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Source: Economic Intelligence Unit

Abbreviations

CAGR Compound Annual Growth Rate

CIS Commonwealth of Independent States

CNY China Yuan Renminbi
CKD Completely Knocked Down
EIU Economic Intelligence Union

ERP Enterprise Resource Planning
EU European Union
FDI Foreign Direct Investment

FIE Foreign Invested Enterprise
FTZ Free Trade Zones
GDP Gross Domestic Product
GAES Global Automotive Executive Survey, KPMG publication
JPY Japanese Yen

HHI Herfindahl-Hirschman Index

HS Harmonized System

ITC International Trade Center 

Average exchange rates
2010 2011 2012 2013 2014 2015 2016 2017

USD/CNY 6.8 6.5 6.3 6.2 6.1 6.2 6.6 6.8
USD/EUR 0.8 0.7 0.8 0.8 0.8 0.9 0.9 0.9
USD/JPY 87.8 79.7 79.8 97.6 105.9 121.0 108.8 112.1
USD/RUB 30.4 29.4 30.8 31.8 38.4 60.9 67.1 58.3
USD/TRY 1.5 1.7 1.8 1.9 2.2 2.7 3.0 3.7

JIT Just-in-time
LLC Limited Liability Company
LTD Limited
MKD Medium-Knocked-Down
mln million
NEV New Energy Vehicle
OEM Original Equipment Manufacturer
R&D Research and Development
RUB Russian Ruble
RIP Regional Investment Project
SEZ Special Economic Zones
SMEs Small and medium-sized enterprises
SKD Semi-Knocked Down
TRY Turkish lira
USA United States of America
USD United States Dollars
VAT Value added tax

 Abbreviations
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General overview of the industry and organization of the sector
Overview of automotive parts industry

— Industry definition
Automobile parts/components industry includes companies engaged in manufacturing of auto parts such as transmission and powertrain components (e.g. 
drive axels), suspension systems and parts, steering components, silencers (mufflers) and exhaust pipes, engines and engine parts (e.g. ignition system 
including spark plugs, coils, etc.), body parts and trim, electronics, braking systems, airbags, turbochargers, air-conditioning systems, filters, wheels, tires.* 
Automotive parts are defined as either Original Equipment (OE), or aftermarket parts. Aftermarket parts can further be divided into two categories: replacement 
parts and accessories.
— Organization of the Market
Generally automakers produce their own parts (engines, transmissions, body parts) but also contract Tier 1 suppliers for a number of components. 
Subcomponents are produced by Tier 2 and Tier 3 suppliers (for more detailed value chain please see the next section).
Nowadays the major automakers adopted just-in-time delivery systems and try to avoid long overseas supply chains  to mitigate risks and transportation costs. 
Best practice suppliers are integrating supply chain systems with customers to support JIT delivery. The parts manufacturing plants are often located close to 
the assembly plants of the automakers. The exceptions to the rule are high cost, and light- weight components (e.g. computer modules). 
Another trend of organizing the supply of vehicles are the methods of CKD, SKD and MKD. In case of CKD the car manufacturer exports a not-
assembled vehicle in the form of individual parts that is assembled into a finished vehicle in the respective country of import and sold there. In addition to this 
partially assembled vehicles may be exported for the final assembly in the importing country. Depending on the level of how much the exported vehicles are 
already assembled, the methods of SKD and MKD are used. Two main reasons of using those methods are lower customs duties on parts rather than on 
assembled machines, as well as the ease of shifting/starting production in the emerging countries.
On the other hand cost of labor is another important factor affecting the profitability and it is beneficial for the companies to operate manufacturing facilities at 
locations where labor is cheaper. Engineering and quality assurance are important for achieving cost efficiencies and for assuring that produced parts and 
components meet the specifications required by the customer. 
— The main drivers in the industry 
Key driver for the industry is new car sales which in its turn is driven by general economic conditions such as disposable income, interest rates, employment, 
etc
— Main industry players 
The major companies in the industry are Bosch (Germany), Denso (Japan), Magna International Inc. (Canada), ZF Friedrichshafen (Germany), Continental 
(Germany), etc.

*Note: See Appendix 2 for full list of HS codes

 Industry overview
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— Internet of things (IoT) and Digitalization Trends: 
The advent of the online portal distributing aftermarket components and 
global auto part groups of suppliers gives access to assortment of 
components, simplicity of transactions, delivered through digitalization of 
sales, which add to the obtainability solutions in the automobile industry, 
thus driving up sales

— Growth in E-Commerce business: 
Fiscal year 2016 saw a dramatic shift in online sales to mobile devices -
59% of online searches for car batteries were on mobile devices, 61% 
off-road parts search was on mobile devices and parts that modify a 
vehicle’s appearance were at 70%

— Smart cars and ride sharing:
The smart cars and ride sharing are on the one hand increasing the 
demand for personal cars to be used for applications like Uber and Lyft 
and on the other hand, is also decreasing the sales as people are 
relying more on ride sharing rather than their own cars

— Demand for hybrid/electric cars:
Due to the volatile oil prices and environment protection issues there is 
an increased demand for hybrid cars/electric cars, which has immediate 
effect on the auto parts industry, as the companies will shift to 
manufacture more fuel efficient (hybrid/electric auto parts) parts for the 
vehicles

Overview of automotive parts/components industry

Overview of key historical and current developments  (1/2)

1970-1980s
Origins of the 
industry
The origins of the 
industry roots to 
the development 
of the automotive 
industry. The 
continued 
proliferation of 
models and the 
shortening of 
model lives 
increased the 
number of parts 
required for 
vehicle 
manufacturing and 
repair.

1980-1990s
Technological 
Advances
The automotive parts 
manufacturers strived to 
meet the technological 
sophistication of new 
automobiles. Protective 
airbags were installed in 
51% of the cars, anti-
lock braking systems 
were installed on 32% 
of new automobiles, as 
well as, traction control 
systems and innovative 
suspensions, use of the 
light-weight materials 
gained popularity. 

1990-2000s
Relationship with 
the Auto Makers
To meet the demands of 
increased competition, the 
OEMs focused their efforts on 
quality improvement and cost 
reduction.
As a result, OEMs have 
reduced the number of primary 
(first-tier) suppliers while 
increasing their responsibilities. 
In addition, OEMs reduced the 
number of suppliers they dealt 
with directly. First-tier suppliers 
were expected to integrate and 
coordinate the purchase of 
parts from smaller suppliers 
(second and third-tier). Thus 
suppliers of all levels were 
urged to raise their quality 
standards while reducing costs. 

Current Trends and Developments
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Overview of automotive parts/components industry

Overview of key historical and current developments  (2/2)
Mega trends beyond the obvious
According to the Global Automotive Executive Survey (GAES) conducted by 
KPMG in 2018, many executives of this year’s survey believe that beyond the 
obvious automotive key trends, embracing the megatrends around “better 
use of resources” and the merging of mobility and logistics into “mobi-
listics” will be absolutely crucial. Other mega trends are considered the 
“digitalization”, emerging of “fuel cell electric vehicles”, as well as 
“regional shifts”.
— Better use of resources

According to the GAES the better use of resources and increasing mobility 
sharing concepts may lead to higher utilization of vehicles, which will result 
in increased wear and tear. Consequently, it is strongly believed that the 
concept of remanufacturing and refurbishment, which is now widely used 
in the airline industry, should also be adapted in the auto industry. This 
indicates the need of getting acquainted to the challenges, which will face 
the automobile manufacturers and suppliers – already in the production 
phase the cars need to be equipped and manufactured so that to ensure 
the remanufacturing at a later stage. With the introduction of 
remanufacturing, the total lifecycle management and aftermarket business 
shall be expanded and changed. According to the GAES the increasing 
degree of software integrated into the car will lead to a similar development 
as in the computer industries, where update functionality can not only 
update system, but also unlock/enable new features or even increase 
performance and range.

— Mobilistics
According to the GAES, the majority of surveyed executives believe that in 
the future there will be no longer differentiation between the business 
models for transporting humans and goods. Autonomy, sharing and 
platform-based delivery services will revolutionize mobility patterns and 
lead to “mobilistics”, the merging of mobility and logistics. With 73% 
agreement, some executives are convinced that in 10 year's time 
traditional public transport solutions could be replaced by on-demand 
autonomous capsules. Moreover, the transportation of humans via drones 

is in the realm of possibility. Elevating the transportation of goods and 
humans to above ground level seems futuristic but not infeasible, when 
considering the tremendous advancements in the drone market during 
recent years.

— Fuel cell electric vehicles and digitalization
According to the GAES 52% of surveyed executives rank fuel cell electric 
vehicles as the most important automotive key trend up to 2025. Trends 
indicate that the future technology roadmap is likely to see various 
drivetrain technologies co-existing with high dependency on specific 
application areas, local regulation and customer preferences. Furthermore, 
there will be no value-adding services and new content without 
digitalization as its key enabler.

Regional shifts and investments in developing countries
The FDIs in the developing countries by the large multinationals has 
accelerated dramatically since 1980s. At first this trend was aimed to export 
products back to the developed countries but the focus has shifted to 
developing the local markets as well. The essence of the global value chains 
like this is that innovation and design functions—the higher value added 
activities in the chain—can remain in industrial countries while production 
migrates to the developing world. The two main drivers of shifting automotive 
parts production to the developing countries are the growing demand and the 
cheap operational costs. The consumers in developing countries are more 
keen to make modifications to enhance the existing vehicles rather than to 
buy a new one. In addition to this the developing countries mainly have poor 
road infrastructure, which also leads to the increased need for the 
replacement components. Consequently, high growth is likely to be 
experienced by developing countries, which have less developed 
infrastructure and the higher proportion of old vehicles. According to the 
GAES, the 74% of the surveyed executives believe that production in Western 
Europe will be less than 5% by 2030 (in 2016 65% of the production was 
concentrated in Western Europe). It is worth mentioning, that the decrease of 
the share of Western Europe in cars manufacturing is also partly because 
they have been delaying the adoption of the trend towards electric cars.
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Asia- Pacific accounts 
for 48% of the new car 
sales in 2017 thus is 
the largest market for 
auto parts and 
components industry

Market Trend Analysis (1/2)
Overview of automotive parts/components industry

Drivers for the industry growth generally include 

— Consumer Spending 
— Oil prices
— Interest Rates 
— Government Regulations
— Commodity Prices such as metals, and other raw materials
— Economic development and political situation
Among the others, the key demand driver for automotive parts and components is new car sales. According to 
MarketLine estimates during the period 2018-2022, the global sales volume of new cars is expected to grow by 4% per 
annum to reach 81.9 million units in 2022.  Sustainable growth of emerging markets is one of the major factors to drive 
auto manufacturing sector growth in upcoming years and healthy growth of new car sales are expected to drive the 
demand for auto parts and components.
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The aftermarket 
consumption of auto 
parts and components 
is expected to reach 
25.7 billion units by the 
end of 2022

Market Trend Analysis (2/2)
Overview of automotive parts/components industry

The aftermarket consumption of auto parts and components is expected to increase by 4.6% per annum to reach 25,716 
million units by the end of 2022. The average age of vehicles is increasing, driving up the demand for aftermarket parts 
and components. Asia-Pacific region is expected to grow fast resulted from the overall high growth of the automotive 
industry in the region. The sector growth is fueled by increasing consumer spending and urbanization throughout the 
region. Generally a high growth is expected in developing regions in the world as they generally have a higher proportion 
of old vehicles. Another factor that influences the industry is the poor road infrastructure in those countries: vehicles often 
face damage which leads to an increased demand for replacement components.
According to MarketLine estimates, in 2017 the value of the aftermarket auto parts and components was around USD 
940.6 billion, including USD 759.2 billion of components segment and USD 181.1 billion of labor segment (replacement 
and other service). The auto parts and components aftermarket is expected to grow at a CAGR of 7.4% during the period 
of 2017- 2022 reaching around USD 1,343 billion by 2022. Comparatively, the anticipated growth in the Asia-Pacific 
region for the same period is 12% per annum with estimated market value of USD 520.2 by 2022. 

Source: MarketLine Industry Profile Global Automotive Aftermarket, March 2018 
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New car sales in 
Europe is expected to 
grow by 3.7% annually 
to reach around 0.02 
billion units in 2022 
Growth of sales of new 
cars in Europe, as well 
as the developed 
industry of a number of 
globally recognized 
OEMs in Europe are 
expected to drive 
demand both in the 
aftermarket and OEM 
sectors

Market Trend Analysis (Europe)
Overview of automotive parts/components industry

Europe aftermarket auto parts and 
components geographic segmentation by 
market value, 2017

According to MarketLine estimates new car sales in Europe is 
expected to grow by 3.7% annually to reach around 0.02 
billion units in 2022. European automotive aftermarket parts 
and components sector is valued at around USD 203 billion 
and is expected to reach USD 256 billion by 2022 at a CAGR 
of 4.7% for the period. In volume terms, around 4.5 billion 
units of aftermarket parts were sold and the volume is 
expected to reach 5.1 billion units by 2022.

In 2017, Germany accounted for around 18% of the 
aftermarket parts and components sector followed by the UK 
and Italy with 14% and 13% market shares, respectively. 
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China continues to 
dominate the sector in 
the region 
Japan is the second 
largest market in the 
region with 25% share 
in the auto parts and 
components 
aftermarket
By 2022, the Chinese 
automotive aftermarket 
is expected to increase 
by more than 100% 
compared with 2017 to 
have a value of USD 
313.3 billion1 

Market Trend Analysis (Asia)
Overview of automotive parts/components industry

Asia aftermarket auto parts and components 
geographic segmentation by market value, 
2017

According to MarketLine estimates the Asian automotive 
aftermarket part and component sector is valued at around 
295 billion and is expected to reach USD 520 billion by 2022 
growing by 12% per annum. In volume terms around 6 billion 
units of aftermarket parts were sold and the volume is 
expected to reach 9.5 billion units by 2022.

In 2017 China accounted for around 50% of aftermarket parts 
and components. Growing economy in China increases the 
automotive ownership and the trend is expected to continue to 
further drive the demand for auto parts and components.

Source: MarketLine Industry Profile, January 2018

*Note: Market value and volume data includes the following major 
countries: Australia, China, Hong Kong, India, Indonesia, Kazakhstan, 
Japan, Malaysia, New Zealand, Pakistan, Philippines, Singapore, South 
Korea, Taiwan, Thailand, and Vietnam.
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Russia’s auto market 
ranked fifth in Europe 
and is the largest in the 
CIS
The average vehicle 
age in Russia remains 
very high leading to 
higher demand for 
aftermarket parts and 
components
Entrance of new OEMs 
will further facilitate the 
auto part and 
components market as 
it provides additional 
opportunity for the 
market players to 
contract directly with 
OEMs 

Market Trend Analysis (Russia and CIS)
Overview of automotive parts/components industry

According to the EIU estimates in 2017 around 1,960 thousand new cars where registered in major CIS countries 
(Russia, Ukraine and Kazakhstan) and it is expected that the number will reach around 2,874 thousand units by 2022 at 
an average growth rate of 7.8% per annum. Russia is the largest market for auto parts and components in the CIS, 
accounting for the 75.6% of the import and 49% of the export of the CIS market. 

According to MarketLine estimates, the Russian automotive aftermarket part and component sector is valued  at USD 
47.3 billion in 2017 and is expected to reach USD 66 billion by 2022 with an average 6.8% annual increase. Despite the 
development of automotive industry in the country, the average vehicle age in Russia remains very high in comparison 
with other European countries leading to higher demand for aftermarket components or repairs. 

Russian automotive aftermarket part and component sector has experienced strong growth in recent years becoming one 
of the leading emerging markets in Europe. According to media reports there are several automotive projects in pipeline 
including project of building Mercedes-Benz plant in the Moscow region by 2019 and BMW plant in the Kaliningrad 
Region.2

Source: MarketLine Industry Profile, January 2018

1. MarketLine Industry Profile Global New Cars: May 2018, Overview of the Russian and CIS automotive industry: March 2018
2. RBC (https://www.rbc.ru/business/13/01/2017/5878c19a9a7947f6d45a67a0?from=main)

Vedemosti (https://www.vedomosti.ru/auto/articles/2017/10/06/736781-bmw-zavod)
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The global auto parts 
and components 
sector is concentrated
Top 10 exporters and 
importers account for 
67% and 62% of the 
global export and 
import, respectively

Trade Value and Structure Analysis (1/3)
Overview of automotive parts/components industry

In 2017 the global export of auto parts and components increased 
by 6.7% to reach USD 912 billion.

