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* Manufacturin

development e

® Automotive industry elerating

development agenda

® Pakistan’s automotive industry has gr considerably but not achieved

technological prowess and competitiveness

® Being achieved through learning and emulation and not innovation per se




* Automotive ind added of

manufacturing

N ® Annual turnover of | ;&¢{ole|{iTery , contribution

to GDP of workers

®* Over 2,200 vendors with roughly; 40 in Tier |, 425 in Tier Il and 1,325

after-market suppliers

® Industry regarded as labour intensive assembly shops rather than modern

production lines




MAJOR M4

OEM Affiliation Passenger Cars Motorcycles Trucks/Buses  Tractors
Japan 90% 100%

Suzuki Nissan

Toyota Hino

Honda Mazda

Nissan

Daihatsu

Others 10% 10% 100% 50%

Hyundai Various Chinese Firms Massey Ferguson Hyundai

Fiat Fiat
Kia

Source: Pakistan Automobile Manufacturers Association (PAMA)




LOCAL CC

Tractors
Motorcycles

Three Wheelers

Source: Pakistan Automobile Manufacturers Association (PAMA)
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Source: (JICA, 2011) and author’s calculations




® Survey in 2
® Level of tech
N ®* Quality and safe

® Level of management :
® Total population: 253 firms (organized, members of PAAPAM)

® Concentrated in lower value added segment of industry

®* Weighted sample: 140 component manufacturing firms




KEY FINDINGS




PRODUC

®* Majority use
relatively labo

technology

® Processes requiring spe

equipment used by select few

® Limited specialization by

majority of manufacturers

(U
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® Production e

®* Majority of compon hnology is sufficiently

modern and not requiring an u

®* Market failure requiring state intervention




©  FACTORS
TECHNO

® Primary reasc

difficulties

® High cost of obtaining

machinery

* Capabilities to make effective use

of machinery and technology

lachinery 34
High Interest Rates 40
Financing Difficulties 42
0 10 20 30 40 50

Number of Respondents
(multiple responses)




QUALIT

®* Quality of ou

technological ca W Satisfied  Not Satisfied

competitiveness

® Level of quality in dome

low

90
®* Quality of plastic products marginally

better than steel
Satisfied Not Satisfied

Number of respondents
excluding no responses (25)




QUALITY

®* Maijority follow sta

OEMs and customer

® Select few have established own

94 |

standards
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Responses)




QUALITY

®* Manufacturers a
attendant benefits

. 22
® Limited number make u

medasures

* QC Department most common
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EARLY DI

® Rely on Full-time

inspection

® Finished goods and semi finished

goods inspected by fewer

manufacturers

d goods
inspection

Semi finished goods
inspection
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(Multiple Responses)
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QUALITY

N ® benefit of lower p spection cost

® Production schedules and operations must be adjusted to accommodate

additional inspection




uch as Japan

® Local industry

where keiretsu

N ®* Component manufa ionships with OEMs

® Only limited number have duction from OEMs

® Technical support (drawings, plans etc.) received by large proportion of

manufacturers




INTERNA

® More than 10

internal technol

isfaction with

® For 10 firms lack of produ eir operations

® Only 7 firms left their products lacked competitiveness




FACTORS

* Lack of adequate r
products abroad

® | ack of information abot

markets and customers abroc

® Inadequate quality standards

® |s EPB, now TDAP, functioning as desired
to promote and encourage export

growthe

ders
Financial

Inadequate Quality Standard

Insufficient Marketing and
Information
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CONCLU

* Attributed to

® Lack of new production technology

® Low quality of raw materials and inputs

® Inadequate training




CONCLU

® Foreign affi the market

®* Component ma

b ® Primarily SMEs est

® Limiting factors in developme
® Limited access to adequate financing

® Risk-averse nature of manufacturers

® Quality control




CONCLU

® Policy initiati liver in the

longer term

® Impact diluted due to va
® Unstable policy environment

®* Lack of awareness of initiatives such as AIDP

®* Lack of trust in actions of the state




® Policy framew

N * Qutreach of policy in

* State should take a more pro-active role in development of the sector and

enforce performance-based criteria




