

The CEAR™’'s AutoNewsFast™ Special Automotive Industry Email News Bulletin
Service sends you weekly email news bulletins that keep you on top of what's
happening in the Central Europe Automotive Industry. Need a Competitive Edge

in Central Europe? Don't Be Left Behind™. AutoNewsFast™ keeps you ahead of the
competition, and at only USD$20.00 for a One Year Subscription , there’s no
reason to wait. Don’t miss another week of news. Fax your order today , mail

your personal, business, or bank check or wire tomorrow.

***End Bulletin®***

AutoNe wsFast™ ORDER FORM

Name Title
Company Business Activity

Street Ad dress City

State Zip/Post Code

Country Email Ad dress

Telephone Fax

ONE YEAR SUBSCRIPTION - Delivered Weekly to y our email ad dress.
Send Me a One Year Subscription to AutoNe wsFast™ for Only USD$20.00
Payment Options and Inf ormation

o | will Wire Funds o | will Mail a Check

Payment due in US Dollars or equivalent British Pounds, German Marks, French Francs, or Austrian Schillings.
We accept Personal, Company, or Bank Checks drawn on US, UK, German, French or Austrian Banks payable to
“Central European Trade & Marketing, L.L.C.” or wire funds to Colorado National Bank, 1600 28th St., Boulder, CO
80306 USA, Bank Routing #102000021, for Central European Trade & Marketing, L.L.C., Account #194311741285.
Subscriber/Customer is responsible for any wire fees.

Fax or Email Your Order, then Mail Your Chec k To:

CENTRAL EUROPEAUTOMOTIVE REPORT™ AutoNe wsFast™
4800 Baseline Rd. Suite E104-340, Boulder, Colorado 80303 USA
Tel: +1 (440) 843-9658 Fax: +1 (510) 927-2630 Email: cetmllc@ibm.net




