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THE POST-SOVIET AUTOMOBILE INDUSTRY
FIRST SIGNS OF REVIVAL

Leonid Sintserov

After a long recession the Russian motor
vehicle industry is on the rise now. Experts say that
it is precisely this industry that is responsible for
the economic recovery: in 1997 industrial
production in Russia grew by 2 per cent and the
GDP - by 0.4 per cent. In 1997 the Russian car
production increased by 13.2 per cent in
comparison with 1996 and achieved 981 thousand.
The largest manufacturer AvtoVAZ (Togliatti)
extended output by 8.8 per cent, UAZ (Ulianovsk)
by 52 per cent, KamAZ (Naberezhnye Chelny)
doubled its output of cars, etc. The truck
production in Russia grew by 7 per cent and
reached 148 thousand in 1997. The output of
lorries in Moscow (AMO ZIL) more than doubled,
UAZ raised its output by 39 per cent, GAZ
(Nizhniy Novgorod) - by 8.8 per cent. The Russian
bus production increased by 23 per cent (Table I).
The great boom in SKD and CKD assembly has set
in. The SKD-assembly grew by almost 300 per
cent and achieved 15.2 thousand automobiles in
1997. About 40 thousand knocked-down cars are to
be assembled in this country in 1998.

The last decade of the XXth century turned out
a period of unprecedented shifts in the Post-Soviet
automotive industry. While during the World War
II the Soviet car and truck production fell by 75 per
cent, in the 1990s the Russian output of motor
vehicles has declined by 45 per cent, in Byelorussia
- by 75 per cent, in the Ukraine - by 98 per cent.
Production of commercial vehicles has become
insignificant in the Transcaucasus. The only Post-
Soviet plant located outside the CIS in Latvia (RAF
in Elgava) practically stopped in 1997. Owing to
the crisis the automotive industry "returned" to
Russia: the Russian share in the Post-Soviet
production of motor vehicles made up 96 per cent
in 1996 (83-84 per cent in 1990). Thus, the
situation of the early 1950s was restored.

The current crisis has a structural nature - the
industry is getting accustomed to the new market
environment. The Soviet motor vehicle industry
was created in the 1930s for industrial and defence
purposes: it manufactured mostly trucks.

Passenger cars accounted for only 12 per cent of
the total output before the World War II and 31 per
cent in 1960. Only since 1972 passenger car
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production has become the leading sector. In 1990
Russia was the fourth largest producer of trucks
and the eighth largest producer of cars in the world.
Manufacturing of commercial vehicles fell a victim
to the crisis. While automobile production declined
by 28 per cent between 1990 and 1996, the output
of commercial vehicles decreased by almost 80 per
cent - to the level of 1936. As a result, the share of
passenger cars in the manufacturing rose from 62
per cent to 86 per cent (94 per cent in Germany, 88
per cent in Italy). Personal motorization is now a
decisive factor for the progress of the present
industry.

Demand for commercial vehicles has drastically
diminished in the past few years. It was provoked
by the general economic decline which reduced the

amount of goods traffic. Secondly, the two major
clients of the industry - the army and the Ministry
of Agriculture - have become insolvent. GAZ
trucks accounted for 3/4 of all the commercial
vehicles in the Soviet agriculture.

State farms and collective farms used to
purchase about 70 per cent of GAZ annual
production and 30 thousand trucks from the
Moscow ZIL plant. There are about 260 thousand
ZIL trucks in the Russian army now, this makes up
40 per cent of all the military fleet of motor
vehicles. The War Ministry used to be the major
customer of the plants located in Miass (UralAZ)
and Bryansk (BAZ). At present the Russian Armed
Forces buy 25 times less motor vehicles than
before.

