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ECONOMIC CONMITTEE 

_THE MOTOR INDUSTRY I N  EASTERN  EUROPE 

Note by the  FrenLcA Delegat ion 

Apart from some s t r ik ing  r e s u l t s  i n  c e r t a i n   c a t e g o r i e s ,  
such as spec ia l   heavy   du ty  a n d  m i l i t a r y   v e h i c l e s ,   t h e   m o t o r  
manufac tur ing   indus t ry  i n  the Soviet  Union m d  i n  the  People’s  
Democracies with a l o n g - s t a n d i n g   i n d u s t r i a l   t r a d i t i o n  - 
Czechoslovakia ,   the  GDR a n d  Poland - has not ye t   reached  a 
l e v e l  commensurate with that o f   i ndus t ry  as a whole i n  these 
coun t r i e s .  However, i n  these f o u r  coun t r i e s  a n d  i n  the  o t h e r  
European COMECON( 1) c o u n t r i e s p  as well  as in Yugoslavia, the 
l a t e s t  Five-Year Plans a n d  long- te rm  pro jec ts   p lace   increased  
emphasis  on the expansion o f  the motor  industry.  The aim is 
t o  adapt road t r a n s p o r t  t o  economic a n d  s t r a t e g i c   r e a l i t i e s  a n d  
t o  improve l i v i n g  s t a n d a r d s .  

A. s e x p a n s i o n  o f  t he   mo to r   i ndus t ry  i n  Eastern Europe 

2. When they  became r e s > o n s i v e   t o   t h e  need f o r  a 
considerable   expansion of car product ion  a n d  an improvement in  
the quality of   heavy  vehicles ,  the  c o u n t r i e s  with o l d -  
es tab l i shed   motor   manufac tur ing   indus t r ies ,   which   un t i l  then ~ 

had concent ra ted   exc lus ive ly  o n  commercial un i t   p roduc t ion ,  
found it necessary  t o  c o - o r d i n a t e   t h e i r   a c t i v i t i e s  within 
COIJECON a n d  t o  make use o f  Western technology. The c o u n t r i e s  
without  a na t iona l   mo to r   i ndus t ry  went ahead a n d  established 
one,  but  they had t o  d o  so  within the limits o f  the  intra- 
COMECON co-operative  framework a n d  o f  Western  technical  
assistLance e 

- .  (a )  s h e  national motor  i n d u s t r i e s  

3. The S0vi-e-J motor   manufactur in   industry i s  e s t a b l i s h e d  
i n  $he  Western USSR a n d  f r o m  1925 t o  19 % O it produced c a r s  f o r  
o f f i c i a l   u se   (Vo lga ,  Z i m  a n d  Chayka i n  the  Gorki p l a n t ;  

( l )  Counci l   for   Mutual  Economic Assis tance (COMECON). 
~ . 

Yugoslavia i s  an a s s o c i a t e  member. 

U .  R X S T R I C T E D  
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M o s b i t c h ,  ZTS a n d  l a t e r  ZIL i n  t h e  Moscow p l a n t  a n d  Zaporo je t s  
i n  t l ~ a  Zapo, .) e pL,ult)  b u t  above all genera l   purpose   t rucks .  
Dur ing   the  ""2 19 1-1965 Five-Year P lan  product ion  was concentrated 
more on t r u c k s  with b igger   payloads ,   spec ia l   vehic les ,   semi-  
t r a i l e r s  a n d  buses. Then i n  1966 the   indus t ry   reached  a t u r n i n g  
p o i n t  with the d e c i s i o n  t o  speed up national car   ou tput  a n d  
conclude  technical   agreements  with Western firms. 

4. Nothing came of  t h e  1966 agreements with F i a t  u n t i l  
1970 when t h e  first F i a t  124s r ebap t i sed  Zhyguly,  appeared on 
t h e  home market a n d  Lada on exgort   msrkets.   Renault  t o o k  a h a n d  
i n  modernizing  the lYIoscow p l a n t  a n d  i n  b u i l d i n g   t h e  Yzhevsk 
p l a n t ,  which came on  stream i n  1970. Both   t hese   f ac to r i e s  
produce  the  l?Ioskvitchs  Lastly, Germ,an, Br i t i sh ,  United  States  
a n d  French firms have shown i n t e r e s t  i n  t h e  p l a n  t o  bu i ld  m 
automotive  complex  on  the  r iver 1-a. 