The major exporters of auto parts and components are Germany, 
USA and China with 14%, 11% and 10% shares, respectively. In 
2017 top 10 exporter countries accounted for 67% of the global 
export of auto parts and components.

The main importer countries are USA, Germany and Mexico with 
18%, 11% and 6% market shares, accordingly. In 2017 top 10 
importer countries accounted for 62% of the global import of auto 
parts and components.
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Trade Value and Structure Analysis (2/3)
Overview of automotive parts/components industry

4%

42%

12%

3%

39%

Import value structure, 2017

Other countires Europe (EU 28)
East and South-East Asia CIS countries
Rest of the world

European Union (EU 28)
Import USD 

bln(2017)
CAGR 

(2013-2017)
Share in the 

region
Region 387.9 2.3% 100.0%

1 Germany 101.8 1.7% 26.2%
2 United Kingdom 37.5 0.1% 9.7%
3 France 35.6 1.5% 9.2%
4 Spain 33.1 2.5% 8.5%
5 Czech Republic 22.4 7.9% 5.8%

Rest of the region 157.6 4.0% 40.6%

East and South-East Asia
Import USD 
bln (2017)

CAGR 
(2013-2017)

Share in the 
region

Region 106.9 0.6% 100.0%
1 China 50.5 1.9% 47.3%
2 Thailand 13.9 (4.4%) 13.0%
3 South Korea 12.9 1.8% 12.1%
4 Indonesia 7.5 (3.2%) 7.0%
5 Malaysia 5.7 1.6% 5.3%

Rest of the region 16.4 2.1% 15.3%

CIS countries
Import USD 
bln (2017)

CAGR 
(2013-2017)

Share in the 
region

Region 24.2 (10.1%) 100.0%
1 Russia 18.5 (10.5%) 76.5%
2 Ukraine 1.4 (9.9%) 5.8%
3 Kazakhstan 1.3 (8.8%) 5.5%
4 Belarus 1.1 (10.7%) 4.4%
5 Uzbekistan 0.9 (10.5%) 3.8%
6 Azerbaijan 0.2 9.1% 0.9%
7 Georgia 0.2 4.0% 0.8%

Rest of the region 0.6 (5.3%) 2.3%

Other countries
Import USD 

bln (2017)
CAGR 

(2013-2017)
Share in the 

world
1 Japan 25.5 2.4% 2.8%
2 Turkey 16.0 4.6% 1.7%

— EU region accounts for 42% of the global import of auto parts and components. Germany 
is the largest EU importer with 26% share in the region’s import.

— China accounts for about half of the import of East and South-east Asia.

— Russia is the largest importer in the CIS region with a share of 76.5%; however the CIS 
region all together accounts for only 3% of the global import of auto parts and 
components.

Source: ITC * Note: The full list of HS codes is presented in the Appendix 2 

 Import of auto parts and components by selected regions and countries
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Trade Value and Structure Analysis (3/3)
Overview of automotive parts/components industry

European Union (EU 28)
Export USD 
bln (2017)

CAGR 
(2013-2017)

Share in the 
region

Region 421.7 0.9% 100.0% 
1 Germany 132.3 1.1% 31.4% 
2 France 34.2 (2.8%) 8.1% 
3 Czech Republic 32.6 4.7% 7.7% 
4 Italy 30.0 (1.2%) 7.1% 
5 Poland 28.9 3.6% 6.8% 

Rest of the region 163.6 0.7% 38.8% 

East and South-East Asia
Export USD 
bln (2017)

CAGR 
(2013-2017)

Share in the 
region

Region 176.8 1.2% 100.0% 
1 China 87.6 2.1% 49.5% 
2 Korea, Republic of 37.6 (2.3%) 21.3% 
3 Thailand 21.9 2.7% 12.4% 
4 Indonesia 6.5 3.8% 3.7% 
5 Viet Nam 6.4 13.8% 3.6% 

Rest of the region 16.8 (0.9%) 9.5% 

CIS countries
Export USD 
bln (2017)

CAGR 
(2013-2017)

Share in the 
region

Region 5.5 (2.2%) 100.0% 
1 Russian Federation 2.7 (1.8%) 49.0% 
2 Ukraine 1.7 (0.3%) 31.6% 
3 Belarus 0.6 (12.0%) 10.7% 

4 Moldova, Republic
of 0.2 11.3% 4.4% 

5 Kazakhstan 0.1 2.0% 2.2% 
6 Kyrgyzstan 0.1 5.7% 0.9% 
7 Georgia 0.05 31.3% 0.8% 

Rest of the region 0.02 (26.1%) 0.3% 

— The EU region accounts for 46% of the global export of auto parts and components. 
Germany is the largest EU exporter with 31% share in the region export.

— China accounts for roughly half of the export of East and South-east Asia.

— Russia is the largest exporter in the CIS region with 49% share, however CIS region all 
together accounts for only 0.6% of global export of auto parts and components.

9%

46%

19%

1%
25%

Export value structure, 2017

Other countires Europe (EU 28)
East and South-East Asia CIS countries
Rest of the world

Source: ITC

 Export of auto parts and components by selected regions and countries

Other countries
Import USD 

bln (2017)
CAGR 

(2013-2017)
Share in the 

world
1 Japan 67.5 (1.5%) 7.4%
2 Turkey 10.1 1.3% 1.1%
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Overview of automotive parts/components industry

Value Chain Analysis*

The automotive manufacturing industry typically requires the involvement of 
large, medium, and small enterprises. Since original equipment 
manufacturers (OEMs) in the automotive industry focus increasingly on the 
design, assembly, and marketing operations and less on the actual 
manufacturing, the automotive parts/components industry produces virtually 
every part and component that goes into a vehicle (except from engines that 
are built by OEMs themselves).
First-tier manufacturers produce branded or “authentic” automotive parts 
primarily for the first-tier assembly market and their products are mainly sold 
to OEMs. First-tier manufacturers also sell authentic parts directly to 
consumers through certified first-tier wholesalers and in the aftermarket 
through subsidiaries. First-tier manufacturers usually concentrate in one or 
two distinct industry segments such as axles, power trains, brakes, exhaust 
systems, suspensions, electrical components, seating, engine parts, or 
accessories.
To meet their production demands, first-tier manufacturers typically 
subcontract part of the manufacturing to second-tier manufacturers.

Raw materials
— Steel (Sheet, Pipe and 

Profile)
— Plastic
— Rubber
— Aluminum
— Non-steel
— Glass
— Textile
— Paint
— Paper
— Foam

Semi-finished 
materials
— Wiring
— Cables
— Hardware
(Screws and Bolts)

First tier manufacturers
Assembly of OEM goods

Second tier 
manufacturers
— Casting, Forging, Stamping, 

Extruding
— Grinding, Milling, Polishing

Third tier  manufacturers
Molding, Dying

Raw Material Input Suppliers Producers

— Original equipment 
market

— Aftermarket

Wholesaler

Large & small 
Retailer

Repair shop

Domestic and International Markets

E
n
d

c
o
n
s
u
m
e
r

Most second-tier manufacturers specialize in particular areas of 
manufacturing and thus they are unable to produce all parts necessary for 
assembling an entire vehicle. Hence, to produce all necessary parts and 
components, first-tier suppliers typically contract several second-tier 
manufacturers simultaneously. Nonetheless, second-tier manufacturers, in 
addition to meeting their contract obligations with their first-tier manufactures, 
work independently and produce automotive parts and components for the 
aftermarket as well. Such indispensable processes in automotive parts 
manufacturing as dying and molding, in which second-tier manufacturers are 
not specialized, are often outsourced to third-tier manufacturers. 
Generally, the most expensive components and parts are usually distributed 
through large retailers and authorized repair shop networks. Less expensive, 
lower-quality parts and components made by second- and third-tier 
manufacturers are usually sold through small retailers or service stations.

* Note: Traditional value chain of auto parts and component market presented on this slide
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Overview of automotive parts/components industry

Market Description and Analysis (1/2)

0

1

2

3

4

5
Competitive Rivalry

Barriers to entry

Threat of substitutesBargaining power of buyers

Bargaining power of suppliers

Forces driving competition in the global automotive parts/components sector

1 2 3 4 5
Weak Strong

Manufacturers in the automotive parts/components sector range from small 
independent businesses to large multi-national firms. These companies 
manufacture numerous vehicle parts and there is no high reliance on one 
particular product. On the other hand, many companies offer the same variety 
of products and this similarity of offerings among the major players 
strengthens rivalry. Some companies offer a personalized service or special 
deals to differentiate themselves and stand out from the competition. Second 
and third-tier manufacturers, however, cannot compete head-to-head with 
first-tier manufacturers for the original parts market because of quality issues 
and lack of economy of scale. Overall, rivalry in this sector is moderate.
As the sector moves towards e-commerce, it is likely to become more 
fragmented because entry into the sector will be made easier. However, the 
need for the quality products and expertise will remain and rivalry is likely to 
increase between players.

Customers of the automotive parts/components aftermarket demand more 
and more product choices and competitive prices, creating many market entry 
opportunities for SMEs. Moreover, since the aftermarket of automotive parts 
and components is fairly undifferentiated, buyers can easily switch between 
players. This increases the risk of new entrants. 
For parts and components in the aftermarket there is little or no regulation or 
intellectual property to deter new entrants. However, for specific vehicle parts, 
new technology is likely to be patent protected and regulation is likely to be 
stringent. Some environmental agencies such as the Environmental Protection 
Agencies of the US and Canada also set some regulations regarding 
emissions. Countries such as Indonesia and India have fewer regulations. 
However, as the sector

grows, there is likely to be an increase in compliance, which will in its turn 
increase costs and therefore raises the barrier for new entrants. Since 2011, 
the EU Regulation has made it mandatory for manufacturers to release 
electronic data to enable exact identification of replacement parts increasing 
the risk of new entrants. 
As to the original equipment market, it is much more difficult to enter it, since 
significant investments are required and the industry as a whole is both 
capital and labor intensive. Besides, the parts and components for original 
equipment market should comply with high quality standards. Overall, the 
threat of new entrants is moderate.

Source: MarketLine Industry Profile Global Automotive Aftermarket, March 2018 

 Competitive Rivalry

 Barriers to entry
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Overview of automotive parts/components industry

Market Description and Analysis (2/2)

In the automotive parts/components aftermarket substitutes primarily 
include counterfeit parts, that are typically much cheaper than original 
parts. Fake parts can often be very similar to originals, and even 
reputable repair shops can unknowingly buy counterfeit parts. In general 
the trade in counterfeit vehicle parts does not occupy a large share of the 
sector in most countries. However, in China, Mexico and the Middle East 
where many of the counterfeit parts originate, the low prices can be 
appealing to customers who do not want or cannot afford high-quality 
genuine parts. Experts argue that there is no substitute for OEM parts in 
terms of fit and finish, while insurance companies tend to prefer the use of 
aftermarket automotive parts, as the latter are more cost-efficient. Overall, 
the threat of substitutes is weak.

Both in the original equipment market and aftermarket it is possible to 
acquire automotive parts and components from various manufacturers 
and quite easily switch between them due to the large number of 
manufacturers as well as huge variation in types of parts and 
components. However, switching costs may be increased by contracts 
between the distributers and manufacturers.
Supplier power is increased by the likelihood of forward integration by 
suppliers. In the aftermarket automotive parts and components can be 
easily sold online directly from the manufacturer and some might even 
have their own outlets for their own products.
As automotive parts and components manufacturers realize their products 
both in the original equipment market and aftermarket, there is no high 
reliance on a single market, which increases supplier power. Furthermore 
some manufacturers will be making parts for other transportation vehicles 
such as planes or military vehicles, which further increases the supplier 
power.

Overall, suppliers (first, second and third-tier manufacturers) in the 
automotive parts/components industry have a moderate bargaining 
power. 

OEMs are of the most widely used distribution channels for the 
aftermarket of the automotive parts and components sector. The 
replacement products provided by OEMs are more expensive but end 
users are often willing to pay more for the brand name of the vehicle 
manufacturer. This decreases the buying power, as the buyers will likely 
have a loyalty to the brand and less tendency to switch.
However, there is a general market trend that owners of vehicles use 
genuine OEM parts for the first three years of their ownership. This 
corresponds with typical warranty periods offered by the OEMs. Once 
warranty periods expire, customers typically switch to less-expensive, 
non-OEM  parts in subsequent years. So the buyers can choose where to 
go for their repairs and use non-branded automotive aftermarket 
products. That is why, independent garages are making up a larger share 
of the sector, though their lack of scale weakens their position in the 
value chain. 
Also, since the automotive parts and components aftermarket is fairly 
undifferentiated, switching costs for buyers in the aftermarket are quite 
low. Overall, the buying power in the aftermarket is moderate. 
On the other hand, in the OEM market, where the buyers are the OEMs who 
buy parts and components from first, second and third tier manufacturers, 
OEMs impose quality requirements to those manufacturers, expecting them to 
deliver in time and also have the power to lower the prices of parts and 
components. Therefore the buying power in the OEM market is strong. 

 Threats of Substitutes

 Supplier power

 Buying power



Analysis of the key 
subsectors of automotive 
parts industry
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Selection of key subsectors of automotive parts industry
Analysis of the key subsectors of automotive parts industry

Selected subsectors
No. Subsector
1 Tires
2 Mirrors (rear-view mirrors)
3 Lead acid batteries 
4 Electrical vehicle batteries
5 Lighting equipment
6 Signaling system (sound)
7 Pumps
8 Transmission system (gearbox)
9 Clutches
10 Air conditioners
11 Generators  (starter motors, alternators)
12 Spark plugs
13 Ignition coils
14 Brake pads
15 Drive-axles with differential
16 Seats for motor vehicles
17 Wheels
18 Suspension systems
19 Air bags
20 Exhaust systems 
21 Bumpers
22 Radiators
23 Safety seat belts
24 Windscreen wipers
25 Oil and petrol filters
26 Intake air filters
27 Interior parts

When selecting subsectors which should be included in the 
analysis the following factors were considered:

— Parts/components may be sold both to OEMs directly and in 
aftermarket as replacement parts 

— Parts/components are standardized and can be used by wide 
variety of models of cars (e.g. tires, spark plugs)

— Do not concentrate on one major system (e.g. only transmission 
and power train components) and include parts/components 
used in each major systems of car e.g. ignition system, 
suspension systems, steering components, exhaust system, 
braking systems, etc.

— Parts/components are suitable to be produced by external 
suppliers (tier1, tier 2, tier 3 companies).

— The part/component is specific for the automotive industry and is 
not a small part of other big industry. e.g. cameras and 
cellphones for cars

— Global export and import volumes
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The global automotive 
tire market is expected 
to grow by 4.2% CAGR 
by 2022.
In 2017 the USA had 
the highest share in 
the world import of 
tires (19%), while China 
was the top exporter 
with 20% share.
The concentration of 
the world export 
market of tires can be 
considered low. 

Trade Analysis - Tires
Analysis of the key subsectors of automotive parts industry
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World export structure by countries, 2017
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For the period of 2012-2017 the world trade value of tires 
decreased by a CAGR of 3% and reached USD 62.8 billion. In 
2017 the top importer of tires was the USA accounting for 19% 
of the world import, followed by Germany and France with 9% 
and 5% shares, respectively. The top exporter country was 
China with  20% share in the world export followed by 
Germany and Thailand with 9% and 6% shares, respectively. 
The HH index of the world tire export is equal to 0.08, which  
indicates that the concentration of world export market of tires 
is low.
Global automotive tire market is expected to grow by 4.2% 
CAGR to reach USD 250 Billion by 2022. Some of the major 
tire producing companies are Michelin Group (France), 
Bridgestone Corporation(Japan), Continental AG (Germany).*

* Source: Market research future: Automotive Tire Market Research Report – Forecast to 2023, KPMG calculations
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Production process -Tires 

RAW MATERIALS
Rubber

(natural or syntethatic)

Compounding 
and mixing

Component preparation
— Calendaring
— Extrusion
— Bead building

Tire building

Raw Material Manufacturing process

QUALITY CONTROL

Curing

Final product

Final finish
— Uniformity measurement 
— Balance measurement
— Visual defect inspection

— Compounding is the process of bringing together 
all the ingredients required to mix a batch of rubber 
compound.

— Mixing is the process of applying mechanical work 
to the ingredients to blend them into a homogeneous 
substance.