Table 1.- Russia: Production of Motor Vehicles

Producer 1995 1996 Increase

(%)

1997 Increase

(%)

Passenger Cars

GAZ 118,673 124,284 4.7 124,339 0.04

KamAZ 8, 638 8,935 3.4 17,933 100.7

AvtoVAZ 607,091 680,570 12.1 740,526 8.8

SeAZ (Serpukhov, near Moscow) 1,934 3,671 89.8 8,302 126.2

Moskvich (AZLK) 40,600 2,929 -92.8 20,599 603.3

UAZ 44,880 33,701 -24.9 51,411 52.6

Krasny Aksai 321 4,062 1165.4 13,225 225.6

Izhmash (Izhevsk) 12,779 9,146 -28.4 5,544 -39.4

Total 834,916 867,301 3.9 981,887 13.2

TRUCKS

AMO ZIL 10,187 7,200 -29.3 18,281 153.9

GAZ 81,619 80,375 -1.5 87,482 8.8

Including: Gazelle 57,622 71,021 23.3 84,363 18.9

KamAZ 20,844 20,814 -0.1 12,765 -38.7

UralAZ (Miass) 9,201 6,522 -29.1 5,339 -18.1

UAZ 15,071 14,760 -2.1 20,557 39.3

Izhmash 12,839 7,101 -44.7 2,470 -65.2

Total 152,607 138,782 -9.1 148,611 7.1

BUSES

UAZ 24,972 21,084 -15.6 24,475 16.1

Likino Bus Works 444 234 -47.3 129 -44.9

Kurgan Bus Works 1,186 1,077 -9.2 769 -28.6

Pavlovo Bus Works 7,800 7,235 -7.2 8,681 20.0

GAZ - 4,482 - 8,596 91.8

Total 37,359 35,223 -5.3 43,412 23.2

TOTAL 1,024,882 1,041,306 1.6 1,173,910 12.7
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Structural disproportion is the major inner
reason of the decline. Until 1990 medium-sized
lorries with carrying capacity of 4-8 tons accounted
for nearly 70 per cent of all the commercial vehicle
produced in Russia (exclusive of buses). These
vehicles were extremely ineffective. As a rule, only
10-30 per cent of their carrying capacity was made
use of.

In contrast to the rest of the world an average
Soviet lorry had a carrying capacity of 6.4 tons. In
the USA vehicles with carrying capacity of two
tons and less account for 88 per cent of the whole
fleet of trucks. In France light vehicles (with
carrying capacity of 1.5 ton or less) account for 70
per cent of all commercial vehicles, in Britain - 64
per cent, in Japan - 77 per cent. Sales of the
traditional medium-sized trucks in Russia have
diminished by nearly 90 per cent in the 1990s.
Economical and light commercial vehicles are
popular now. This new market segment is created
by small business, retail trade, private farms, etc.

Since 1996 light trucks and vans have become
the major products in the commercial sector - in the
year 1990 this type of motor vehicles accounted for
only 16 per cent of the output. Owing to the new
model called Gazelle GAZ controls almost 2/3 of
sales on the national commercial vehicle market.
Trucks of the medium size now total only 1.5 per
cent of the GAZ output. "ZIL - 53010" made in
Moscow is another popular model. Its share in the
production program of ZIL is growing: 2 per cent -
in 1995, 18 per cent - in 1996, 57 per cent - in
1997. ZIL used to manufacture 209 thousand trucks
per annum (1988). Now the yearly output is only
18 thousand. Another growing sector is production
of trucks equipped with Diesel engines. Their share
has increased from 22 per cent to nearly 1/3 in the
1990s.

Automotive production in Russia has become
much more geographically concentrated in the
1990s. In the Soviet times more than 3/4 of all the
Russian automobiles and commercial vehicles were
produced inside the Gorky (now Nizhniy
Novgorod) - Togliatti-Izhevsk "triangular". This
region produced as many motor vehicles as Britain
or Spain. Moscow accounting for another 20 per
cent of the Russian output surpassed all the other
Soviet republics taken together as a motor vehicle
producer.

In 1996 the share of the "triangular" in the
national output made up 97 per cent. Only Togliatti
(AvtoVAZ) and Nizhniy Novgorod (GAZ)
accounted for 86 per cent of the whole Russian
production of motor vehicles .