5. PoLaqd had several   assembly p l a n t s  before  1940 a n d  a 
F i a t   f a c t o r y  8s e a r l y  as 1931. After  1950, t h e r e  w a s  only one 
enterprise  which  produced a few  Warszawas 'and Syrenas,  With 
t h e   r e t u r n  of F i a t  i n  19/57, t h e   i n d u s t r y  was r e o r g a n i z e d   i n   t h r e e  
c e n t r e s  - Warsaw, Bielsko 13ial.a a n d  Tychy - where  the  Pol ish - 
designed  Syrena a n d  t he   Po l sk i -F ia t  125, 126, 127 a n d  132 a r e  
made. These  centres  have a l a r g e  number o f  sub-contractors  in  
Poland ,and Yugoslavia. 

6 ,  For  hea ly   du ty   vehic les  a n d  long-dis tance  buses  
agreements  were  signed with Leyland ( d i e s e l   e n g i n e s )  a n d  B e r l i e t  
i n  1972 ( fo r   t he   cons t ruc t ion  o f  buses at  J e l c z  a n d ,  i n   t h e   n e a r  
f u t u r e  a t  Wrcclaw) . 

7. 'Czech@ovakia has a long-es tab l i shed  motor  cay  i n d u s t r y  
a n d  i t s  e n s n e e r s   h m f t e n  shown imaginat ion.  The i n d u s t r y ,  
s t a r t e d  i n  1905 when two b i cyc le   mechan ics   bu i l t   t he  first 
Czech c a r s  In  1924, t h e i r  f i r m  w a s  taken over by  Sk0d.a. There 
were many n?otor  compmies  before  the war but  only  Skoda a n d  
Tatra now remain. A t  one t i m e ,   t h e   i n d u s t r y  almost went over t o  
t h e  more p r o f i t a b l e   s e c t o r s  o f  machine tools a n d  s p a r e   p a r t s  but 
f o r  h i s t o r i c a l  a n d  . t r a d i t i o n a l  reasons  t h e  Czechs chose i n  t h e  
end t o  i nc rease   ca r   p roduc t ion .  They  extended  the Mlada Boleslav 
f a c t o r i e s ,   b u i l t  new ones in  Slovakia  a n d  signed  co-operative 
agreements with tine GDR; The p l a n s  t o   i n c r e a s e   t h e   o u t p u t  o f  
Skoda, Tatra a n d  Avia  (under   l icence f r o m  Saviem)  have  been 
approved  by COMECO8. 

v 

8. The =R has not called  on  Western firms, Only one 
of t h e  many pre-war marques  remainsg  namely  IFAp  which has 
f a c t o r i e s  a t  Eisenach and Zwickau m d  b u i l d s  t h e  rather 
an t iqua ted  Trabcants a n d  Wartburgs  which  are  based on 1956 DElV 

models. The GDR was Eastern  Europe 's   leading  car   producer  i n  
1965 but  it has now lost i ts  init ial .  l e a d .  It has acted i n  a 
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spirit of co-operation  by  agreeing  to  produce only light  trucks 
and vans and,  after 1975 , t o  sacrifice  the Trabant and WzrtbUrg 
in  favour of the  Skoda  models  built i:r con3unction  with 
Czechoslovakia.  The opewng of the  Ludwigsfelde  plant  has  meant 
an improvement  in  the  quantity  and  quality of the  trucks  produced. 

9. Hun ar  decided  to  forego  building or assembling  light 
cars  when + i ecame  clear  Lnat  national  output  would  have  to  top 
220,000 units a year to  be worthwhile. On the  other hand, the 
assembly of trucks in  the  Raba  and  Csepel  plants  and the building 
of the  Ikarus  long-distance  buses w i l l  provide  it  with  a.'big 
export  potential  within COPGCOM. Diesel  engines  are  being  built 
with  Western  assistance  at  Cy&  (Renault-Man-FerroStaal  syndicate) 
and  Eudapest  (Steyr-Daimler-Puch  and  Leyland) . - .  j' 

I O .  Until 1966, when  it  signed an agreement  with  'Renault , 
Rugwia had no motor  car  industry and produced  only  tractors 
and trucks.  The  Rumanians  are now building  Renault 8s and 12s 
under  the  name of Dacia,  as  well as Estafette vans, in  the  Pitesti 
factory.  They  have  been  building  an  improved  version of the 
Soviet  AR0 240 Jeep  in  Nuscel  since 1977, Heavy  vehicles  are 
produced  under  Russian or Czechoslovak  licences. 

