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ECONOMY

Car components agreement with UN

India steps out into the unknown with Fiat

Local and Italian firms to provide back-up for production of the Palio

From our correspondent Giorgio Lonardi

VIENNA—The agreement should, in all probability be signed before the end of the year. And Fiat will thus be

the first company in the world to sign a multilateral agreement involving a United Nations agency, in this case UNIDO,

which specializes in the industrial development of third world countries. The aim is to establish a network of car component

companies in India capable of providing the new Palio—Fiat’s “world car”—with high-technology and high-performance

components. Other parties to the agreement will be the Indian Government and a number of medium-sized and small

local and Italian enterprises. The most favoured candidates include Brembo of Bergamo (brakes), Comec of Rivoli

and Gate of Asti (radiator fans). So, in the wake of the announcement by the equalization fund in Italy, Fiat is not going

back on its international projects. And India, with US$ 1 billion (about 1,600 billion lire) of anticipated investment over

the next five years to develop a factory capable of producing 100,000 cars a year, remains one of the strategic markets

of the Turin-based group. In any case, there is no time to lose. The Kurla plant in Bombay will start producing the Palio

in 1999. “In February, I met Paolo Monferino, Executive Vice-President of Fiat,” says Carlos Alfredo Magariños, Director-

General of UNIDO and Minister for Industry in Argentina from 1992 to 1996, “and we spoke of the possibility of

establishing a group of high-quality car components suppliers in India.” UNIDO’s “mission” is also, after all, to improve

industrial technology and quality in developing countries. As for Fiat, it has contracted with the Indian Government to

buy 35 per cent of Palio components in India in 1999, 65 per cent in 2000 and over 75 per cent the following year.

Turin is extremely keen on the idea of obtaining high-quality components locally so as to reduce transport costs, increase

flexibility of production and open up future export areas. Negotiations are hotting up at the moment. Fiat has provided

UNIDO with a list of firms of subcontractors who might be interested in working in India. Only Fiat is not interested

in having exclusive suppliers; its aim is to promote an overall improvement in car components manufacture in India. And

then only large-scale suppliers can offer guarantees of economies of scale. UNIDO, for its part, is acting as a sort of

honest broker to the Indian Government on the seriousness of the proposals made by western partners. “Our task,

Magariños adds, is to provide back-up for all the participants in the future agreement. We would like to promote every

kind of agreement: joint ventures, technology transfers, technical agreements.” Magariños, an economist in his thirties with

big political ambitions, after his success in turning UNIDO round by reducing fixed costs by 20 per cent (and cutting staff

by a similar percentage), is playing a role in the Fiat agreement that is crucial for the future of his agency. The idea,

in fact, is to replace the old, assistance-type model by new public-private partnerships, which aim to achieve high-impact

results in developing countries—increasing industrial employment and raising entrepreneurial levels—by involving big

western firms. That way they can marry profit with sustainable development, letting developing countries stand on their

own two feet, without external assistance.

Paolo Cantarella, Managing Director of Fiat, who, together with Carlos Magariños, Director-General of UNIDO,

concluded an agreement on the development of car components operations in India.
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