The contribution of GAZ in the city budget
amounts to 40 per cent. AvtoVAZ accounts for 35
per cent of industrial production in the Samara
region, where Togliatti is located. Owing to
AvtoVAZ, where 110 thousand people are
engaged, Togliatti is among the most prosperous
Russian cities: the average family here has an
income of more than 4 thousand roubles per month,
the rate of unemployment is only 2.5 per cent.
There are 200 thousand passenger cars per 700
thousand inhabitants here. Togliatti concentrates all
the AvtoVAZ assembly    operations in Russia and
45 per cent of the component production.

Russian manufacturers have reduced export and
raised their domestic sales. While in 1990 Russia
exported 55 per cent of all the motor vehicles
produced (including shipments to the former Soviet
republics), at present the quota of exports is only 17
per cent. First of all, it is explained by the
dissolution of the USSR. Russian car and
commercial vehicle sales in the former Soviet
republics have decreased by 95 per cent in the
1990s.

Every year Kazakhstan imports 1,700 buses,
more than 5 thousand trucks and vans, 60-100
thousand passenger cars - most of them are second-
hand vehicles made outside the CIS. Russian
producers have also lost their traditional markets in
Europe: both in former satellite countries and in
industrialised nations. AvtoVAZ used to control
13.5 per cent of the Finnish car market, now - only
4 per cent or even less.

The Lada and Samara share in Bulgaria
decreased by 40 per cent in 1994-1996, in Hungary
- from 19.5 per cent to 5.8 per cent during the same
period of time. The share of AvtoVAZ on the
Central European car market has become
insignificant. Lada is not sold in Great Britain any
more. In former times AvtoVAZ used to sell 25-28
thousand autos in the United Kingdom per year.

In 1997 the export was stopped for ecological
reasons. Last year the Russian car exports
diminished by another 16-18 per cent. It is
remarkable that exports to the neighbouring CIS
countries amount to only 4.5-5 per cent of the total
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export sales. AvtoVAZ reduced its exports from
132,288 cars in 1996 to 93,375 cars in 1997. Only
6-7 per cent of all the commercial vehicles
produced in Russia were exported in 1997 (11 per
cent in 1996). Domestic consumption has become
the major factor of the development of the Russian
automotive industry.

The Russian automobile industry has retreated
not only from its foreign markets but also from
several regional markets inside Russia. Today the
domestic market for the national motor-car industry
stretches in fact from Smolensk to Chita. The
peripheral markets of the Kaliningrad enclave and
of the Far East have been lost to foreign
competitors.

The high level of motorization in Moscow and
in Khanty-Mansiisky Autonomous region
("Russian Kuwait") is explained by their high
living standards. There are 100 thousand cars in
Surgut (the capital of the Khanty-Mansiysky
Autonomous region) per 300 thousand people. The
situation in the Far East and in the Kaliningrad
enclave is quite different. High level of
motorization in these regions is determined
exclusively by their geographical location - by
proximity to rich foreign markets. Moscow has
become the core of the new-born Russian passenger
car market.

The number of automobiles in Moscow
increased by 30-32 thousand per annum in the late
1980s, by 65 thousand - in 1991, by 92 thousand -
in 1992 and by 200-250 thousand per annum in the
past few years. The Soviet Union used to import
only commercial vehicles (25 thousand annually) :
city buses from Hungary, Tatra heavy trucks and
Avia light vans from Czechoslovakia, Polish vans
and East German trucks. In the 1990s Russia has
transformed from net exporter to net importer of
cars. According to the official data in 1996 Russia
imported 150 thousand automobiles.

The share of foreign autos in the Russian fleet of
cars increased from 2 per cent in 1992 to 17.5 per
cent in 1997. The majority of imported motor
vehicles are second-hand products (80 per cent
among trucks). Russian models account for 87 per
cent of all sales on the home market of new cars.
Owing to increased import and growing domestic
sales of the national producers the fleet of cars in
Russia has doubled in the 1990s and is over 16
million now.