Curing is the process of applying 
pressure to the green tire in a mold to 
give it its final shape, and applying heat 
energy to stimulate the chemical reaction 
between the rubber and other materials.

Tire building is the process of assembling all the components 
onto a tire building drum. The final product of the tire building 
process is called a green tire, where green refers to the 
uncured state.

— Calendaring is a process where rubber compound is formed 
to a continuous sheet. 

— Extrusion is the process where the rubber is propelled along 
a screw through regions of high temperature and pressure 
where it is softened and compacted (or compressed), and 
finally forced through a die (slit).

Tire uniformity measurement is a test where the tire is 
automatically mounted on wheel halves, inflated, run 
against a simulated road surface, and measured for 
force variation. 

Tire balance measurement is a test where the tire is 
automatically placed on wheel halves, rotated at a high 
speed and measured for imbalance.

In the final step, tires are inspected by human eyes for 
numerous visual defects such as incomplete mold fill, 
exposed cords, blisters, blemishes, and others.

Source: How products are made – Tire (madehow.com)

Analysis of the key subsectors of automotive parts industry
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The global automotive 
mirror market is 
expected to grow by 
4.5% CAGR by 2022
In 2017 Germany had 
the highest share in 
the world import of 
mirrors (26%), while 
the USA was the top 
exporter with the 39% 
share.
The market of the 
world export of mirrors 
can be considered as 
concentrated. 

Trade Analysis – Mirrors (rear-view mirrors)
Analysis of the key subsectors of automotive parts industry

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of mirrors 
increased by a CAGR of 5.7% and reached USD 3.96 billion. 
In 2017 the top importer of mirrors was Germany, 
accounting for 26% of the world import, followed by Japan 
and the USA with 7% share each. The top exporter country 
was the USA with 39% share in the world export followed by 
Germany and China with 14% and 7% shares, respectively. 
The HH index of the world mirror export is equal to 0.21, 
which  indicates that the market of the world export of mirror 
is concentrated.
Global automotive mirror market is expected to grow by 
4.5% CAGR to reach USD 9.4 Billion by 2022. Some of the 
major automotive mirror producing companies are Magna 
International Inc., Samvardhana Motherson Group, Gentex
Corporation. *
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* Source: Lucintel Opportunity in the global automotive mirror market, KPMG calculations

Source: ITC
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Production process - Mirrors (rear-view mirrors)

Raw materials
Glass

Cutting or molding Grinding (polishing) Coating

Raw Material Manufacturing process Final product

Final finish
— Mirror integrity examination

Cutting the outline of the glass "blank“ to fit in the mirror 
mount on the car. An alternative to cutting the glass to 
form blanks is to mold the glass in its molten state.

Shaped blanks are placed in optical grinding machines, 
consisting of large base plates full of depressions that hold 
the blanks. The blank-filled base is placed against another 
metal plate with the desired surface shape: flat, convex, or 
concave. A grinding compound (a gritty liquid) is spread over 
the glass blanks as they are rubbed or rolled against the 
curved surface. The grit in the compound gradually wears 
away the glass surface until it assumes the same shape as 
the grinding plate. Finer and finer grits are used until the 
surface is very smooth and even.

When the glass surfaces are shaped appropriately and 
polished to a smooth finish, they are coated (covered) with a 
reflective material in an apparatus called an evaporator. 

The surface quality is examined first visually for 
scratches, unevenness, pits, or ripples. For more 
stringent surface control, a profile of the mirror is 
measured by running a stylus along the surface or with a 
laser. 

In addition to these mechanical tests, mirrors may be 
exposed to a variety of environmental conditions. In 
particular, car mirrors are taken through extremes of cold 
and heat to insure that they will withstand weather 
conditions.

Source: How products are made – Mirror (madehow.com)

Analysis of the key subsectors of automotive parts industry

QUALITY CONTROL
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Global automotive 
Lead acid batteries 
market is expected to 
grow by 4.6% CAGR, 
by 2022
In 2017 the USA had 
the highest share in 
the world import of 
batteries (14%), while 
the Republic of Korea 
was the top exporter 
with 17% share.
The concentration of 
the world export 
market of lead acid 
batteries can be 
considered as low. 

Trade Analysis – Lead acid batteries 
Analysis of the key subsectors of automotive parts industry

Source: ITC Source: ITC

For the period of 2012-2017 the world export value of lead 
acid batteries (starter batteries) increased by a CAGR of 5.4% 
and reached USD 10.3 billion. In 2017 the top importer of lead 
acid batteries was the USA, accounting for the 14% of the 
world import, followed by France and Germany with 7% and 
6% shares, respectively. The top exporter country was the 
Republic of Korea with 17% share in the world export followed 
by Germany and Mexico with 11% and 7% shares, 
respectively. The HH index of the world battery export is equal 
to 0.07, which  indicates that the concentration of the world 
export market of batteries is low.
Global automotive lead acid batteries market is expected to 
grow by 4.6% CAGR to reach USD 47.1 Billion by 2022. 
Some of the major producing companies are Johnson 
Controls International Plc (Ireland), G.S.Yuasa Corporation 
(Japan) and Exide Technologies Inc. (U.S.).*
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Production process – Lead-acid batteries

Raw materials
Lead, plastic

Oxide and grid production Plate 
production

Assembling 
and filling

Raw Material Manufacturing process Final product

Final finish
Tests and inspections

A lead ingot is ground into lead powder and 
gets oxidized, then mixed with the alloy 
additive. To make a grid it needs to be cast, 
which is done by melting the lead in a melting 
pot and then pouring this molten lead into the 
patterns of the battery grid. Once these grids 
have cooled after casting, they are passed to a 
trimming machine to trim the rough edges and 
casting gates.

In this stage, all the component parts are 
assembled into a battery case and then sealed. 

To complete the assembly process the battery is 
filled with electrolyte, then sent for the first charge.

There are several steps involves in producing the battery plates: 
pasting, curing, plate formation, drying, polishing and cutting.
Pasting is the most important aspect because the material and 
formula of the paste is a top secret to the battery’s manufacturer. 
The paste contains the active material for the grid and is the 
essential ingredient in creating a reaction in the cell. These pastes 
are used to fill the positive and negative grids, but they are not all 
the same. Depending on the design, they can be made up of 
different chemical compounds mixed in different proportions to 
generate the active materials for the battery cell. These pastes are 
then forced on the interstices of the grids to make the pasted plates. 
These pasted plates will be cured in ovens under controlled 
conditions of temperature and humidity, after which they are allowed 
to dry at ambient temperatures.
The next step is plate formation, whereby the plates are dipped into 
the sulphuric acid mixer and then charged by using a rectifier. This 
process continues for around 16 to 24 hours. After that, the plates 
are moved into the wash tank, then sent to an oven for drying. The 
final production step the plates need to go through is the polish and 
cutting process. after which they are ready for assembly.

After charging and discharging, the battery is set 
aside for 5 to 7 days, during which it undergoes 
several inspections and tests by specialized 
instruments. Also it needs to pass a capacity test, 
OCV interior resistance test and high rate discharge 
test to rule out any defects.

Charge-discharge 
process

A battery’s charging process generally requires 36 
to 48 hours depending on its size. A low charging 
rate is generally employed such that the battery is 
discharged and recharged several times to attain 
the best working conditions.

Analysis of the key subsectors of automotive parts industry

QUALITY CONTROL

Source: Production cycle of a sealed lead-acid battery (www.dataweek.co.za)
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The global electrical 
vehicle batteries 
markets is expected to 
grow by 8.8% CAGR by 
2022.
In 2017 the USA had 
the highest share in 
the world import of 
batteries (15%), while 
China was the top 
exporter with 25% 
share.
The concentration of 
the world export 
market of batteries 
(excluding lead acid 
starter batteries) can 
be considered as low. 

Trade Analysis – Electrical vehicle batteries*
Analysis of the key subsectors of automotive parts industry

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of batteries 
(excluding lead acid starter batteries) increased by a CAGR of 
7.6% and reached USD 37 billion. In 2017 the top importer of 
batteries was the USA, accounting for 16% of the world import, 
followed by China and Germany with 11% and 10% shares 
respectively. The top exporter country was China with 30% 
share in the world export followed by the Japan and Republic of 
Korea with 12% and 11% shares, respectively. The HH index of 
the world battery export is equal to 0.05, which  indicates that 
the concentration of the world export market of batteries is low.
The global electric vehicle sales is expected to drive the sale of 
electrical vehicle batteries. Global electrical vehicle batteries 
market is expected to increase by 8.81% CAGR. Some of the 
major producing companies are Energy Supply Corporation 
(Japan), Johnson Controls International Plc (Ireland) and GS 
Yuasa Corporation (Japan).**

* Note: In case of trade analysis only the data on all types of batteries excluding lead acid starter batteries, was available
** Source: Market Research future: Electric Vehicles (EV) Battery Market, KPMG calculations

Source: ITC
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Production process – Electrical vehicle batteries (Lithium batteries) 

Raw materials
Lithium, cobalt, nickel

Extrusion and 
compression  

Thinning and 
fining Heating 

Raw Material Manufacturing process

QUALITY CONTROL

Final product

Final finish
Battery voltage and thickness check

At this stage lithium ingot 
is transformed into a thin 
sheet using an extrusion 
press

Lithium sheets are then placed 
on rollers, which thins the lithium 
sheets once again. The sheets 
are thinned to between 20 and 
40 microns. Polypropylene fine is 
fixed on the lithium sheets . 
The sheet is rolled out by 
automated spooling machine

The individual batteries 
are placed into preheated 
vacuum oven (80 degree) 
for at least 90 minutes. 

Individual battery cells are manually assembled into 
a module. The individual cells are placed onto one 
another.  Foam isolations and heating elements are 
placed between the individual batteries. 
Completed modules are connected to an electronic 
card located above the module. 

Using the voltmeter the battery is checked to 
make sure that the battery produces the 
required 3.5 volts. Using the caliper the 
precise thickness of battery is measured. 
At this stage all the problems are detected 
and eliminated.  

Analysis of the key subsectors of automotive parts industry

Assembly 

Source: KPMG research
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The global automotive 
lighting equipment 
market is expected to 
grow by 6.4% CAGR by 
2022. 
In 2017 the USA had 
the highest share in 
the world import of the 
lighting equipment 
(18%), while Germany 
was the top exporter 
with 12% share.
The concentration of 
the  world export 
market of the lighting 
equipment can be 
considered low. 

Trade Analysis – Lighting equipment
Analysis of the key subsectors of automotive parts industry

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of the 
lighting equipment increased by a CAGR of 8.9% and reached 
USD 20.5 billion. In 2017 the top importer of the lighting 
equipment was the USA, accounting for 18% of the world 
import, followed by Germany and China with 17.8% and 8% 
shares, respectively. The top exporter country was Germany 
with 12% share in the world export followed by China and the 
Czech Republic with 11% and 9% shares, respectively. The 
HH index of the world lighting equipment export is equal to 
0.06, which  indicates that the concentration of the world export 
market of lighting equipment is low.
Global automotive lighting equipment market is expected to 
grow by 6.43% CAGR to reach USD 30.1 billion by 2022. 
Some of the major producing companies are Magneti Marelli
(Italy), Philips Lighting (Netherlands), Ichikoh Industries 
(Japan), HELLA (Germany), KOITO( Japan).*
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Source: ITC
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Production process – Lighting equipment 

Raw Material Manufacturing process Final product

Raw materials
Steel, plastic

Injection molding Varnishing Aluminisation

QUALITY CONTROL

Final finish
Assembly and tests

At this stage an amorphous plastic 
material is molded, i.e. the plastic is 
melted in the injection molding machine 
and then injected into the mold, where it 
cools and solidifies into the final part. 

At this stage aluminum vapors 
are diffused into the surface of 
the components to protect the 
base material from corrosion 
in elevated temperatures. 

At this stage varnish (paint) is 
applied on the components. 

At this stage the softened 
edges of the plastic 
components are welded 
generally the aid of heat.

Welding

Finally, the complete lighting 
equipment is assembled using 
the  manufactured components 
and initially bought light bulbs, 
wires. Afterwards the final 
product is inspected.  

Analysis of the key subsectors of automotive parts industry

Source: KPMG research
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The global automotive 
signaling system 
market is expected to 
grow by 4% CAGR by 
2022. 
In 2017 the USA had 
the highest share in 
the world import of the 
signaling equipment 
(18%), while China was 
the top exporter with 
22% share.
The concentration of 
the  world export 
market of the signaling 
equipment can be 
considered low. 

Trade Analysis – Signaling system (sound)
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of the 
signaling equipment decreased by a CAGR of 1% and reached 
USD 1.5 billion. In 2017 the top importer of the signaling 
equipment was the USA, accounting for 18% of the world 
import, followed by Germany and China with 9% and 8% 
shares, respectively. The top exporter country was China with 
22% share in the world export followed by the USA and 
Germany with 11% and 9% shares, respectively. The HH 
index of the world signaling equipment export is equal to 0.08, 
which  indicates that the concentration of the world export 
market of the signaling equipment is low.
Global automotive signaling (horn) system market is expected 
to grow by 4% CAGR between 2018 - 2022. Some of the 
major producing companies are Uno Minda (India), Robert 
Bosch (Germany) and HELLA (Germany).*
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Production process – Signaling system (sound)

RAW MATERIALS
Steel, plastic, copper

Diaphragm production Cup production

Raw Material Manufacturing process
QUALITY CONTROL

Final product

Final finish
Assembly and test

The finished horns are 
inspected and several tests 
are run to assure that 
assembly is in accordance 
with design specifications. 

At this stage the cup is 
produced which consists 
of a roots cup, a coil, a 
spring, a point plate with a 
point holder.

At this stage the diaphragm is produced 
which is comprised of stem, spacer, a 
diaphragm sheet and an insulator. 
Diaphragm is made of special steel 
sheets. It is to cut to size, then shape is 
given to it on hydraulic press.

Trumpet 
production

The cup and diaphragm 
assembly are crimped 
together. The trumpet is 
then assembled to the 
cup and diaphragm 
assembly. 

Assembly

Analysis of the key subsectors of automotive parts industry

At this stage, the trumpet unit is 
added to already crimped cup and 
diaphragm units. High quality ABS 
plastic materials are used for trumpet 
production, which makes it weather-
resistant and durable. The special 
shapes is given to the trumpet to 
make the air pulsating sound soft. 

Source: Design optimization of auto horn for quality and functional Reliability, Roots Industries Limited 
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The global automotive 
pumps market is 
expected to grow by 
5.87% CAGR by 2022. 
In 2017 the USA had 
the highest share in 
the world import of 
pumps (19%), while 
Germany was the top 
exporter with 21% 
share.
The concentration of 
the  world export 
market of pumps can 
be considered low. 

Trade Analysis – Pumps
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of pumps 
increased by a CAGR of 3.8% and reached USD 13.7 billion. 
In 2017 the top importer of pumps was the USA, accounting 
for 19% of the world import, followed by Germany and China 
with 11% and 6% shares, respectively. The top exporter 
country was Germany with 21% share in the world export 
followed by the Czech Republic and the USA with 11% and 
10% shares, respectively. The HH index of the world pump 
export is equal to 0.09, which  indicates that the 
concentration of the world export market of pumps is low.
Global automotive pumps market is expected to grow by 
5.87% CAGR to reach USD 60.8 billion by 2022. Some of 
the major producing companies are Aisin Seiki Co. LTD 
(Japan), Denso Corporation (Japan) and Magna 
International (Canada).*
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Automotive pumps market value includes the following components: fuel, oil, water, transmission, steering, windshield washer, vaccum pump and 
fuel injection pimp
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Production process – Pumps

RAW MATERIALS
Steel, plastic

Pumping mechanism production Pressing Brush and coils 
installation

Raw Material Manufacturing process

QUALITY CONTROL

Final product

Final finish
Inspecting and tests 

At this stage a gear and several rollers are sandwiched
between two metal plates. Electric motor is then
attached to the roller pumping mechanism, than it gets a
magnetic sleeve and a plastic cap. Cap with a filter made
of metal mesh is attached to pumping mechanism. Pump
unit is covered with metal sleeve.

At this stage rubber tubing is attached to pumps, secured
with metal clamps, and rubber tubing is clamped to the
metal tubing system. Finally, the assembled unit is wired
and the sending unit that transfers information about the
fuel level is added.
The finished pump is inspected and several tests are run to
assure that assembly is in accordance with design
specifications. Particularly, fluid is run through pumps to
test the pumping action, proper flow and pressure is
checked as well. Later a computerized system checkup is
performed.