11. Bu1  aria  only  started  building  cars  in 1968,:. in  which 
yearthe  firs * os vitches  and  Zhygulis  were  assembled  at  Lovetch 
with  technical  assistance  from  Fiat.  Under an agreement  signed 
in 1968, Renault  sends  parts for the  assembly of R.8s and R.IOs 
at Plovdiv. Rulgaria  builds trucks modelled on  the.Soviet  Madura, 
or in  con,junction  with Skoda, in  the  Swnen  plant. An enterprise 
in the.  port c;f Varna builds  Perkins  diesel  engines under licence. 

12. Yu  oslavia  started  assembling  cars  under  licence 
earlier t h m e r  Eastern  countries.  CitroQn 2 CV's, 
Ami 8s and CS's are  assembled  at  Kopar and Senozece,  Simca 1000s 
and I 3 0 l s  at  Titograd,  Renault R A S ,  R.68 and R.12~ a€ LjublJana, 
Alfa-Rombos  at  Ljubljana,  Austin 1300s at  Novi  Mesto,  etc. 
The  Kragujevac  plant  assembles  many of the  cars  in  the Fiat 
range  rebaptised  Zastava,  and  at  least  one of these  models  is 
exported.  National  enterprises  build vans and mec¶ium and 
heavy  trucks  with  engines  produced  under  British  or  Austrian 
licences and long-distance  buses  under Man and Ikarus  licenees. 

(b) The  pattern of co-o-ith the West 

13. Since 1966 the  pressure of necessity  has led to  the 
development of various  forms of bilateral and multilateral 
co-operation  with  the  We&,  which  the  economic  reforms  introduced 
in  the  East  has  made  possible. 

14. Co-operation  in  the  form of the  creation of joint 
enterprises,  investments  and  physical  presence  is  rare,  concerns 
certain  sectors  only  and  is  limited  geographically to Yugoslavia, 
Hungary  and Rqania. 
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159 The m z t  convenient system involves  manufacture  under 
licence  while t h e  FersomxCL are being  trained, lJIany examples 
of this  are  given  under  section (a), It should  be  added  that 
some  $tate  enterprises in the  East  European  countries  act as . 

sub-contractors  $or  West  European  firms.  For  exanple, Bosch 
has  sub-contracted in Slovenia,  Volkswagen  in  Silesia and 
Citrobn aad Ford-Taunus i n  Serbia. 

16. Most  of the agreements  to  manufacture  under  licence 
take  the form of offset  agreernents.which  are  very  difficult to 
work  out, 

(c)  Division of labour in the  Socialist  countries - 
17. A COMECON standardization  panel was set up in 1971 to 

implement  the  co-ordination  arrangements in the aatmotive 
industries, In the  face of reluctance the p a r t  cf menbes 
countries,COT4?3CON has not  been  able to organize a rational 
division of labour;  the  member  countries hzve accepted a 
general  specialization and it has had  to  agree to the . 
continuation of  production in each  country. 

18, The only  real  example of a division,,of  labour is  the 
standardization of heavy  vehicles, which have now been  separated 
into  three  groups: 

- vehicles w3"kh  three  axles 2nd an axle  weight, of six 

" twelve ton, air-cooled  all-purpose  vehicles',  built 
tons,  built in the  Soviet  Union arid Rymania; 

in Czeohoslovakia; 
L vehicles of over  twenty-seven  tons, built.in the 

: Soviet  Union. 
-, . 

19. There  are only five  marques of bus  left,  the  three 
most  important  being Ikarus of Budapest,  Karosa of Czechoslovakia 
and Jelcz of Poland, 

20. Car  production  was to have  been  confined  to 
Czechoslovakia  (Skoda) , Poland  (Warszawa) and the GDR (Wartburg 
and Traban-t), In actual  fact,  asselnbly  industries hwe  ayism 
in almost  all  the  countries and, by and large,  intra-COMECON 
co-operation  takes  the f o r m  of specialization  in  the  manufacture 
of certain  spare  parts and in bilateral assembly or sub-; 
contracting  agreements  between  the  Soviet Union and Bulgaria, 
the GDR and Czechoslovakia,  Poland and Yugoslavia  etc. 