This increase took place against the background
of economic crisis. It is also substantial that the
population of Russia reduced by 1.5 million
between 1992 and 1.11.1997. The role of Russia as
a core market in the Post-Soviet space has
strengthened in the past few years. Nowadays the
domestic market consumes 83 per cent of the
Russian output of motor vehicles in comparison
with former 45 per cent.

In 1996-1997 85 per cent of trucks made in the
Ukraine and Byelorussia were sold in Russia in
contrast to 57 per cent in 1990. At present the
Ukrainian and Byelorussian lorries make up 35 per
cent of the Russian market of heavy trucks. 85-90
per cent of SKD-cars assembled in Byelorussia are
also exported to Russia. The Russian market
consumes 72 per cent of Volvo cars sold in the ex-
USSR.

In 1997 Volvo's sales in Russia increased by 28
per cent in contrast to the previous year (Table 2).

Table 2. - Volvo's Car Sales in the Former

Soviet Union

Countries 1997 1996

Russia 2,498 1,959

Estonia 278 120

Latvia 265 157

Ukraine 207 224

Lithuania 117 124

Byelorussia 48 81

Kazakhstan 47 19

The annual growth of the Russian fleet of cars in
the 1990s is 2.5-3 times larger than in the 1980s. 31
per cent of Russian families have a car now in
comparison with 18 per cent in 1990, 10 per cent in
1980 and 2 per cent in 1970. The Russian level of
motorization now makes up 110 cars per 1,000
inhabitants (6 - in 1970, 30 - in 1980, 58.6 - in
1990). But still Russia lags behind most European
countries: there are 496 autos per 1,000 people in
Germany, 165 - in Bulgaria, 176 - in Poland, 204 -
in Hungary and 287 - in the Czech Republic.
Collapse of empires causes serious consequences
for automotive industry. Russo-Balt in Riga was
the largest car producer in the whole Russian
Empire. It never resumed production after 1917.

After dissolution of Austria-Hungary the
Austrian motor-car industry became insignificant.
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It took decades for the British automobile industry
to get rid of its empire past.

Disintegration of the USSR created new
impulses for the Russian automotive industry
through the import substitution mechanism. After
dissolution of the Soviet Union all manufacturing
of small passenger cars and jeeps was left in the
Ukraine (Zaporozhye, Lutsk ), nearly 1/3 of heavy
truck production remained in Byelorussia (Minsk)
and in the Ukraine (Kremenchug), about 50 per
cent of small van and bus production was left in
Latvia (Elgava) and Armenia (Yerevan), all
production of tourist and medium-sized buses
remained in Lvov (the Ukraine).

The unfinished plant planned for manufacturing
of  light trucks and vans is located in Azerbaijan
(Kirovobad). New production capacities established
in Russia are to replace those remained abroad. The
Latvian RAF and Armenian ErAZ vehicles are
substituted by small vans, trucks and buses named
Gazelle. Only when cheap Ukranian automobiles
disappeared from the Russian market in 1995-1996
the national production of tiny passenger cars
became substantial, etc.

The domestic market is big enough so that
Russia can afford to produce nearly  all types of
motor vehicles. Russia is losing control over the
automotive industry in the neighbouring countries.
The production of motor vehicles in the former
Soviet republics was closely tied to the Russian
industry, supplemented it.

Only various stages of car, truck or bus
production were located in these republics. Even
now the automobile plant in Zaporozhye receives
70 per cent of all parts from Russia, the bus works
in Lvov - 62 per cent, the truck plant in Minsk buys
40-45 per cent of components in Russia. 95 per
cent of lorries produced in Minsk are equipped with
engines made in Yaroslavl. The RAF works in
Latvia obtains 70 per cent of components from the
former "parent state".

The motor vehicle plant in Yerevan purchases
about 60 per cent of components in Russia. But the
former ìSoviet" division of labour becomes out of
date. A new SKD-assembly plant opened in
Byelorussia near Minsk (Obchak) last summer is
supplied with knocked-down kits from Germany. 6-
7.5 thousand cars and vans can be  made there
annually in one shift. A new CKD- assembly plant
is built in Uzbekistan. It is supplied with knocked-
down kits from South Korea and with metal from

Germany. The automobile works in the Ukrainian
city of Zaporozhye is bought by Daewoo.