The pump unit is covered with metal sleeve and the whole
item is pressed in a pressing machine fit together.
Then the pressed unit is put into a magnetic machine where
the large magnate generates a very strong force field,
causing metal sleeve to collapse crimping at one end and
holding everything together.

Tubing system 
production

Brushes and coils that are going to supply electricity
to the fuel pump are manually installed to the pump
unit. A brass terminal is slid onto the end of each coil
in brush assembly. All this is done to facilitate
electrical connection. Terminals are then attached to
the assembly.

At this stage tubing system that is going to
carry gasoline is assembled and the tubes
joints are sealed with a brazing past.
Tubes are then placed into a gas oven,
where the pace hardens and fuses to the
tubing.

Analysis of the key subsectors of automotive parts industry

Source: KPMG research
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The global automotive 
transmission system 
market is expected to 
grow by 5.89% CAGR 
by 2022. 
In 2017 China had the 
highest share in the 
world import of 
transmission systems 
(18%), while Japan was 
the top exporter with 
27% share.
The concentration of 
the  world export 
market of transmission 
systems can be 
considered moderate. 

Trade Analysis – Transmission system (gearbox)
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of 
transmission systems increased by a CAGR of 4.6% and 
reached USD 67.2 billion. In 2017 the top importer of 
transmission systems was China, accounting for 18% of the 
world import, followed by the USA and China with 14% and 11% 
shares, respectively. The top exporter country was Japan with 
27% share in the world export followed by Germany and the 
USA with 23% and 11% shares, respectively. The HH index of 
the world transmission system export is equal to 0.12, which  
indicates that the concentration of the world export market of 
transmission systems is moderate.
Global automotive transmission market is expected to grow by 
5.89% CAGR to reach USD 208 billion by 2022. Some of the 
major producing companies are  Aisen Seiki Company ltd. 
(Japan), ZF TRW (Germany) and Borgwarner Inc. (U.S.).*
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* Source: MARKETSANDMARKETS: Automotive Transmission Market, KPMG calculations
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Production process – Transmission system (gearbox)

Raw Material Manufacturing process Final product

RAW MATERIALS
Steel, nonferrous alloys, cast 
irons, powder-metallurgy and 
plastics

Die casting Housing Sheet-metal 
forming

QUALITY CONTROL

Gear 
Machining

Final finish
Assembly and 
tests

Die casting is the process of mold-casting
molten aluminum into automatic
transmissions’ cases by injection of melted
alloy at high-speed/high-pressure into a
precise mold, after which the melted alloy is
quickly cooled/hardened. After the casting
process a flow hole is cut.

Hobbing is a machining
process for gear cutting
and shaping of a
desirable gear tooth
shape.

Sheet-metal forming is done
by welding of two different
materials through Electronic
Beam Welding, i.e. instant
melting of welds at high-
energy.

Cutting of undesirable parts
(i.e. hole, etc.) during the
assembly of an automatic-
transmission case in a
finishing machine.

Assembly is the final production
process, after which several tests are
performed, particularly oil pressure
test and noise test: for each gear-
shifting mode.

Heat Treatment
— Cementation
— Quenching

Cementation is the process
of Infiltration of activated
carbon onto a material’s
surface at high temperature
→ High hardness value &
inner durability.

Quenching is the process of
temperature adjustment for
initial cooling.

Analysis of the key subsectors of automotive parts industry

Source: Hyundai Powertech - Production Process
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The global clutches 
market is expected to 
grow by 4.82% CAGR 
by 2022. 
In 2017 the USA had 
the highest share in 
the world import of 
clutches (13%), while 
Germany was the top 
exporter with 26% 
share.
The concentration of 
the  world export 
market of clutches can 
be considered low. 

Trade Analysis – Clutches
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of clutches 
increased by a CAGR of 4% and reached USD 10.9 billion. In 
2017 the top importer of clutches was the USA, accounting for 
13% of the world import, followed by Germany and China with 
11% and 8% shares, respectively. The top exporter country was 
Germany with 26% share in the world export followed by the 
USA and Hungary with 9% and 8% shares, respectively. The 
HH index of the world clutch export is equal to 0.09, which  
indicates that the concentration of the world export market of 
clutches is low.
Trend of shifting to automatic transmission vehicles and electric 
vehicles will negatively impact the market, nevertheless, the 
global automotive clutches market is expected to grow by 
4.82% CAGR to reach USD 9.9 billion by 2022. Some of the 
major producing companies are  ZF Friedrichshafen (Germany), 
BorgWarner Inc.(U.S.), Schaeffler Technologies (Germany).*
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Production process – Clutches

RAW MATERIALS
Steel, plastic, aluminum

Die casting Machining Welding

Raw Material Manufacturing process

QUALITY CONTROL

Final product

Final finish
Assembly and tests

Die casting is the process of mold-casting 
molten aluminum into automatic transmissions’ 
cases by injection of melted alloy at high-
speed/high-pressure into a precise mold, after 
which the melted alloy is quickly 
cooled/hardened. 

At this stage all the components 
(pipes) are welded in a circular 
and uniform way with automatic 
equipment.

Machining is any of various processes 
(turning, drilling and milling) in which a 
molded metal is cut into a desired final 
shape and size. 

At this stage the clutch is assembled 
and inspected.  

Source: KPMG research

Analysis of the key subsectors of automotive parts industry
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The global automotive 
air conditioners market 
is expected to grow by 
5.2% CAGR by 2022. 
In 2017 Germany had 
the highest share in 
the world import of air 
conditioners (17%), 
while the Czech 
Republic was the top 
exporter with 22% 
share.
The concentration of 
the  world export 
market of air 
conditioners can be 
considered moderate. 

Trade Analysis – Air conditioners
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of air 
conditioners increased by a CAGR of 2.9% and reached USD 
2.1 billion. In 2017 the top importer of air conditioners was 
Germany, accounting for 17% of the world import, followed by 
the USA and France with 16% and 7% shares, respectively. 
The top exporter country was the Czech Republic with 22% 
share in the world export followed by Germany and China 
with 14% and 12% shares, respectively. The HH index of the 
world air conditioner export is equal to 0.1, which  indicates 
that the concentration of the world export market of air 
conditioners is moderate.
Global automotive air conditioners market is expected to grow 
by 5.2% CAGR to reach USD 26.2 billion by 2022. Some of 
the major producing companies are  Denso Corporation 
(Japan), Mahle Behr (Germany), and Valeo SA (France).*
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Production process – Air conditioners

RAW MATERIALS
Copper, aluminum, plastic, steel

Parts production Assembly 

Raw Material Manufacturing process

QUALITY CONTROL

Final product

Final finish
Inspection and tests

The finished air conditioning system 
is inspected and noise, temperature, 
vibration and electronic control are 
tested. 

At this stage the produced parts 
are assembled, copper tubing and 
aluminum plates are fused and 
electronic control system is wired. 

Copper, aluminum, steel parts are cut, 
formed, punched, drilled and sheared into 
necessary shapes and forms to make the 
air conditioning system main parts: 
compressor, condenser, evaporator, 
orifice tube, expansion valve, receiver 
drier. A special paint is used to coat some 
of the parts.

Analysis of the key subsectors of automotive parts industry

Source: KPMG research
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The global automotive 
generator market is 
expected to grow by 
5.2% CAGR by 2022. 
In 2017 the USA had 
the highest share in 
the world import of 
starter motors (24%), 
while Mexico was the 
top exporter with 14% 
share.
The concentration of 
the  world export 
market of starter 
motors can be 
considered low. 

Trade Analysis – Generators  (starter motors, alternators)
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of 
starter motors increased by a CAGR of 1.7% and 
reached USD 10.5 billion. In 2017 the top importer of 
starter motors was the USA, accounting for 24% of the 
world import, followed by Germany and Mexico with 11% 
and 8% shares, respectively. The top exporter country 
was Mexico with 14% share in the world export followed 
by the USA and Japan with 14% and 12% shares, 
respectively. The HH index of the world starter motor 
export is equal to 0.09, which  indicates that the 
concentration of the world export market is low.
Global automotive generator market is expected to grow 
by 5.2% CAGR to reach USD 20 billion by 2022. Some 
of the major producing companies are  BorgWarner Inc
(U.S.), DENSO (Japan), Continental AG (Germany).*

9.98

10.42

9.65

10.48 10.45

3.7% 

4.4% 

(7.3%)

8.5% 

(0.3%)

-10%
-8%
-6%
-4%
-2%
0%
2%
4%
6%
8%
10%

9

9

10

10

10

10

10

11

2013 2014 2015 2016 2017

Bi
llio

n 
U

SD

World trade value

Export Growth Rate

14%

14%

12%

9%8%
8%4%

3%
3%

3%

22%

World export structure by countries, 2017

Mexico
United States of America
Japan
China
Germany
France
Hungary
Korea, Republic of
Spain
United Kingdom
Rest of the world

24%

11%

8%

5%4%4%4%
3%
2%
2%

33%

World Import structure by countries, 2017

United States of America
Germany
Mexico
United Kingdom
Canada
China
France
Spain
Netherlands
Italy
Rest of the world

* Source: MARKETSANDMARKETS: Alternator Market , KPMG calculations



44© 2018 KPMG Georgia LLC, a company incorporated under the Laws of Georgia; a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative 
(“KPMG International”), a Swiss entity. All rights reserved.

Production process – Generators (starter motors, alternators)

RAW MATERIALS
Steel, copper

Stator core 
production

Rotator 
production

Raw Material Manufacturing process

QUALITY CONTROL

Final product

Final finish
Inspection and test

The finished alternators are inspected and 
several tests (product wave frequency, 
voltage test) are run to assure that 
assembly is in accordance with design 
specifications. 

To create the rotating part (rotor), laminated steel discs are 
pressed. Then the opening in the center of the disks are 
lubricated and a shaft is inserted in it. Then both ends of 
the rotor are welded. The rotor than goes for a spin in a 
machine that winds bands of copper wire around the 
isolated sections. A motorized carbon brush and two 
copper ring are attached to the rotor. The brush will collect 
electricity from the shaft and transfer to generator 
controller. 

To create the stator core, hundred or 
more laminated steel discs are pressed 
together. Afterwards, numerous slots 
are insulated in the core. Next, an 
automatic machine winds a copper wire 
around a mandrel (the insulated 
sections).  

Assembly

At this stage all the parts are 
assembled and wirings 
connected to the finished 
alternator. 

Analysis of the key subsectors of automotive parts industry

Source: KPMG research
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The global spark plugs 
market is expected to 
grow by 5.7% CAGR by 
2022. 
In 2017 the USA had 
the highest share in 
the world import of 
spark plugs (17%), 
while Mexico was the 
top exporter with 34% 
share.
The world export 
market of spark plugs 
can be considered as 
concentrated. 

Trade Analysis – Spark plugs
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of spark 
plugs increased by a CAGR of 1.9% and reached USD 2.7 
billion. In 2017 the top importer of spark plugs was the USA, 
accounting for 17% of the world import, followed by Germany 
and China with 15% and 7% shares, respectively. The top 
exporter country was Japan with 34% share in the world 
export followed by Germany and the USA with 22% and 10% 
shares, respectively. The HH index of the world sparking plug 
export is equal to 0.26, which  indicates that the world export 
market of sparking plugs is concentrated.
Global automotive spark plugs market is expected to grow by 
5.7% CAGR to reach USD 8.3 billion by 2022. Some of the 
major producing companies are  NGK Spark Plug (Japan), 
Denso Corporation (Japan) and BorgWarner (U.S.).*
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* Source: Research and Markets: Global Spark Plug Market Report 2018: Demand Analysis & Opportunity Outlook, KPMG calculations
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Production process –Spark plugs

RAW MATERIALS
High-nickel alloys, aluminum oxide 
ceramic, steel wire

Shell 
production Side electrode production Insulator 

production

Raw Material Manufacturing process

QUALITY CONTROL

Center 
electrode

Final product

Final finish

At this stage a one-piece spark plug shell (made of 
steel wire) is manufactured in a continuous in-line 
assembly process, during which the shell is 
completely formed, the hole  through it is drilled and 
reamed (a process that improves the finish of the 
drilled hole and makes the size of the hole more 
exact). 

The center electrode/terminal stud assembly is sealed into the 
insulator and tamped under extreme pressure. Insulator 
assemblies are then sealed in the metal shell under pressure. 
After reaming to correct depth and angle, the edge of the shell 
(the flange is bent to complete a gas-tight seal. Spark plug 
gaskets from stock are crimped over the plug body so that they 
won't fall off.

Insulators are supplied from stock storage. Ceramic 
material for the insulator in liquid form is first poured 
into rubber molds. Special presses automatically 
apply hydraulic pressure to produce unfired insulator 
blanks.

Special contour grinding machines give the pressed 
insulator blanks their final exterior shape before the 
insulators are fired in a tunnel.

The side electrode is made of a nickel alloy 
wire, which is fed from rolls into an electric 
welder, straightened, and welded to the 
shell. It is then cut to the proper length. 
The side electrode is given a partial bend; 
it is given its final bend after the rest of the 
plug assembly is done.

During spark plug assembly, a random 
sampling are pressure tested to check that 
the center electrode is properly sealed inside 
the insulator. Visual inspections assure that 
assembly is in accordance with design 
specifications.

Source: How products are made – Spark Plug (madehow.com)

Analysis of the key subsectors of automotive parts industry
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The global ignition coil 
market is expected to 
grow by 5.2% CAGR by 
2022. 
In 2017 the USA had 
the highest share in 
the world import of 
ignition coils (26%), 
while China was the 
top exporter with 20% 
share.
The concentration of 
the  world export 
market of ignition coils 
can be considered low. 

Trade Analysis – Ignition coils
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC
Source: ITC

For the period of 2012-2017 the world trade value of ignition 
coils increased by a CAGR of 1.5% and reached USD 1.9 
billion. In 2017 the top importer of ignition coils was the USA, 
accounting for 26% of the world import, followed by 
Germany and Mexico with 10% and 9% shares, respectively. 
The top exporter country was China with 20% share in the 
world export followed by the USA and Germany with 12% 
and 11% shares, respectively. The HH index of the world 
ignition coil export is equal to 0.1, which  indicates that the 
concentration of the world export market of ignition coils is 
moderate.
Global automotive ignition coils market is expected to grow 
by 5.2% CAGR to reach USD 3.2 billion by 2022. Some of 
the major producing companies are Robert Bosch GmbH 
(Germany), BorgWarner Ludwigsburg GmbH (Germany) and 
Delphi Automotive PLC (UK).*
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Production process – Ignition coils

RAW MATERIALS
Steel, plastic

Magnetic circuit and 
spring production

The bobbins and 
housing production

QUALITY CONTROL

Raw Material Manufacturing process Final product

Final finish
Assembly and test

The finished ignition coils are inspected and several tests 
are run to assure that assembly is in accordance with 
design specifications. 

The bobbins and housing are molded  from plastic with 
high electrical insulation with thermoplastic automatic 
machine. Next the bobbins are winded with steel wire. The 
bobbins and housing are put in the oven and preheated. 
The bobbins and housing are put in the pressure chamber 
where under the vacuum its cavities are filled with special 
liquid material. Overpressure allows the compound to 
penetrate deep inside the winding. 

The steel plates are measured and cut 
off into the desired size (T-shaped) in 
the high speed press machine. Springs 
are produced in cylindrical, taper, 
barrel shapes from a wire. 

Assembly

At this stage all the components 
are assembled and the 
assembled unit is put in the 
staple furnace for drying.   

Source: KPMG research

Analysis of the key subsectors of automotive parts industry
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The global brakes 
market is expected to 
grow by 4.66% CAGR 
by 2022. 
In 2017 the USA had 
the highest share in 
the world import of 
brakes (22%), while 
Japan was the top 
exporter with 30% 
share.
The concentration of 
the  world export 
market of brakes can 
be considered low. 