21 , The  trend towards integration will probably  becoae 
sl;roY?ger  wi-khin  the COMECON during  the  next few years, If this 
happens,  the  East krropean market will become  more  difficult 
f o r  Western firms. 
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B, Output qf t h e  motor industgy 

(a) m (thousands) 

v 22, In most East European countries, a g rea t   e f for t  i s  
being made t o  remedy the  shortage of trucks. The Soviet  f igures  
give a f a l se  impression,  because  they ;traclude a majority of very 
o l d  vehicles, with small  payloads, which have soaetirnes done 
200,000 km o r  more, 

23. There are  s t i l l  no t  enough long-distance  buses t o  
provide an effective  public  road  transport service. 
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. - .  

JLGARIA 

[GOSLAVIA 

24. The above table   highl ights   the  effor t   that  has been mde 
boost car output. 

25. .The R u s s i a  have had trouble with their. Togliattl. and 
scow plants ,  tshere production was only half thé  planned target 
1971. Output i n  3974 i s  estimated t o  be as follows: Zhyguly, 
0,000; Moskvitch, 200,000; Volga, 75,000 and Zaporojet, 80,000. 

*D N A T O  
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26, Nearly a l l  the Czechoslovak vehicles  are made by 
Skoda. Poland is already  producing 150,000 Polski-Fiats a year 
and ultimately aims to   turn  out  200,000, The GDR has   bui l t  
100,000 Trabant.s .and 45,000 Wartburgs bat is  going  over t o  . . :  

making Skodas, It i s  planned  eventually t o  export one th i rd  
O f  the Rumanian Dacias, and Ford and  Volkswagen have  been 
invited - but have not  agreed - t o  s e t  themselves up i n  
Rumania. Yugoslavia i s  turning out more than 100,000 Fia t s  a 
year , 

(c) New de_partures 

27. The guidelines f o r  the current 5-Year Plans i l l u s t r a t e  
a determination t o  boos t  vehicle  production i n   t h e  l i g h t  of 
economic requirements and also, although  cautiously, with a 
view t o  meeting the  popular demand f o r  private  cars. 

28. The output of trucks w i l l  be increased and improved 
through the  construction o f  large complexes l i ke   t he  one  on the 
Kama, which has an annual . target of 150,000 trucks and 250,000 
d iese l   engines   the   f i r s t 'o f  which w i l l  be coming o f f  the 
production  lines a t  end-1976, and the  modernization and expansion 
of  the Minsk and Zodino p l an t s   i n  the Soviet Union, the Skoda 
and Tatra f a c t o r i e s   i n  Czechoslovakia and GyQs p l a n t   i n  Hungary. 
The average payload'of the  vehicles w i l l  a l s o  be increased 
( i n  Minsk trucks of  30, 50 and 75 tons  are  being  buil t) .  

29, The rise in the. Gutput of l i g h t  vehicles  in Russia 
may be,  very  striking on paper (328% from one Plan t o  the next) 
but it i s  par t ly ,due  to the poor  resu l t s  of the preceding 
Plan, The au thor i t ies  now seem t o   l o o k  upon car  ownership as  a 
legitimate  family  aspiration,  Nonetheless,  the first signs 
of ,the  advent of  a "consumer societyts  are  being  regarded with 
great  circwnspection. For one thing, the prices  are a deterrent; 
the Moskvitch 412 which s e l l s  f o r  11,000 f rancs   in  France costs 
twice as much in   the  Soviet  Union. The pr ice  o f  a Zhyguly is 
equivalent t o  an average .income f o r  three Or four  years,  although 
it must be remembered that   there  are two wage-earners i n  a family,.. 
In   sp i te  of these  daunting  prices, everyone  wants a car  even if 
it means clubbing  together t o  raise  the  purchase  price and. 
waiting  anything from one t o  three  years f o r  delivery, It is 
estimated that  one-fifth o f  domestic  savings has already been 
devoted t o  the  purchase of cars. 

30. Among the  other  Eastern  countries,  the GDR, 
Czechoslovakia and Yugoslavia are   not   far  behind the  Vestern 
countr ies   in   the number of inhabitants  per  vehicle. Rumania 
prefers t o  export and Bulgaria, Hungary and Poland are  s t i l l  
a long way behind. The problems of entering  the motor age 
therefore  vary  greatly f rom.  one country t o  mother and it is  
the  Soviet Union  which is experiencing  the  greatest   difficulty 
i n  developing i t s  automotive  industry, 
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C. ,I"Pi.li=". OBSTACLES TO THE DEK3LOPMENT OF THE SOVIET MOTOR INDUSTRY " 
31. The caution,  not  to say the  suspicion, with whfch 

Soviet  planners have embasked on the development 09 t h e  motor 
manufacturing  industry can be explained on ideological grounds 
but a l s o  by the  f ac t  t h a t  t h i s  development, modest as  it may 
have  been so  far ,  has  already run into  ser ious  diff icul t ies .  