After restructuring mostly Korean and German
models will be manufactured there. In 1996 54 per
cent and in 1997 nearly 80 per cent of motor
vehicle production in the CIS member countries
didn't have any co-operative ties with Russia. Since
1996 Uzbekistan has become the second largest
producer of passenger cars in the CIS.

The first automobile works in Central Asia is
built in the town of Asaka near Andizhan. It's a
joint venture with South Korean company Daewoo.
The works (UzDaewoo) is established on the basis
of the tractor trailer plant - local subsidiary of the
Tashkent tractor plant. 25 thousand cars were made
in Asaka in 1996, about 100 thousand - in 1997. In
the current year UzDaewoo is to manufacture 160
thousand automobiles. The designed capacity (200
thousand cars per annum) will be achieved in 2000.
High customs and excise-duties on imported
automobiles have been introduced in Uzbekistan to
support the new-born motor-car industry.

The plant in Asaka and its suppliers are relieved
of all duties for the next five years. UzDaewoo cars
are sold in Uzbekistan on the instalment plan . But
still the local market is too narrow. It is expected
that only 56 thousand automobiles will be sold here
in 2001.

It is evident now, that UzDaewoo is a link in a
gigantic Daewoo empire created in Europe and
Asia in the 1990s: Poland, Romania, the Ukraine,
Russia and Uzbekistan. There are several reasons
for this locational decision. Firstly, Uzbekistan is
the most stable investment zone in the CIS with
low manufacturing and labour expenses (there is a
ten-hour shift at UzDaewoo). Secondly, the Uzbeks
and the Koreans have similar mentality and
traditions. There are 200 thousand ethnic Koreans
living in this country. But the main reason is that
the Asaka plant gives access to vast markets: on the
one hand, Uzbekistan is a regional Islamic
superpower, on the other hand, it is a member state
of a customs union along with other CIS countries.

Uzbek goods have considerable privileges when
importing in Russia. Instruction N 01-14/1400 of
the Russian Federation State Customs Committee
says: "Nexia, Tico and Damas automobiles, made
in the Uzbek Republic are considered to be goods
of the Uzbek origin and have customs advantages
envisaged for the goods originating in the CIS
member countries".



    Actes du GERPISA n° 28116

The UzDaewoo works in Asaka is a CKD-
assembly project. At present 70 per cent of parts
are delivered from South Korea. The plant employs
over 3.5 thousand people. In the course of two or
three years four plants manufacturing auto parts
will be built in the Andizhan region and also an
engine works in the Uzbek capital Tashkent. On the
whole about 50 plants will have been established or
restructured by 2001 to supply the new automobile
works. The local content will make up 70-80 per
cent and this, as expected, will allow to lower the
production expenses by 10-15 per cent. It is
reported that a Uzbek-American joint venture
began manufacturing of a tiny passenger car called
Olymp in Tashkent. This model (its old name is
Trabant) was formerly produced in East Germany
in Zwickau. The yearly output is supposed to make
up 30 thousand.

The largest Ukrainian manufacturer AvtoZAZ in
Zaporozhye has recently formed a joint venture
with Daewoo (German Opel also has 20 per cent in
the enterprise). In the nearest future the works will
resume production of the Ukrainian Tavria cars and
launch SKD-assembly of a Daewoo model. When
new assembly facilities are created in Zaporozhye
the joint venture will start production of a wider
range of models: two versions of modernised
Tavria, Korean Lanos, Nubira and Leganza,
German Opel Astra and Opel Vectra and also jeeps,
small vans and light trucks. By the end of this year
the joint venture will have made 40 thousand cars.
Its designed capacity is 250 - 300 thousand
automobiles and commercial vehicles per annum.