Trade Analysis – Brake pads
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of brake pads 
decreased by a CAGR of 3.7% and reached USD 0.9 billion. In 
2017 the top importer of brake pads was the USA, accounting 
for 22% of the world import, followed by UK and Germany with 
6% shares each. The top exporter country was Japan with 30% 
share in the world export followed by Germany and the UK with 
11% and 10% shares, respectively. The HH index of the world 
brake export is equal to 0.08, which  indicates that the 
concentration of the world export market of brakes is low.
Global automotive brakes* market is expected to grow by 
4.66% CAGR by 2022. Some of the major producing companies 
are Robert Bosch (Germany), Aisin Seiki (Japan) and Nisshinbo 
Holding (Japan).*

** Source: ReportsNReports: Brakes Market , KPMG calculations
* Note: In case of the market analysis, only the data on brakes, which includes brake pads and brake discs, is available
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Production process – Brake pads

RAW MATERIALS
Steel, iron, copper, silicon, 

fibers

Backing plate 
stamping 

Surface 
Blasting

Mixing and 
molding

QUALITY CONTROL

Final finish
Sensor riveting 
and tests

The backing plate is 
stamped form high-grade 
steel into the exact 
design shape to fit 
vehicle caliper.

The brake pads are painted, embellishing them and 
protecting from rust and corrosion.
With the lathe of triple foundations - grooving, 
chamfering and grinding, brake noise is reduced for 
quieter operation and also friction levels are improved.

The surface of backing plate is 
roughened to increase the adhesion to 
avoid material breaking away from the 
backing plate. The adhesive is applied 
to the backing plate. 

Bonding and 
heating

Raw materials are blended 
together and molded under 
extreme temperatures and 
pressure into the shape of 
bricks.

The friction materials are bonded firmly to 
the backing plate under immense heat 
and pressure.
The unfinished pads are then heated in the 
heating processor for 8 ~ 10 hours to the 
everlasting attachment.

Painting, grooving, 
chamfering and 
grinding

The finished brake pads are meticulously checked on the 
finished brake pads before packing to ensure the safety of 
products.

Source: Taiwan Break technology Corp. – Manufacturing processes

Analysis of the key subsectors of automotive parts industry

Raw Material Manufacturing process Final product
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The global drive-axles 
market is expected to 
grow by 7% CAGR by 
2022.
In 2017 the USA had 
the highest share in 
the world import of 
drive-axles(17%), while 
Germany was the top 
exporter with 18% 
share.
The concentration of 
the  world export 
market of drive-axles 
can be considered low. 

Trade Analysis – Drive-axles with differential
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of drive-
axles increased by a CAGR of 4% and reached USD 25.5 
billion. In 2017 the top importer of drive-axles was the 
USA, accounting for 17% of the world import, followed by 
Mexico and Germany with 11% and 10% shares, 
respectively. The top exporter country was Germany with 
18% share in the world export followed by Mexico and the 
USA with 16% and 10% shares, respectively. The HH 
index of the world drive-axle export is equal to 0.08, which  
indicates that the concentration of the world export market 
of drive-axles is low.
Global automotive drive-axles market is expected to grow 
by 7% CAGR to reach USD 89.5 billion by 2022. Some of 
the major producing companies are ZF AG (Germany), 
GKN Plc. (U.K.) and American Axle (US).*
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* Source: MARKETSANDMARKETS: Automotive Differential Market, Automotive Axle & Propeller Shaft Market, KPMG calculations
Drive-axles includes the following components: front, rear, inter-axle propeller shaft, and open, locking, other differentials.
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Raw Material Manufacturing process Final product

Production process – Drive-axles with differential

RAW MATERIALS
Steel

Cutting Forging Shot 
blasting

QUALITY CONTROL

Final finish
Inspecting and tests 

At this stage the raw 
material is cut by band 
saw.

Forging is a manufacturing process involving the 
shaping of metal using localized compressive
forces.

Internal and 
external cracks 
are inspected by 
Magnetic Particle 
Testing Machine 
and Ultrasonic 
Testing Machine.

To remove the excess 
material from the forged 
components, short blasting 
is done, which is a method 
used to clean, strengthen 
(peen) or polish metal.

Heat 
treatment

Heat treatment is done 
on the forged 
components so as to 
change their properties 
to withstand the 
requirement. Heat 
treatment process 
includes such 
processes as induction 
hardening and 
normalizing.

Machining

Several machining 
processes are 
performed to get a 
desired final shape 
and size of drive-
axle components. 

Source: KPMG research

Analysis of the key subsectors of automotive parts industry
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The global automotive 
seat market is 
expected to grow by 
2.51% CAGR by 2022.
In 2017 Germany had 
the highest share in 
the world import of 
automotive seats 
(10%), while Czech 
Republic was the top 
exporter with 23% 
share.
The concentration of 
the  world export 
market of automotive 
seats can be 
considered low. 

Trade Analysis – Seats for motor vehicles
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of 
automotive seats increased by a CAGR of 5% and reached 
USD 2.8 billion. In 2017 the top importer of seats was the 
Germany, accounting for 10% of the world import, followed 
by USA and Mexico with 8% and 7% shares, respectively. 
The top exporter country was Czech Republic with 23% 
share in the world export followed by the Germany and USA 
with 12% and 10% respectively. The HH index of the world 
steering wheel export is equal to 0.08, which  indicates that 
the concentration of the world export market of automotive 
seats is low.
Global automotive seat is expected to grow by 2.51% CAGR 
to reach USD 68.3 billion by 2022. Some of the major 
producing companies are Adient (US), Lear Corporation 
(US), Faurecia (France).*
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* Source: MARKETSANDMARKETS: Automotive Seats Market, KPMG calculations
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Raw Material Manufacturing process Final product

Production process – Seats for motor vehicles

RAW MATERIALS
Polyurethane, metal components, 
fabrics, wire spring 

Seat shell 
production

Seat-warmer  and 
airbag installation

Cushion and 
fabric cover 
installation 

QUALITY CONTROL

Final finish
Ironing, cleaning and test

Manufacturing of the car seat 
begins with molding the shell. 
The steel is melted and injection-
molded into forms for the shell. 

The final assembly is 
cleaned, ironed and it is 
checked whether the airbag 
and seat warmer are 
operational and adjustment 
mechanism work properly. 

The cushion assembly is fit onto 
the spring framework and pulled 
tight. Then the fabric cover is 
placed and attached with the wire.
This intermediated assembly is 
smooth out from any wrinkles. 

Assembly

The seat-warmer pad and 
cables are manually tucked 
into the cushioning. The 
airbag is slidden into a 
special sleeve. 

At this stage the headrest is installed, the 
lower framework is tackled and equipped 
with a mechanism that adjusts the height 
of the seat. Next, electrical connectors 
(adjustors) are fastened and pre-tensioner 
apparatus is attached. To make it look 
neater the lower framework is covered with 
a plastic balance. 

Source: KPMG research

Analysis of the key subsectors of automotive parts industry
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The global automotive 
wheel market is 
expected to grow by  
5.52% CAGR by 2022. 
In 2017 the USA had 
the highest share in 
the world import of 
road wheels (22%), 
while China was the 
top exporter with 30% 
share.
The concentration of 
the  world export 
market of road wheels 
can be considered 
moderate. 

Trade Analysis –Wheels
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of wheels
increased by a CAGR of 2.6% and reached USD 19.5 billion. In
2017 the top importer of road wheels was the USA, accounting
for 22% of the world import, followed by Germany and Japan
with 13% and 7% shares, respectively. The top exporter country
was China with 30% share in the world export followed by
Germany and the USA with 12% and 7% shares, respectively.
The HH index of the world road wheel export is equal to 0.12,
which indicates that the concentration of the world export
market of road wheels is moderate.
Global automotive wheels market is expected to grow by 5.52%
CAGR to reach USD 40.3 billion by 2022. Some of the major
producing companies are Superior Industries International (US),
Steel Strips Wheels (India) and Citic Dicastal (China).*
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Raw Material Manufacturing process Final product

Production process – Wheels

RAW MATERIALS
Aluminum ingot

Die casting Boring Tilt 
milling

QUALITY CONTROL

Final finish
Inspecting and tests 

Aluminum alloy 
automotive wheels are 
commonly cast using the low-
pressure die casting process. A 
permanent steel die, commonly 
composed of four main components 
(a top, bottom, and two side dies), is 
used to create the cavity that forms 
the wheel.

Boring is the process of enlarging 
the a circular hole made in the 
process of casting in the center of 
the wheel. 

The final product is 
exposed to various tests 
and inspections, such as 
force inspection,
manual Inspection and 
automatic measurement.

Milling is the machining process 
of using rotary cutters to remove 
material from he surface of the 
wheel. 

Manual post 
processing

At this stage wet lacquer coating 
is applied to the wheel in its final 
shape. 

Coating

Source: KPMG research

Analysis of the key subsectors of automotive parts industry
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The global suspension 
systems market is 
expected to grow by  
3.88% CAGR by 2022.
In 2017 the USA had 
the highest share in 
the world import of 
suspension systems 
(21%), while Germany 
was the top exporter 
with 19% share.
The concentration of 
the  world export 
market of suspension 
systems can be 
considered low. 

Trade Analysis – Suspension systems
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of 
suspension systems increased by a CAGR of 4.4% and 
reached USD 18.3 billion. In 2017 the top importer of 
suspension systems was the USA, accounting for 21% of 
the world import, followed by Germany and Mexico with 9% 
and 8% shares, respectively. The top exporter country was 
Germany with 19% share in the world export followed by 
China and the USA with 14% and 13% shares, respectively. 
The HH index of the world suspension system export is 
equal to 0.08, which  indicates that the concentration of the 
world export market of suspension systems is low.
Global automotive suspension systems market is expected 
to grow by  3.88% CAGR to reach USD 61.8 billion by 2022. 
Some of the major producing companies are ZF (Germany), 
Tenneco (US) and KYB (Japan). *
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Raw Material Manufacturing process Final product

Production process – Suspension systems

RAW MATERIALS
Steel, powdered metal

QUALITY CONTROL

Final finish
Inspecting and 
tests 

Steel sheets are converted into 
tubes in a special machine. 

The finished shock absorber is inspected and several tests are run to 
assure that assembly is in accordance with design specifications.

The cutting machine chops tubes into 
shock absorber lengths. Reserve 
tubes go one extra step—
compressing the ends 

Additional components such as screws and 
fasteners are made of powder metal (iron 
powder mixed with some graphite and 
copper) in special forms.  

At this stage the base assembly and head 
assembly (that includes steel piston rod and the 
mount on the other end of shock absorber) is 
done. 

The reserve 
tubes are 
filled with oil. 

 At this stage the components are welded 
together. 

 Also resin press bushing are added into 
each mount, used to tone down the 
vibrations. 

 Next, nitrogen gas is injected in the tubes 
to prevent the oil inside from foaming. 

 The assembled shock absorber is then 
painted (electrostatic painting).

Source: KPMG research

Analysis of the key subsectors of automotive parts industry

Tube 
making

Cutting 
and 
pressing

Additional 
parts 
making

Assembly Oil filling 
process

— Welding
— Press bushing
— Nitrogen gas injection
— Coating
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The global air bags 
market is expected to 
grow by  9.4% CAGR 
by 2022. 
In 2017 the USA had 
the highest share in 
the world import of air 
bags (25%), while 
Mexico was the top 
exporter with 21% 
share.
The concentration of 
the  world export 
market of air bags can 
be considered low. 

Trade Analysis – Air bags
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of air 
bags increased by a CAGR of 8.2% and reached USD 12 
billion. In 2017 the top importer of air bags was the USA, 
accounting for 25% of the world import, followed by Mexico 
and Germany with 13% and 9% shares, respectively. The 
top exporter country was Mexico with 21% share in the 
world export followed by the USA and Germany with 15% 
and 12% shares, respectively. The HH index of the world 
air bag export is equal to 0.11, which  indicates that the 
concentration of the world export market of air bags is 
moderate.
Global automotive air bags market is expected to grow by  
9.4% CAGR to reach USD 34.1 billion by 2022. Some of 
the major producing companies are Autoliv (Sweden), 
Delphi Automotive (UK) and Takata Corporation (Japan). *
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Raw Material Manufacturing process Final product

Production process –Air Bags

RAW MATERIALS
Woven nylon fabric

Propellant
manufacturing Inflator assembly Cutting and sewing 

of the air bag

QUALITY CONTROL

Final finish
Final assembly of the airbag 
module

The propellant consists of sodium acid mixed 
together with an oxidizer that are carefully 
blended under sophisticated computerized 
process control. After blending, presses are used 
to compress the propellant mixture into disk or 
pellet form.

The woven nylon air bag fabric is received 
from outside vendors. The air bag fabric is die 
cut to the proper shapes and sewn, internally 
and externally, to properly join the two sides. 

The inflator components, such as the metal canister, the 
filter assembly—stainless steel wire mesh with ceramic 
material inside—and initiator (or igniter) are received from 
outside vendors and are then assembled on a highly 
automated production line. The inflator sub-assembly is 
combined with the propellant and an initiator to form the 
inflator assembly. Laser welding (using CO 2 gas) is used 
to join stainless steel inflator sub-assemblies, 
while friction inertial welding is used to join aluminum 
inflator sub-assemblies. 

The air bag assembly is then mounted to the tested inflator 
assembly. Next, the air bag is folded, and the breakaway plastic 
horn pad cover is installed. The remaining components of the air 
bag system (the crash sensors, the diagnostic monitoring unit, the 
steering wheel connecting coil, and the indicator lamp) are 
combined with the air bag module during vehicle assembly. 

Automated inspections are made at every stage of the production 
process line to identify mistakes.

Source: How products are made – Air Bag (madehow.com)

Analysis of the key subsectors of automotive parts industry
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The global automotive 
exhaust system market 
is expected to grow by  
8.45% CAGR by 2022. 
In 2017 Germany had 
the highest share in 
the world import of 
exhaust systems (12%) 
and was also the top 
exporter with 19% 
share.
The concentration of 
the  world export 
market of exhaust 
systems can be 
considered low. 

Trade Analysis – Exhaust systems 
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of exhaust 
systems increased by a CAGR of 2.7% and reached USD 9.3 
billion. In 2017 the top importer of exhaust systems was 
Germany, accounting for 12% of the world import, followed by 
the USA and the Czech Republic with 11% and 10% shares, 
respectively. The top exporter country was Germany with 
19% share in the world export followed by the Czech 
Republic and the USA with 16% and 8% shares, respectively. 
The HH index of the world exhaust system export is equal to 
0.07, which  indicates that the concentration of the world 
export market of exhaust systems is low.
Global automotive exhaust system market is expected to 
grow by  8.45% CAGR to reach USD 64 billion by 2022. 
Some of the major producing companies are Faurecia 
(France), Tenneco Inc. (U.S.) and Eberspacher (Germany).*
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Raw Material Manufacturing process Final product

Production process –Exhaust systems

Source: KPMG research

Analysis of the key subsectors of automotive parts industry

RAW MATERIALS
Stainless steel, ceramics or 

metal
Folding Poly Cutting Stapling

QUALITY CONTROL

A machine is used to bend (or fold) the 
metal to make it reach its intended form. 
Pipes are folded, according to 
specifications of bend radius size and 
pipe diameter. The central, intermediate and lateral 

silencer body are closed  through the 
equipment able to join the ends of the 
plate, closing in a way that does not leak 
the gases or noise. 

Welding

At this stage plates and 
pipes are cut in the required 
dimensions and size.

All the components (pipes) are 
welded in a circular and uniform 
way with automatic equipment.

At this stage all the exhaust system parts 
(collector, catalyzer and mufflers 
connected by the exhaust pipes, arranged 
between the engine and the vehicle's 
tailpipe) are assembled.  
To regulate the thickness of the steel x-ray 
gauges are used. Also, the exhaust 
system components are inspected for 
defects at the end of the process.

Final finish
Assembly and tests
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The global automotive 
bumpers market is 
expected to grow by  
5.76% CAGR by 2022.
In 2017 the USA had 
the highest share in 
the world import of 
bumpers (16%), while 
Germany was the top 
exporter with 21% 
share. 
The concentration of 
the  world export 
market of bumpers can 
be considered low. 

Trade Analysis – Bumpers
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of bumpers 
increased by a CAGR of 2.7% and reached USD 7.2 billion. In 
2017 the top importer of bumpers was the USA, accounting for 
16% of the world import, followed by Germany and Spain with 
8% and 6% shares, respectively. The top exporter country 
was Germany with 21% share in the world export followed by 
the USA and Japan with 10% and 5% shares, respectively. 
The HH index of the world bumper export is equal to 0.08, 
which  indicates that the concentration of the world export 
market of bumpers is low.
Global automotive bumpers revenue is expected to grow by  
5.76% CAGR to reach USD 13.7 billion by 2022. Some of the 
major producing companies are Toyota Boshoku Corporation 
(Japan), Plastic Omnium (France) and Magna International, 
Inc. (Ontario). *
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Raw Material Manufacturing process Final product

Production process – Bumpers

RAW MATERIALS
Plastic, stainless steel plate fiber 

reinforced plastics
Polymer making Injection molding Coating

QUALITY CONTROL

Final finish
Inspecting and tests 

At this stage liquid plastic precursors are 
mixed with a catalyst that causes them to 
combine and polymerize rapidly.