3 2 .  The road network i s  s t i l l  inadequate; by way of  
comparison it is  only twice the French  network f o r  an area  for ty  
times greater. The surfacing i s  poor a d ,  of course,  there a re  
extremes of climate t o  contend with. - A l l  t h i s  means tha t   p r iva te  
owners w i l l  be tempted -bo confine  their  motoring t o  urban areas 
and go by rail, and even more by a i r ,  Ecr L m g  Journeys. 

respects,   the motor age i s  corning too first, In  Moscow, a big 
c i t y  with impressively  large  thoroughfares, 3QO,O.O3 t rucks and 
160,000 pr ivate  cars  are creating  frequent jams and accidents 
because o f  the poor system o f  t r a f f i c  signs, careless drivers  
.and  imprudent  pedestrians,  In  the whole OP the   c i ty ,   there   are  
only t h i r t y  garages and a score o r  so of  service  s ta t ions open 
to   pr ivate   vehicles .  There a re  a few car  parks and cars   s tay 
out a l l  the  winter  under  covers and appear again when the  good 
weather  returns. Repadrs present a problem and spare  parts  are 
unobtainable, The stripping of  cars  a t  night  has become almost 
a national  pastime and motorists  take  their  windscreen  wipers 
indoors with them when they lock up their   cars .  There i s  l i t t l e  
hope of improvement because plans t o  b u i l d  garages, workshops, 
service  s ta t ions and the   l i ke  cannot  keep up with the   ra te  a t  
which cars  are  being  registered. 

33. For a country which is  still. under-developed i n  c e r t a h  

34.  S t r i c t l y  speakfng, the o i l  crisis should  not  affect 
motor t r a f f i c   i n  the Soviet  Union(1). Even with the  increase  in  
the  number of motor vehicles on the road, consumption of fue l  
i n  1975 is  n o t  expected t o  exceed 1% of  the  total   refined  product 
output. Be t h i s  as it may, there  are  already reports of  economy 
measures which affect   pr ivate  m o t o r i s t s ,  

D. COI'JCLUSION 

35* The motor industry  in  Eastern Ehrop&is bound t o  expand 
greatly  during  the  next few years. 

(1 ) Unlike the other East European countries, where the rise i n  
the pr ice  o f  f u e l  and raw materials makes it more d i f f i c u l t  
t o  export and w i l l  probably accentuate dependence on the USSR. 
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36. The production  of  trucks  should  increase  sufficiently 
t o  cover p r io r i ty  economic and militzry  requirements, Road 
transport can  provide an  increasingly complex and divers i f ied 
ecolnomy with far  more f lex ib i l i ty   than  can the  railways, 
m l i t a r y   u n i t s  w i l l  be 100% equipped with their  own transport  
f a c i l i t i e s  and w i l l  no longer have t o   f a l l  back on the   l og i s t i ca l ly  
unsatisfactory  expedient of requisit ioning  civil ian  vehicles.  
In  any case, it w i l l  cer ta inly become increasingly  impracticable 
t o  improvise requis i t ions i n  the sovkhozes and kolkhozes as 
happened during  the  invasion of Czechoslovakia i n  1968. 

37, Judging by the guidel ines   for   the  la tes t  Plans and the  
level o f  investment i n  the branch  concerned, ear  output i s  l i ke ly  
t o  r ise   s teeply.  I t  i s  worth noting,  furthermore,  that  the  East 
European-built cars ,  which are more rugged than most of t h e i r  
Western r iva ls ,   a re  competing with increasing  success on the  
export  markets with the models  from which they  originally  derived. 

38. But some serious problems have still to   be overcome; 
the st;pply of spare  parts t o  the  manufacturers i s  unsatisfactory 
and, above a l l ,  the  East European motor manufacturers w i l l  have 
t o  r e l y  on the West f o r  a long  time t o  come for machinery, 
equipment and know-how, al1 of  which have become  much  more 
expensive since  the 1973 c r i s i s .  

39. The guidelinesfor  the  next 5-Year Plans, which w i l l  be 
issued a t  the end of 1975, w i l l  show jus t  how far ,  i n   s p i t e  of  
these  diff icul t ies ,   the  East European governments are prepared 
t o  move in the direct ion o f  a form o f  consumer society  typified 
by private  car ownership. 

NATO, 
1110 Brussels. 
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