About 50 per cent of the output will be exported
to Russia and other CIS countries. During the next
ten years 1.5 billion dollars will be invested in the
project. It is expected that 130 Ukrainian plants will
be engaged in the production of parts. The
AvtoZAZ-Daewoo joint venture is granted
considerable privileges amounting to 2.5 billion
dollars in the course of ten years. Besides, the
Ukrainian Government introduced tough measures
against second-hand car import. Ukrainians paid
more than two billion dollars for foreign
automobiles in 1997: 200-300 thousand cars were
imported in the country (most of them were
second-hand autos).

Automotive industry in the Post-Soviet states
becomes less specialised and more diversified
according to their national interests in contrast to
former rigid and narrow specialisation within the

Soviet state-planning system. German buses, Ford
passenger cars and vans are now made in
Byelorussia besides traditional heavy trucks. Light
trucks, vans and middle class cars have been added
lately to the Ukrainian motor vehicle production.
The Lvov bus plant is undergoing restructuring in
order to manufacture a wide range of buses.
Compact and medium-sized passenger cars and
also small vans are made in Uzbekistan. The same
tendency towards more diversification is also
typical of Russian plants. AvtoVAZ for instance is
preparing production of small vans and light trucks.

In attempt to restore their market presence
Russian producers establish assembly lines in the
former Soviet republics.

Before 1947 all the Soviet motor vehicles had
been manufactured in Russia. Only in the next two
decades a substantial share of production was
located in the neighbouring republics. In autumn
1947 the first truck was made in Minsk. It was the
first Soviet motor vehicle ever produced outside
Russia.

In 1955 Russian plants accounted for 92 per
cent of the Soviet output of motor vehicles.

In 1947-1958 the motor vehicle production was
created in Byelorussia on the Russian technological
basis, in 1957-1967 - in the Ukraine, in 1961 - in
Latvia, in 1966 - in Armenia.

The second stage of Russian expansion was
launched in the mid- 1990s. Nearly three thousand
Gazelle vans and trucks were made on the GAZ
assembly lines located in Kishinev, Alma-Ata and
Simferopol in 1996. Volga passenger cars have also
been produced in the Crimea since the last spring.

The Russian GAZ company intends to place
another assembly affiliate in the Ukraine near Kiev.
A Russian pickup (Mockvich) will be assembled in
the Armenian capital Yerevan soon. On the other
hand compact Ukrainian jeeps LuAZ (originated
from Lutsk) are assembled near Moscow. Import of
these cheep and popular vehicles to Russia was
broken four years ago. Russian companies locate
their assembly lines in the CIS, European and other
countries.

Since autumn 1996 AvtoVAZ cars have been
made in Finland. The Euro Samara automobiles
assembled in Uusikaupunki have 85 per cent of
Russian content. 4.6 thousand Russian autos were
made in Suomi in 1996, 24 thousand in 1997, 12
thousand are to be assembled in 1998.
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Location of assembly lines on export markets is
a new tendency for the Post-Soviet industry.
Russian commercial vehicles named Gazelle are
assembled in the Czech republic (Roudnitze) with
Italian engines. The Byelorussian MAZ trucks are
assembled in Poland near Slupsk (Dembnitz
Kashubski) and the Ukrainian Tavria cars are
assembled in Lodz. Russia and China have agreed
to assemble the Ural trucks in the Shansi province.
KamAZ considers a suggestion to assemble its tiny
Oka cars in the United Arab Emirates. There are
more than ten thousand KamAZ trucks in Vietnam.
Local government intends to establish an assembly
operation of the    KamAZ lorries in the country.
AvtoVAZ conducts negotiations in Brazil and
Argentina over the similar problem.

The second round of expansion of the
automotive industry to the national autonomous
republics inside Russia is gaining momentum
nowadays. In the Russian Federation motor
vehicles had been made only in Russian lands until
the late 1960s. The first plant in the ethnic
autonomies was built in Udmurtia (Izhevsk) in
1967.