Materials are poured or injected into 
a large mold, where they combine 
rapidly. With the help of gas, the 
polyurethane expands to fill the 
bumper mold, where it cools and 
hardens.

The final product is 
exposed to various tests, 
visual inspections assure 
that assembly is in 
accordance with design 
specifications.

At this stage the coating 
color is applied to the 
polystyrene model of the 
bumper adjusted to its final 
shape. 

Source: KPMG research

Analysis of the key subsectors of automotive parts industry
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The global automotive 
radiators market is 
expected to grow by  
5.2% CAGR by 2022. 
In 2017 the USA had 
the highest share in 
the world import of 
radiators (15%), while 
China was the top 
exporter with 20% 
share.  
The concentration of 
the  world export 
market of radiators can 
be considered low. 

Trade Analysis – Radiators
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of 
radiators increased by a CAGR of 0.3% and reached USD 
6.7 billion. In 2017 the top importer of radiators was the USA, 
accounting for 15% of the world import, followed by Germany
and China with 14% and 5% shares, respectively. The top 
exporter country was China with 20% share in the world 
export followed by Germany and the Czech Republic with 
12% and 8% shares, respectively. The HH index of the world 
radiator export is equal to 0.07, which  indicates that the 
concentration of the world export market of radiators is low.
Global automotive radiators market is expected to grow by  
5.2% CAGR to reach USD 13.5 billion by 2022. Some of the 
major producing companies are Denso Corporation (Japan), 
Mahle GmbH (Germany) and Zhejiang Yinlun Machinery Co. 
(China). *
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Raw Material Manufacturing process Final product

Production process – Radiators

RAW MATERIALS
Brass, copper 

Tubes 
production

Cooling fins 
production

Headers 
production

QUALITY CONTROL

Final finish
Inspecting and tests 

Tubes are made from paper-thin 
brass. Afterwards they are run 
through a vat of bubbling hot molten 
lead and then through cold water, 
which  hardens the lead coating. 
Next the tubes are chopped by cutter 
into the required size.   

The finished radiator is inspected and several 
test are run to assure that assembly is in 
accordance with design specifications.

Narrow strips of copper 
are transformed into what 
are called cooling fins. 

Assembly

Machine cuts patterns on brass 
sheets — making headers, one 
for each side of a radiator.  

Pressing
— Heating
— Welding
— Coating

Workers manually stack the 
tubes and fins one on top of 
the other. Headers are 
hammered on the ends of the 
stacked tubes and fines.  

The components are compressed 
and strapped together in a special 
pressing machine. 

— The assembled radiator is heated in 
the over, where lead melts. Workers 
dip the headers in a tank of hot 
liquid lead, reinforcing corners with 
a few drops of melted lead.  

— The tanks then are welded to the 
headers, filler neck and water intake 
pipe. 

— The finished radiator is then coated 
with an asphalt based black paint 
(asphalt content makes the paint-
heat resistant)

Source: KPMG research

Analysis of the key subsectors of automotive parts industry
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The global automotive 
seat belts market is 
expected to grow by  
8.2% CAGR by 2022. 
In 2017 Germany had 
the highest share in 
the world import of 
safety seat belts (28%), 
while Romania was the 
top exporter with 18% 
share.  
The concentration of 
the  world export 
market of safety seat 
belts can be 
considered moderate. 

Trade Analysis – Safety seat belts
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of safety 
seat belts increased by a CAGR of 1.5% and reached USD 
3 billion. In 2017 the top importer of safety seat belts was 
Germany, accounting for 28% of the world import, followed 
by China and Japan with 8% and 7% shares, respectively. 
The top exporter country was Romania with 18% share in 
the world export followed by Germany and Mexico with 14% 
and 13% shares, respectively. The HH index of the world 
safety seat belt export is equal to 0.1, which  indicates that 
the concentration of the world export market of safety seat 
belts is moderate.
Global automotive seat belt market is expected to grow by  
8.2% CAGR to reach USD 21 billion by 2022. Some of the 
major producing companies are Autoliv (Sweden), ZF TRW 
Automotive Holdings(U.S.) and Takata (Japan).*
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Raw Material Manufacturing process Final product

Production process – Safety seat belts

RAW MATERIALS
Steel, plastic, fabric

Locking 
mechanism 
production

Retractor 
mechanism
production

Pre-tensioner 
mechanism 
production

QUALITY CONTROL

Final finish
Assembly and 
test

At this stage all the seat belt parts are loaded 
in a jig (a holding device that arranges seat 
belt parts in the proper configuration). 
Afterwards, the finished seat belt is run 
thoroughly inspected and several tests are 
run.

Pre-tensioner mechanism sharply 
pulls the webbing back tightening 
any slack by receiving the 
electrical charge from airbag 
system, this charge sets off a tiny 
explosion that deflects the belt.
Pre-tensioner kicks in only in the 
event of a crash.  

Micro gas 
generator 
device

Locking mechanism (plastic disc, 
containing a spring and a weigh is 
part of locking mechanism) is 
designed for stopping seatbelt straps 
called webbing from lengthening 
when a person jerks forward due to a 
sudden stop or hard deceleration. 

Locking mechanism goes 
into seat belt retractor 
mechanism, which lets 
the webbing extend and 
retract.

After lubricating inside of micro gas generator’s aluminum cylinder with 
grease, piston is inserted in it. 
After capping off the micro gas generation housing, a robot transfers the 
completed pre-tensioner mechanism to the retractors frame (robot screws 
on a steel cover plate to hold the pre-tensioner in place). 

Rewind 
spring 
installation

Installation of rewind spring onto the 
spool of the retractor mechanism 
provides resistance when the webbing 
is pulled to buckle up. The thicker the 
spring and the more is the number of 
coils the greater is the tension (faster 
the belt retracts, though less 
comfortable the belt is on the body). 

Webbing 
production

At this stage the 
webbing is sewed. 

Source: KPMG research

Analysis of the key subsectors of automotive parts industry
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The global automotive 
wipers market is 
expected to grow by  
7.2% CAGR by 2022. 
In 2017 the USA had 
the highest share in 
the world import of 
windscreen wipers 
(16%), while China was 
the top exporter with 
17% share.  
The concentration of 
the  world export 
market of windscreen 
wipers can be 
considered low. 

Trade Analysis – Windscreen wipers
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of 
windscreen wipers increased by a CAGR of 2.2% and reached 
USD 1.4 billion. In 2017 the top importer windscreen wipers
was the USA, accounting for 16% of the world import, followed 
by Germany and the UK with 7% and 6% shares, respectively. 
The top exporter country was China with 17% share in the 
world export followed by Mexico and France with 16% and 8% 
shares, respectively. The HH index of the world windscreen 
wiper export is equal to 0.07, which  indicates that the 
concentration of the world export market of windscreen wipers 
is low.
Global automotive wipers market is expected to grow by  7.2% 
CAGR to reach USD 4.5 billion by 2022. Some of the major 
producing companies are Robert Bosch GmbH (Germany), 
Valeo S.A (France) and Trico Products Corporation (U.S.).*
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* Source: Research And Markets: Global Automotive Wipers Market Size & Share, KPMG research and calculations
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Raw Material Manufacturing process Final product

Production process – Windscreen wipers

Source: KPMG research

Analysis of the key subsectors of automotive parts industry

RAW MATERIALS
Rubber, steel

Rubber mixing Rubber extrusion 
and cutting

Holding arm shaping 
and painting

QUALITY CONTROL

Final finish
Inspecting and tests 

Role rubber (syntactic or natural)  
is rolled out to completely remove 
all the air bubbles from the 
substance. In a mixing machine 
carbon black powder is added to 
the substance, giving black hue 
to it and strengthening it, making 
resistant. 

The finished windscreen wipers are inspected and several 
test are run to assure that assembly is in accordance with 
design specifications. 

The mixed rubber is squeezed, and heated 
in the extruder,  which forces it into the right 
shape,  making a continual band that when 
cut in half forms two separate wiper blades. 
The rubber band is then cut to size. 

Assembly

To shape the wiper blade holding arms, steel 
sheets are placed in the press machine and 
then the shaped arms are painted, making 
them corrosion protected. 

Blades are “fed” into the machine to 
join together with the arm holders by 
sliding that holders over the blades 
and clamping them into place. Finally 
the wipers (rubber blades with arm 
holders) are linked to the electric 
motor. 
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The global automotive 
oil and petrol filters 
market is expected to 
grow by  6.24% CAGR 
by 2022. 
In 2017 the USA had 
the highest share in 
the world import of oil 
and petrol filters (11%), 
while Germany was the 
top exporter with 16% 
share.  
The concentration of 
the  world export 
market of oil and petrol 
filters can be 
considered low. 

Trade Analysis – Oil and petrol filters
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of oil 
and petrol filters increased by a CAGR of 2.4% and 
reached USD 6.3 billion. In 2017 the top importer oil and 
petrol filters was the USA, accounting for 11% of the world 
import, followed by Germany and the UK with 8% and 5% 
shares, respectively. The top exporter country was 
Germany with 16.3% share in the world export followed by 
the USA and China with 15.6% and 11% shares, 
respectively. 
The HH index of the world oil and petrol filter export is 
equal to 0.08, which  indicates that the concentration of 
the world export market of oil and petrol filters is low.
Some of the major producing companies are 
MANN+HUMMEL Group (Germany), Affinia Group (U.S.) 
and Ahlstrom Corporation (Finland).*
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* Source: MARKETSANDMARKETS: Filter Market by Filter Type (Oil & Fuel), KPMG calculations
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The global automotive 
intake air filters market 
is expected to grow by  
7.43% CAGR by 2022. 
In 2017 the USA had 
the highest share in 
the world import of 
intake air filters (14%) 
and was also the top 
exporter with 18% 
share.  
The concentration of 
the  world export 
market of intake air 
filters can be 
considered low. 

Trade Analysis – Intake air filters
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC

For the period of 2012-2017 the world trade value of intake air 
filters increased by a CAGR of 3.3% and reached USD 2.8 
billion. In 2017 the top importer intake air filters was the USA, 
accounting for 14% of the world import, followed by Canada 
and Belgium with 7% and 5% shares, respectively. The top 
exporter country was the USA with 18% share in the world 
export followed by China and Germany with 11% and 9% 
shares, respectively. The HH index of the world intake air filter 
export is equal to 0.08, which  indicates that the concentration 
of the world export market of intake air filters is low.
Global automotive filters (including air, oil, petrol and other 
filters) market is expected to reach USD 26.1 billion by 2022. 
Some of the major producing companies are 
MANN+HUMMEL (Germany), Donaldson (US), Robert Bosch 
(Germany).*
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*Source: MARKETSANDMARKETS: Automotive Filters Market by Type, KPMG calculations
Market value include the following types of automotive filters: Air, Fuel, Oil, Cabin, Coolant, Brake Dust, Oil Separator, Transmission, 
Steering, Dryer Cartridge, EMI/EMC, Coolant Air Particle

Source: ITC
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Raw Material Manufacturing process Final product

Production process – Oil, petrol and intake air filters

RAW MATERIALS
Steel, aluminum/ zinc / plastic components, filter 

paper/ non-woven fabric, polyurethane foam

Embossing 
and 
machining 

Perforation 
and cutting Drilling

QUALITY CONTROL

Final finish
Assembly and tests 

Sheet metal embossing is a stamping process 
for producing raised or sunken designs or 
relief in sheet metal. Also, top and bottom cap 
is cut or machining of cast bottoms/tops caps 
of filter element is performed.

At this stage fitment holes are 
drilled on die bottoms/top.

Perforation and cutting of steel sheet on power 
press is performed. Perforating is the process of 
punching or stamping holes in a given material 
with a machine to create a pattern of holes.

At this stage the filter paper/cloth  is 
pleated/ corrugated/ winded to get 
the desired filter element and parts 
are joined together by way of a 
metal part called a rivet.

Pleating, corrugating, 
winding and riveting

At this stage the complete filter 
element with top and bottom 
holding units is assembled and 
inspected. 

Source: KPMG research

Analysis of the key subsectors of automotive parts industry
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The global automotive 
interior part market is 
expected to grow by  5% 
CAGR by 2022. 
In 2017 the USA had the 
highest share in the 
world import of other 
automotive parts 
including interior parts  
(15%) and was also the 
top exporter with 12% 
share.  
The concentration of the  
world export market of 
other automotive parts 
including interior parts 
can be considered low. 

Trade Analysis – Interior parts
Analysis of the key subsectors of automotive parts industry

Source: ITC

Source: ITC Source: ITC

For the period of 2012-2017 the world trade value of other
automotive parts including interior parts (also include articles of
plastic)* does not record any significant increase and equaled
USD 150 billion in 2017. In 2017 the top importer of other
automotive parts including interior parts was the USA, accounting
for 15% of the world import, followed by Germany and Spain with
8% and 6% shares, respectively. The top exporter country was
the USA with 12% share in the world export followed by Germany
and China with 11% and 10% shares, respectively. The HH index
of the world export of other automotive parts including interior
parts is equal to 0.05, which indicates that the concentration of
the world export market is low.
Global automotive interior part market* is expected to grow by 5%
annually to reach USD 301.56 billion by 2022. Some of the major
producing companies are Magna International, Inc. (Canada),
Faurecia S.A. (France), and Continental AG (Germany).*

*Source: MARKETSANDMARKETS: Automotive Filters Market by Type, KPMG calculations
World trade value of other automotive parts include articles under the HS codes 870899, 392690 and 392113
Market value include the following interior parts: central console, cockpit module, door panel and other interior parts.
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Production process – Interior parts

RAW MATERIALS
plastic

Raw Material Manufacturing process

QUALITY CONTROL

Final product

Final finish
Assembly and tests 

Automotive interior parts
(central console, cockpit
module, door panel) may be
produced as a single piece of
molded plastic, or several
pieces of plastic.

All the pieces (decorative
parts, handles, armrests,
etc.) are put together and
the quality check is
performed

Source: KPMG research

Analysis of the key subsectors of automotive parts industry

Molding

During the manufacturing
process usually injection-molding
or blow-molding of plastic resin is
used. For each part special
molding forms are used.

Trimming

The part is trimmed to create a
place for relevant subparts (e.g.
for door panels place for
armrest, screws, lock knobs and
other openings are created).

Door panels, central console and
cockpit module may be covered by
variety of materials including natural or
synthetic leather, or other skins. The
covering material is further cut to fit the
component. The coverings may be
decorated by stitching, parts form
aluminum and wood, or other
decoration may applied (door panels,
central consoles etc.)

Covering
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Among the analyzed 
automotive parts, the 
air conditioners have 
the most labor 
intensive production 
process, while the 
production of tires is 
the most energy 
intensive one

Cost structure analysis
Analysis of the key subsectors of automotive parts industry

3

— Transmission 
system

— Clutches
— Brake pads
— Drive-axles with 

differential
— Seats for motor 

vehicles
— Wheels

— Suspension 
systems

— Air bag
— Exhaust 

systems
— Bumpers
— Radiators
— Safety seat belts
— Interior parts

1
Electrical equipment 
for motor vehicles 
— Signaling system
— Generators
— Spark plugs
— Ignition coils
— Windscreen wipers

2

Filters
— Oil and petrol-filters
— Intake air filters

3

The production cost structures are analyzed by 
grouping based on the international coding 
systems, as well as, technical characteristics of 
the automotive parts. Among the analyzed 
automotive parts the labor costs have the highest 
share in the cost structure of pumps (30%), the 
raw materials comprise the biggest share in the 
cost structure of electrical equipment for motor 
vehicles (71%), while the tires’ cost structure has 
the biggest share of energy (7%).