The largest European works producing heavy
trucks was put into operation in Tatarstan in 1976
(KamAZ in Naberezhnye Chelny). It accounts for
8.6 per cent of the industrial production of
Tatarstan. Passenger car manufacturing was
founded in Tatarstan in the years of reforms. The
first Oka car was made here at the KamAZ plant in
December 1987.

Only 50 thousand automobiles were
manufactured in Naberezhnye Chelny in the next
ten years. When AvtoVAZ stopped to make Oka in
1995, its production in Tatarstan began rapidly
growing. Last year the output of automobiles in
Naberezhnye Chelny (18 thousand) surpassed the
traditional truck production (13.5 thousand). It is
planned to manufacture 50 thousand cars here in
2000 and 150 thousand in 2005. Since late autumn
1996 Chevrolet Blazer jeeps have been assembled
in Yelabuga (Tatarstan), 40 kilometres from
Naberezhnye Chelny.

Semi-finished autos come here from the
Brazilian affiliate of GM. At present only 12 per
cent of the final cost is added in Tatarstan. 50
thousand jeeps per annum will be made here and
the local content will amount to 50 per cent. It is
also reported that the Gazelle commercial vehicle

will be assembled in the Daghestan Autonomous
Republic (Izberbash).

The contemporary geography of the Russian
motor vehicle industry goes back to the World War
I. In 1916 The Major technical department of the
Russian army made contracts with industrialists of
building six plants with total capacity of 7.5
thousand motor vehicles per annum: AMO in
Moscow, Russo-Balt and Bekos - near Moscow,
Lebedev in Yaroslavl, Russian Renault - in
Rybinsk and Aksai - in Rostov-on-Don. Only half
of these plants were destined to make motor
vehicles. Since 1924 the AMO works in Moscow
(now AMO ZIL) has been involved in motor
vehicle production. The plant in Yaroslavl made
trucks between 1926 and 1959. Now it produces
engines.

The first SKD-assembly project in the
contemporary Russia was launched at the Krasny
Aksai works (the old name is Aksai) in Rostov-on-
Don in Autumn 1995. The traditional specialisation
of this plant is production of agricultural
cultivators. 330 Daewoo cars were assembled here
in 1995, 4,062 cars - in 1996.

About 12 thousand Daewoo cars    were made in
Rostov-on-Don last year. When the pace of
assembly reached one thousand cars per month (in
1997) the import of built-up autos in Russia from
South Korea was stopped. The designed capacity of
the project is 50 thousand cars per annum. High
protectionist barriers created by Russia in 1994
launched import substitution mechanism.

Car-assembly projects are mushrooming in this
country. About 40 thousand automobiles are to be
assembled in Russia of imported kits in 1998.
Another Daewoo assembly (CKD) facility will be
opened later this year in Taganrog, 70 kilometres
from Rostov-on-Don. 120 thousand passenger cars
will be put there together yearly.

Ford is about to invest 150 million dollars in car
production in Russia. Its assembly works is likely
to be located in Vsevolozhsk near Petersburg. The
Kaliningrad enclave (former Eastern Prussia) on
the Baltic sea shore, which has a status of free
economic zone, is a particularly favourable location
for assembly operations. Kia SKD-cars have been
assembled in Kaliningrad since last spring. It is
scheduled to put together 12 thousand autos there
in 1998. The final goal is to produce 130 thousand
vehicles per annum. It is planned that local content
will make up 60-65 per cent five years later. 1.2
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billion dollars will be invested in the project. In
1997 30 thousand cars were imported in the
Kalinigrad enclave. On the initiative of the
Kaliningrad authorities and in order to protect the
local assembly projects the Russian government
has introduced limitations on automobile import to
the enclave (Resolution N    281).

It is allowed now to import only ten thousand
duty-free cars per year in the free economic zone.
Nearly all the major Russian producers are
establishing joint ventures with foreign companies:
AvtoVAZ, GAZ, Moskvich, a car factory in
Izhevsk. FIAT and GAZ have agreed to assemble
three Italian models in Nizhniy Novgorod and to
produce engines and other components.

The investments in the project will total 854
million dollars. The new enterprise is to be
launched this autumn. By 2005 its annual
production will have amounted to 150 thousand
cars. Local content will make up 80 per cent. On
the whole the project is expected to create 16-18
thousand jobs. Renault and Moskvich are about to
produce French automobiles in Moscow (2
thousand in 1998, 20-30 thousand in 2000). Renault
is ready to invest 350 million dollars in the project.
Its designed annual capacity is 130 thousand cars.
AvtoVAZ and Opel are to  make 40-60 thousand
Opel Astra cars annually in Togliatti three years
later. The final capacity of the joint venture will
amount to 200 thousand automobiles per annum.

The motor works in Izhevsk (the capital of the
Autonomous Republic of Udmurtia) is conducting
negotiations with Skoda and Hyundai over strategic
partnership. It is already agreed that 250 million
dollars will be invested in the project, the final
capacity will amount to 170 thousand cars per
annum and 50 per cent of components or more will
be produced in Udmurtia. It is also envisaged that
10-15 joint ventures will be established for
component production.

In February 1998 President B.Yeltzin signed a
decree "On the additional measures to attract
investments into the Russian automobile industry".
According to this document large-scale projects
will be granted considerable privileges if foreign
investors contribute more than 250 million dollars
and agree to produce 50 per cent of all the
necessary components in Russia within five years.
In this case the producer will be relieved of the
lion's share of customs duties when importing
equipment and parts. The producer will also be

relieved of municipal and regional taxes and will be
granted tax credits at the federal level. It is
expected that this decree will help to attract several
billion dollars to the Russian economy.

Every break-through in the home automotive
industry has been connected with foreign
technology and know-how. The mass line
production of motor vehicles in the Soviet Russia
was created in the 1930s under the American
licence - both in Gorky - Nizhniy Novgorod (GAZ)
and in Moscow (AMO ZIL). These adopted models
and their modifications were produced until the
early 1950s.

The Moskvich works (AZLK) in Moscow also
started with assembly of American trucks. Its first
passenger car model was identical to Opel Kadett-
K38. The body of the first Ukrainian passenger car
ZAZ-969 was copied from FIAT-600. In the late
1970s the Russian version of FIAT-124 (Lada),
recognised as the best European car in 1966,
accounted for 60 per cent of the Soviet automobile
production.

Until now these models remain the main
products of AvtoVAZ and of the Russian
automotive industry on the whole. Thus Russia
ranks side by side with the following countries
where automotive industry depends on adopted
constructions and technologies : Spain, Brazil,
South Korea, Australia, South Africa, Poland,
Turkey, Argentina, etc.

On the other hand it should also be remembered
that Russia has exported its automotive technology
not only to the former Soviet republics, but to some
other countries. The foundations of the Chinese
automotive industry were laid in the 1950s with the
Russian assistance. Russia took part in the
construction of the Chanchun and Nanking motor
vehicle plants. The Chanchun works produced
trucks identical to the Russian ZIL-150. The plant
in Nanking manufactured lorries identical to the
Russian GAZ-51. This model was also produced in
Poland and North Korea. In the 1960s GAZ-69 was
made in North Korea and its version (M-461) in
Romania. For more than twenty years the Soviet
passenger car named Pobeda (GAZ-20) was
produced in Poland (Warsaw).

There are nearly fifty countries now producing
motor vehicles in the world. But only fifteen
nations among them (including Russia) are able to
design cars, trucks or buses. Economic
liberalisation launched the first stage of boom on
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the Russian car market. New long-term tendencies
of motorization are determined by economic
growth. At the end of the XXth century automotive
industry becomes a propulsive force of the Russian
economy.

The industry has several growing sectors:
passenger car production, manufacturing of vans,
light trucks and trucks with Diesel engines for

domestic consumption. But the most promising
sector is assembly of imported knocked-down cars
with growing local content, where huge foreign
investments are involved. According to the
Ministry of Economy, five years later Russia will
produce 1.5 million passenger cars annually (981
thousand in 1997), including 500 thousand cars
made at CKD-assembly plants.
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