Other parts and accessories 
for motor vehicles 

1 2
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Significance of distance between final product (OEM manufacturers) 
and automotive components/parts production site/location

Among the selected 
parts and components 
for light weight parts 
such as spark plugs 
and ignition coils and 
parts that are most 
frequently replaced 
such as filters and tires 
the distance between 
the production market 
and consumer is not a 
significant factor
The average export 
distance of the 
selected market is 
4,458 km and the half 
of the selected parts 
and components travel 
more that 4,499 km to 
the importing country

Generally automakers tend to produce in 
the region where the vehicle will be sold. 
Except for high cost, high tech and light-
weight components, automotive part and 
component manufacturing plants also are 
often located close to the assembly 
plants to avoid unnecessary high 
transportation costs (for instance, in the 
US the average distance between OEM 
and suppliers is around 100 miles1). On 
the other hand the replacement parts are 
sold worldwide and the availability of the 
raw materials, demand in the region and 
labor costs  is also important factors to 
consider.

To asses the significance of distance 
between producer and consumer we 
ranked the selected 27 auto parts and 
components by the average distance of 
importing countries from the production 
market. Heavy components tend to be 
produced as close to the “consumption 
market” as possible while light weight 
products such as spark plugs travel a 
long distance from the production 
markets. Also, the parts which are more 
frequently  replaced tend to travel  longer 
distance  (e.g. Tires). 

Average - 4,458

1. First Research Industry profile: 
Automobile Parts Manufacturing

Analysis of the key subsectors of automotive parts industry

Source: ITC
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Major factors required for the successful operation of manufacturing 
plant 

Analysis of the key subsectors of automotive parts industry

Quality control
OEMs provide specific requirement for all parts and a set up quality control procedures is must to assure that produced parts meet the exact 
specifications required by the carmakers. The same is true for production of replacement parts for aftermarket sales. While the price is an 
important factor, product quality and on-time delivery are often more important.

Enterprise
resource planning 
(ERP) systems

Optimization of business processes, automation of back office processes such as order entry, inventory management, accounting, and reduction 
of labor hours help to maintain low production cost per unit. Manufacturing was historically an industry with the application of ERP systems.

Automated 
production

Low-cost regions create competitive pressures and manufacturers often required to invest in increased automation to make their operations more 
efficient. Auto part and component producers automate operations of production using robotics, computer control systems and other machinery.

Integrated supply 
chain management 
systems

Supply chain management systems provide opportunity to support "Just-in-time" (JIT) delivery of parts via integrating supply chain systems with 
customers. Big carmakers often require suppliers to upgrade their data management systems capabilities to achieve higher supply chain 
efficiency. Shared supply chain systems provide opportunity to share information on schedules, orders and inventories among suppliers, 
manufacturers, and customers helping to reduce inventory costs and assure timely order fulfillment.

R&D and
Innovation

Substantive R&D investment is needed in new product development to provide competitive products and the big market players have larger 
capacity. This can be a barrier for entry for small players.
The technological development require all market players to continually provide improved products, increasing safety and durability while using 
newer-lighter materials and new production technologies (e.g. 3D printing). 

Size In order to be able provide competitive pricing players must reach massive economies of scale to keep component costs low. Considering that 
manufacturing requires significant investment in plant and equipment, small production sometimes becomes economically non feasible. 

Sale channels
Often parts manufacturers production cycles are determined by the production cycle of OEMs, which usually redesigns cars every few years. 
While the suppliers sign long-term contracts with OEMs it doesn’t guarantee stable sales as the big companies buy products once needed. Many 
part manufacturers sell both parts not only to OEMs but also to aftermarket via auto parts chains were the margins are higher.

Trend of shifting 
production into 
developing 
countries

The geographical position of the manufacturing plant may be one of the key factors for success. Recently there is a trend of shifting the production 
of auto parts to developing countries as those countries have comparably cheaper workforce, as well as, growing demand for the automotive 
parts. The growing trend of the demand is mainly associated with the higher proportion of old cars and poor infrastructure in those countries, which 
stimulate the need of modernizing and repairing the old vehicles. Regulatory environment and existing infrastructure are also major factors to 
consider when selecting the geographical position.



Ranking of the key 
subsectors of automotive 
parts industry
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— Clutches
— Brake pads
— Drive-axles with differential
— Seats for motor vehicles
— Wheels
— Suspension systems
— Air bags
— Exhaust systems 
— Bumpers
— Radiators
— Safety seat belts
— Oil and petrol filters
— Intake air filters 
— Interior parts
In case of other sectors individual quantitative indicators are used. Moreover, 
for the criteria “Geographical distance of OEMs and suppliers”, “Forecast 
trend for upcoming years” and “Market concentration” no grouping is used 
and those criteria are assessed based on the individual quantitative indicators 
for all sectors.

Capital Intensity
For this criteria the gross investment in machinery and equipment per 
employee is used as a backing up quantitative indicator, consequently the 
bigger are the investments per employee the more capital intensive the sector 
is. The capital intensive sectors received lower grades as production in these 
sectors requests a lot of investment. The weight of this criteria is judged to be 
equal to 10%. Below are the intervals of the indicator used for grading.

Ranking methodology (1/2)
Ranking of the key subsectors of automotive parts industry

In order to rank the 27 sectors, the following criteria have been used:
— Capital intensity,
— Geographical distance of OEMs and suppliers,
— Labor intensity,
— Necessity of highly skilled labor
— Forecast trend for upcoming years
— Market concentration
Each criteria is backed up with a quantitative indicator and the sectors are
assessed based on this quantitative indicator.
The maximum and minimum values are calculated for each of the quantitative
indicator and the difference between the maximum and minimum values is
divided into 5 intervals, so that each interval is given the corresponding grade
ranging 1-5.
The sectors that received grade “1” are least likely to be included in the top
ten list, while the sectors which received the grade “5” are most likely to be
selected for the top ten list. At the end the weighted average grade is
calculated for each sector and the top ten sectors with higher weighted
average grades are selected.
For the criteria “Capital intensity”, “Labor intensity” and “Necessity of highly
skilled labor” a special grouping of some sectors is used and the assessment
of these sectors is performed based on the quantitative indicators of the
created groups. The used grouping is as follows;
— Manufacture of electrical and electronic equipment for motor

vehicles;
— Signaling system
— Generators
— Spark plugs
— Ignition coils
— Windscreen wipers
— Manufacture of other parts and accessories for motor vehicles
— Transmission system

Grading intervals, EUR
Grades 1 2 3 4 5
Min of the interval 10,704 8,803 6,902 5,001 3,100
Max of the interval 12,604 10,703 8,802 6,901 5,000
Sources: (1) Eurostat, (2) KPMG research and analysis
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Ranking methodology (2/2)
Ranking of the key subsectors of automotive parts industry

Sources: (1) Eurostat, (2) KPMG research and analysis

Geographical distance of OEMs and suppliers 
For this criteria the average distance of the supplying markets from the 
importing markets is used as a backing up quantitative indicator. Longer 
distance means that the specific part is more transportable and those parts 
may be produced in Georgia and sold in other countries. Consequently, the 
longer the distance is the higher grade the specific sector received. The 
weight of this criteria is judged to be equal to 15%. Below are the intervals of 
the quantitative indicator used for grading.

Grading intervals, km
Grades 1 2 3 4 5
Min of the interval 2,824    3,525    4,226    4,927    5,628    
Max of the interval 3,520    4,225    4,926    5,627    6,328    

Sources: (1) Eurostat, (2) KPMG research and analysis

Labor Intensity
For this criteria the labor share in the production cost structure is used as a 
backing up quantitative indicator, consequently the higher is the share of labor 
costs in the total costs the more labor intensive the sector is. As comparably 
cheap labor force is supposed to be the competitive advantage of Georgia, 
thus the more labor intensive sectors received higher grades. The weight of 
this criteria is judged to be equal to 20%. Below are the intervals of the 
quantitative indicator used for grading.

Grading intervals, %
Grades 1 2 3 4 5
Min of the interval 14% 18% 21% 25% 28%
Max of the interval 17% 20% 24% 27% 31%

Necessity of highly skilled labor
For this criteria the average personnel cost per employee is used as a 
backing up quantitative indicator. The sectors, which have higher need for 
skilled labor, received lower grade, considering that currently

Georgia lacks experience in the sector. The weight of this criteria is judged to 
be equal to 10%. Below are the intervals of the quantitative indicator used for 
grading.

Sources: (1) Eurostat, (2) KPMG research and analysis

Grading intervals, thousand  EUR
Grades 1 2 3 4 5
Min of the interval 34 32 30 28 26
Max of the interval 35 33 31 29 27

Sources: (1) Eurostat, (2) KPMG research and analysis

Forecast trend for upcoming years
For this criteria the CAGR for the period of 2017-2022 is used as a backing up 
quantitative indicator, consequently subsectors with higher expected market 
growth rate received higher grade. The weight of this criteria is judged to be 
equal to 30%. Below are the intervals of the quantitative indicator used for 
grading.

Grading intervals, %
Grades 1 2 3 4 5
Min of the interval 1% 3% 5% 7% 9% 
Max of the interval 2% 4% 6% 8% 10% 

Sources: (1) Eurostat, (2) KPMG research and analysis

Market concentration
For this criteria the HH index is used as a backing up quantitative indicator, 
consequently subsectors with lower market concentration received higher 
grade. The weight of this criteria is judged to be equal to 15%. Below are the 
intervals of the quantitative indicator used for grading.

Grading intervals, %
Grades 1 2 3 4 5
Min of the interval 25% 20% 15% 10% 5% 
Max of the interval 29% 24% 19% 14% 9% 
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As per the ranking matrix, the sectors which require less capital
investment, are labor intensive, need less highly skilled workforce,
are transportable, have less concentrated markets and have a
greater prospective for growth during the upcoming 4 years are
selected. The criteria “Forecast for upcoming years” has the highest
weight equaling to 30% and according to the ranking matrix the air
bags, electrical vehicle batteries and drive-axles with differential
have a better growth prospective with CAGRs equaling to 9.4%,
8.8% and 7%.
Although the intention was to analyze 10 sectors, we additionally
included the following sectors in the analysis:
• Electrical Vehicle batteries considering the current trends and

development perspectives of these sectors both globally and in
Georgia.

• Interior parts - as an additional option considering the availability
of plastic in the region.

• As per the client’s request, due to the potential investment
opportunities, we also added Seats for motor vehicles as the 13th

sector, although it was not included in list of the top sectors
based on the analysis.

Air bags, electrical 
vehicle batteries and 
drive-axles with 
differential have a better 
growth prospective with 
CAGRs equaling to 
9.4%, 8.8% and 7%

Analysis of the ranking matrix
Ranking of the key subsectors of automotive parts industry

Grades
1 2 3 4 5

Criteria codes and weights
Code Criteria Weights

A Capital intensity 10%
B Geographical distance of OEMs and suppliers 20%
C Labor intensity 15%
D Necessity of highly skilled labor 10%
E Forecast trend for upcoming years 30%
F Market concentration 15%

Low High

Sources: (1) Statistisches Bundesamt,  (2) Eurostat
(3) ITC, (4) KPMG Research and Analysis

Ranking matrix

N A B C D E F Weighted 
average rate

1 Brake pads 3 4 4 4 3 5 3.75
2 Drive-axles with differential 3 2 4 4 4 5 3.75
3 Air bags 3 1 4 4 5 4 3.75
4 Air conditioners 5 2 5 4 3 4 3.70
6 Pumps 5 3 5 1 3 5 3.70
5 Lighting equipment 5 3 4 3 3 5 3.70
8 Radiators 3 3 4 4 3 5 3.60
9 Bumpers 3 3 4 4 3 5 3.60
7 Mirrors 5 4 4 5 3 2 3.60
10 Ignition coils 4 5 2 4 3 5 3.60
11 Electrical vehicle batteries 3 4 1 2 5 5 3.55
12 Interior parts 3 2 4 4 3 5 3.45
13 Clutches 3 2 4 4 3 5 3.45
14 Windscreen wipers 4 2 2 4 4 5 3.45
15 Transmission system 3 3 4 4 3 4 3.45
16 Wheels 3 3 4 4 3 4 3.45
17 Generators 4 4 2 4 3 5 3.45
18 Safety seat belts 3 1 4 4 4 4 3.45
19 Exhaust systems 3 1 4 4 4 4 3.45
20 Intake air filters 3 3 1 4 4 5 3.30
21 Oil and petrol filters 3 3 1 4 4 5 3.30
22 Seats for motor vehicles 3 1 4 4 3 5 3.30
23 Signaling system 4 4 2 4 2 5 3.15
24 Suspension systems 3 3 4 4 1 5 3.00
25 Spark plugs 4 5 2 4 3 1 3.00
26 Lead-acid batteries 3 2 1 2 3 5 2.65



Regional market analysis of 
the top selected subsectors 
of automotive parts industry
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In 2017 top exporters in 
the corresponding 
regions were Germany 
and United Kingdom 
(EU), Russian 
Federation (CIS), 
Thailand and China 
(Asia) accounting for 
55.8%, 47.9% and 47.6% 
of the total exports of 
the corresponding 
regions

Regional trade analysis – Brake pads
Regional market analysis of the top selected subsectors of automotive parts industry

Source: ITC

Source: ITC
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For the period of 2012-2017 the CAGR of the import values in the 
regions/countries EU, East and South-East Asia, CIS, Japan and 
Turkey equaled 1.6%, (6.5%), (0.8%), 5.2% and (5%) respectively, 
while the CAGRs of the export values in the same regions/countries 
correspondingly equaled (0.05%), (8.7%), (8.8%), (5.8%) and 
(0.05%).
In 2017 the top exporters of the corresponding regions were Germany 
and United Kingdom together accounting for 55.8% of the EU’s 
export, Russian Federation accounting for 47.9% of the CIS export, 
as well as, Thailand and China together accounting for 47.6% of the 
total export of the Asian countries.

Source: ITC

Trade structure

Importing countries
Share in 
the region, 
2017

Exporting countries
Share in the 
region, 
2017

EU 100% EU 100% 
United Kingdom 18.8% Germany 30.2% 
Germany 18.2% United Kingdom 25.5% 
Poland 12.8% Spain 12.1% 
Italy 7.6% France 9.3% 
Belgium 6.3% Czech Republic 5.6% 
Other EU countries 36.4% Other EU countries 17.2% 
CIS 100% CIS 100% 
Russian Federation 66.7% Russian Federation 47.9% 
Ukraine 14.1% Ukraine 41.0% 
Belarus 8.4% Belarus 10.0% 
Kazakhstan 3.5% Georgia 0.8% 
Moldova, Republic of 2.4% Kazakhstan 0.2% 
Other CIS countries 4.8% Other CIS countries 0.05% 
Asia 100% Asia 100% 
Indonesia 44.0% Thailand 25.0% 
China 16.3% China 22.6% 
Hong Kong, China 8.4% Malaysia 18.1% 
Korea, Republic of 7.9% Indonesia 16.0% 
Singapore 6.9% Korea, Republic of 12.4% 
Other Asian countries 16.5% Other Asian countries 5.8% 
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In 2016 Turkey’s 
consumption value of 
the product exceeded 
the production value by 
around USD 4 million

Regional production and consumption analysis – Brake pads
Regional market analysis of the top selected subsectors of automotive parts industry

EU: For the period of 2012-2017 the EU production of brake pads decreased by the CAGR of 4.2%, while the
consumption decreased by the CAGR of 4.3%. In 2017 the EU production value of brake pads equaled USD 756
million, which exceeded the consumption value (USD 706 million) by around USD 50 million.

Japan: For the period of 2012-2016 both the production and consumption of brake pads decreased by 7.7% and
8.2% correspondingly. In 2016 the production value equaled USD 515 million, which exceeded the consumption
(USD 268 million) of the product by USD 247 million meeting and exceeding the local demand.

Russia: In 2017 the production quantity of brake pads equaled to 32,826 thousand units in Russia.

Turkey: For the period of 2012-2016 the production of brake pads in Turkey increased by the CAGR of 17.7%,
while the consumption of the product increased by the CAGR of 7.9%. In 2016 the production and consumption
values of the product equaled to USD 21.3 million and USD 25.3 million correspondingly providing a gap between
the consumption and production of USD 4 million. The production and consumption data for the year of 2017 was
not available.

Notes:  
(1) The production and consumption data for China was not available
(2) No data on maximal production capacity was available
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In 2017 top exporters in 
the corresponding 
regions were Germany, 
Italy and Sweden (EU), 
Russian Federation 
(CIS), China and Korea 
(Asia) accounting for 
57.6%, 58.2% and 68% 
of the total exports of 
the corresponding 
regions

Regional trade analysis – Drive-axles with differential
Regional market analysis of the top selected subsectors of automotive parts industry

Source: ITC

Source: ITC
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For the period of 2012-2017 the CAGR of the import values in the 
regions/countries EU, East and South-East Asia, CIS, Japan and 
Turkey equaled 4.7%, 2.8%, (8.3%), (0.5%) and 1.8% respectively, 
while the CAGRs of the export values in the same regions/countries 
correspondingly equaled 4.1%, 8%, (6.2%), (2.3%) and 5.8%.
In 2017 the top exporters of the corresponding regions were 
Germany, Italy and Sweden together accounting for 57.6% of the 
EU’s export, Russian Federation, accounting for 58.2% of the CIS 
export, as well as, China and Korea accounting for 68% of the total 
export of the Asian countries.

Source: ITC

Trade structure
Importing countries Share in the 

region, 2017 Exporting countries Share in the 
region, 2017

EU 100% EU 100% 
Germany 23.2% Germany 38.0% 
Netherlands 8.2% Italy 10.2% 
Czech Republic 7.7% Sweden 9.5% 
Belgium 7.7% Austria 9.5% 
Austria 7.7% France 6.8% 
Other EU countries 45.5% Other EU countries 26.2% 
CIS 100% CIS 100% 
Russian Federation 82.7% Russian Federation 58.2% 
Ukraine 5.7% Belarus 31.0% 
Kazakhstan 5.6% Ukraine 7.9% 
Belarus 3.9% Kyrgyzstan 1.4% 
Uzbekistan 0.5% Kazakhstan 0.9% 
Other CIS countries 1.7% Other CIS countries 0.6% 
Asia 100% Asia 100% 
China 40.4% China 38.7% 
Thailand 24.2% Korea, Republic of 29.3% 
Indonesia 15.8% Thailand 21.3% 
Korea, Republic of 7.5% Indonesia 6.0% 
Malaysia 6.8% Philippines 3.5% 
Other Asian countries 5.4% Other Asian countries 1.2% 
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In 2016 Turkey’s 
consumption value of 
drive-axles with 
differential exceeded the 
production value by 
around USD 722 million

Regional production and consumption analysis – Drive-axles with 
differential 

Regional market analysis of the top selected subsectors of automotive parts industry

Notes:  
(1) The production and consumption data for China and Russia was not available
(2) No data on maximal production capacity was available

EU: For the period of 2012-2017 the EU production of drive-axles with differential increased by the CAGR of
3.1%, while the consumption increased by the CAGR of 3.4%. In 2017 the EU production value of drive-axles with
differential equaled USD 13.3 billion, which exceeded the consumption value (USD 11.6 billion) by around USD
1,648 million, which shows that the local customer demand was fully met by the local production and even
exceeded.

Japan: For the period of 2012-2016 both the production and consumption of drive-axles with differential
decreased by 6.7% and 11.5% correspondingly. In 2016 the production equaled to USD 3.4 billion, which
exceeded consumption (USD 1.1 billion) of the product by USD 2.2 billion meeting and exceeding the local
demand. The production and consumption data for the year of 2017 was not available.

Turkey: According to the Turkish Statistical Institute for the period of 2012-2016 the production and consumption
of drive axles with differential increased by the CAGRs of 5.5% and 0.8% correspondingly. In 2016 the production
and consumption of the product equaled to USD 359 million and USD 722 million correspondingly with a gap of
USD 362 million between production and consumption. The production and consumption data for the year of 2017
was not available.
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In 2017 top exporters in 
the corresponding 
regions were Germany 
and Poland (EU), 
Moldova (CIS), China 
and Thailand (Asia) 
accounting for 55.4%, 
75.7% and 65.9% of the 
total exports of the 
corresponding regions

Regional trade analysis – Air bags
Regional market analysis of the top selected subsectors of automotive parts industry

Source: ITC

Source: ITC
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For the period of 2012-2017 the CAGR of the import values in the 
regions/countries EU, East and South-East Asia, CIS, Japan and 
Turkey equaled 9.9%, 6.2%, (6%), 7.7% and 6.8% respectively, while 
the CAGRs of the export values in the same regions/countries 
correspondingly equaled 7%, 10.2%, 41.1%, 13.8% and (19.5)%.
In 2017 the top exporters of the corresponding regions were Germany 
and Poland together accounting for 55.4% of the EU’s export, 
Moldova, accounting for 75.7% of the CIS export, as well as, China 
and Thailand accounting for 65.9% of the total export of the Asian 
countries.

Source: ITC

Trade structure
Importing countries Share in the 

region, 2017 Exporting countries Share in the 
region, 2017

EU 100% EU 100% 
Germany 32.0% Germany 31.7% 
Poland 10.7% Poland 23.6% 
Spain 9.0% Romania 18.9% 
Romania 8.3% Portugal 5.4% 
United Kingdom 7.5% France 5.3% 
Other EU countries 32.5% Other EU countries 15.0% 
CIS 100% CIS 100% 
Russian Federation 96.3% Moldova, Republic of 75.7% 
Moldova, Republic of 1.1% Russian Federation 19.3% 
Ukraine 1.0% Georgia 2.7% 
Uzbekistan 0.9% Tajikistan 1.4% 
Georgia 0.3% Belarus 0.5% 
Other CIS countries 0.4% Other CIS countries 0.5% 
Asia 100% Asia 100% 
China 46.4% China 42.5% 
Korea, Republic of 27.8% Thailand 23.4% 
Thailand 14.9% Viet Nam 13.3% 
Indonesia 5.2% Philippines 9.4% 
Viet Nam 2.1% Korea, Republic of 9.1% 
Other Asian countries 3.7% Other Asian countries 2.3% 
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In 2016 the Japanese 
(Asia) consumption 
exceeded production by 
USD 198 million

Regional production and consumption analysis – Air bags
Regional market analysis of the top selected subsectors of automotive parts industry

Notes:  
(1) The production and consumption data for Russia was not available
(2) No data on maximal production capacity was available

EU: For the period of 2012-2017 the EU production of air bags decreased by the CAGR of 0.9%, while the
consumption decreased by the CAGR of 1.2%. In 2017 the production and consumption of air bags equaled to
USD 3.8 billion and USD 2.7 billion correspondingly, consequently the EU production value of air bags exceeded
the consumption by around USD 1 billion. This shows that the local customer demand was fully met by the local
production and even exceeded

Japan: For the period of 2012-2016 both the production and consumption of air bags decreased by the CAGR
equaling 5%. In 2016 the consumption of air bags equaled to USD 2.3 billion, which exceeded production (USD
2.1 billion) by USD 198 million. The production and consumption data for the year of 2017 was not available.

China (Asia): In 2017 the production of air bags equaled to USD 1.7 billion, while the consumption of the product
equaled to USD 1.5 billion in 2017.

Turkey: Due to the confidentiality issues the Turkish Statistical Institute does not report the updated figure of the
production value of the lighting equipment. According to the Turkish Statistical Institute in 2016 there are only 9
companies producing air bags in Turkey.



90© 2018 KPMG Georgia LLC, a company incorporated under the Laws of Georgia; a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative 
(“KPMG International”), a Swiss entity. All rights reserved.

1,285 

328 

5 20 20 
-

200

400

600

800

1,000

1,200

1,400

EU East and
South-East

Asia

CIS Japan Turkey

M
illi

on
 U

SD

Export value, 2017

In 2017 top exporters in 
the corresponding 
regions were Czech 
Republic (EU), Russian 
Federation (CIS), China 
(Asia) accounting for 
35.8%, 51.4% and 74.6% 
of the total exports of 
the corresponding 
regions

Regional trade analysis – Air conditioners
Regional market analysis of the top selected subsectors of automotive parts industry

For the period of 2012-2017 the CAGR of the import values in the
regions/countries EU, East and South-East Asia, CIS, Japan and
Turkey equaled to 0.6%, 5.8%, (17.8%), 12.3% and 6.1% respectively,
while the CAGRs of the export values in the same regions/countries
correspondingly equaled to 1.2%, 5.3%, (16.7%), (4.7%) and 12.4%.
In 2017 the top exporters of the corresponding regions were Czech
Republic, accounting for 35.8% of the EU’s export, Russian
Federation, accounting for 51.4% of the CIS export, as well as, China
accounting for 74.6% of the total export of the Asian countries.

Source: ITC

Source: ITC

Source: ITC
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Import value, 2017 Trade structure
Importing countries Share in the 

region, 2017 Exporting countries Share in the 
region, 2017

EU 100% EU 100% 
Germany 33.1% Czech Republic 35.8% 
France 13.9% Germany 22.1% 
Belgium 12.7% Poland 15.8% 
Sweden 6.4% Slovakia 12.6% 
United Kingdom 5.6% Spain 3.5% 
Other EU countries 28.3% Other EU countries 10.2% 
CIS 100% CIS 100% 
Russian Federation 83.2% Russian Federation 51.4% 
Belarus 9.5% Ukraine 31.6% 
Ukraine 3.0% Belarus 16.7% 
Kazakhstan 2.8% Georgia 0.3% 
Uzbekistan 0.7% Kazakhstan 0.1% 
Other CIS countries 0.8% Other CIS countries 0.02% 
Asia 100% Asia 100% 
China 69.6% China 74.6% 
Thailand 9.3% Thailand 10.8% 
Viet Nam 6.0% Korea, Republic of 9.2% 
Malaysia 5.8% Indonesia 4.2% 
Korea, Republic of 3.8% Singapore 0.7% 
Other Asian countries 5.5% Other Asian countries 0.5% 
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EU: For the period of 2012-2017 both the production and consumption of car air conditioners in EU decreased by
the CAGR of 2.6% and 2.3% correspondingly. In 2017 the EU production value of car air conditioners equaled to
USD 2.3 billion, which exceeded the consumption value (USD 2.1 billion) by around USD 233million, which shows
that the local customer demand was fully met by the local production and even exceeded.

Japan: For the period of 2012-2016 both the production and consumption of car air conditioners (cooling system)
increased by 4.74% and 4.71% correspondingly. In 2016 the production value equaled to USD 5.59 billion, which
exceeded consumption (USD 5.58 billion) of the product by USD 10 million meeting and exceeding the local
demand. The production and consumption data for the year of 2017 was not available.

Russia (CIS): According to the Russian Federal State Statistics Service in 2017 18.7 thousands units of air
conditioners for cars were produced in 2017. Taking into account the average price (USD 1,200)3 and the it can be
estimated that in 2017 the Russian production value of car air conditioners equaled to USD 22.5 million, while the
consumption equaled to USD 61.9 million, consequently in 2017 there was a significant gap between the
production and consumption values in Russia.

Turkey: In 2015 the production and consumption values equaled to USD 153 million and 161 million relatively with
a gap of USD 8.7 million between consumption and production. The production and consumption data for the
years of 2016 and 2017 was not available.

In 2016 Turkey’s 
consumption value of 
car air conditioners 
exceeded the 
production value by 
around USD 8.7 million

In 2017 there was a 
significant gap (USD 39 
million) between the 
production and 
consumption values in 
Russia (CIS)

Regional production and consumption analysis – Air conditioners
Regional market analysis of the top selected subsectors of automotive parts industry

Notes:  
(1) The production and consumption data for China was not available
(2) No data on maximal production capacity was available
(3) https://germania.one/skolko-stoit-kondicioner-dlja-nebolshih-avtomobilej/
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In 2017 top exporters in 
the corresponding 
regions were Germany 
and Czech Republic 
(EU), Russian 
Federation (CIS), China 
and Thailand (Asia) 
accounting for 59%, 
79.9% and 72.2% of the 
total exports of the 
corresponding regions

Regional trade analysis – Pumps
Regional market analysis of the top selected subsectors of automotive parts industry

Source: ITC

Source: ITC
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For the period of 2012-2017 the CAGR of the import values in the 
regions/countries EU, East and South-East Asia, CIS, Japan and 
Turkey equaled 3.1%, (1.1%), (1%), 5.1% and 7.6% respectively, 
while the CAGRs of the export values in the same regions/countries 
correspondingly equaled 4.4%, 6.9%, (6%), 5.6% and 4.4%.
In 2017 the top exporters of the corresponding regions were Germany 
and Czech Republic together accounting for 59% of the EU’s export, 
Russian Federation, accounting for 79.9% of the CIS export, as well 
as, China and Thailand accounting for 72.2% of the total export of the 
Asian countries.

Source: ITC

Trade structure
Importing countries Share in the 

region, 2017 Exporting countries Share in the 
region, 2017

EU 100% EU 100% 
Germany 25.7% Germany 38.2% 
United Kingdom 13.8% Czech Republic 20.7% 
France 11.8% Italy 9.2% 
Hungary 7.1% Romania 7.0% 
Poland 6.5% France 5.3% 
Other EU countries 35.2% Other EU countries 19.5% 
CIS 100% CIS 100% 
Russian Federation 68.1% Russian Federation 79.9% 
Kazakhsn 10.4% Belarus 12.9% 
Belarus 7.8% Kazakhstan 3.0% 
Ukraine 6.7% Ukraine 2.5% 
Uzbekisn 2.3% Georgia 0.6% 
Other CIS countries 4.6% Other CIS countries 0.9% 
Asia 100% Asia 100% 
China 46.4% China 49.0% 
Korea, Republic of 17.5% Thailand 23.2% 
Indonesia 15.8% Korea, Republic of 21.3% 
Thailand 11.3% Indonesia 2.3% 
Malaysia 2.8% Singapore 2.2% 
Other Asian countries 6.2% Other Asian countries 2.0% 
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In 2017 there was a 
huge gap (USD 153 
million) between the 
production and 
consumption values in 
Russia (CIS)

Regional production and consumption analysis – Pumps
Regional market analysis of the top selected subsectors of automotive parts industry

Notes:  
(1) The production and consumption data for China was not available
(2) No data on maximal production capacity was available

EU: For the period of 2012-2017 the EU production of pumps increased by the CAGR of 0.05%, while the
consumption decreased by the CAGR of 7.8%. In 2017 the production and consumption of pumps equaled to
USD 3 billion and USD 1.3 billion correspondingly, consequently the EU production value of pumps exceeded the
consumption by around USD 1.8 billion. This shows that the local customer demand was fully met by the local
production and even exceeded.

Japan: For the period of 2012-2016 the production of pumps decreased by the CAGR of 2%, while the
consumption increased by the CAGR of 6.2% in Japan. In 2016 the production and consumption of pumps
equaled to USD 1.7 billion and USD 1.2 billion correspondingly, consequently the production exceeded
consumption by USD 534 million meeting and exceeding the local demand. The production and consumption data
for the year of 2017 was not available.

Russia (CIS): According to the Russian Federal State Statistics Service for the period of 2012-2017 the
production of pumps decreased by the CAGR of 7.3% and reached 138,596 units in 2017. Taking into account the
average export price (USD 31 in 2017) and the average weight of the pumps (1 kg) it can be estimated that in
2017 the Russian production value of pumps equaled to USD 4.3 million, while the consumption equaled to USD
153 million, consequently in 2017 there was a huge gap between the production and consumption values in
Russia.

Turkey: Due to the confidentiality issues the Turkish Statistical Institute does not report the updated figure of the
pumps production value. In 2015 the Turkish production of pumps equaled to USD 117 million, while the
consumption equaled to USD 286 million.
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In 2017 top exporters in 
the corresponding 
regions were Germany 
Czech Republic and 
France (EU), Russian 
Federation (CIS), China 
(Asia) accounting for 
51%, 70.3% and 62.3% 
of the total exports of 
the corresponding 
regions

Regional trade analysis – Lighting equipment
Regional market analysis of the top selected subsectors of automotive parts industry
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For the period of 2012-2017 the CAGR of the import values in the 
regions/countries EU, East and South-East Asia, CIS, Japan and 
Turkey equaled 10%, 11.2%, (0.5%), 7.2% and 8% respectively, while 
the CAGRs of the export values in the same regions/countries 
correspondingly equaled 8.3%, 8.4%, 1.1%, 7.7% and 9.6%.
In 2017 the top exporters of the corresponding regions were 
Germany, Czech Republic and France together accounting for 51% of 
the EU’s export, Russian Federation, accounting for 70.3% of the CIS 
export, as well as, China accounting for 62.3% of the total export of 
the Asian countries.

Source: ITC

Trade structure
Importing countries Share in the 

region, 2017 Exporting countries Share in the 
region, 2017

EU 100% EU 100%
Germany 41.0% Germany 24.0%
United Kingdom 10.2% Czech Republic 18.3%
France 9.2% France 8.6%
Spain 6.0% Slovakia 7.9%
Slovakia 4.8% Austria 7.2%
Other EU countries 28.8% Other EU countries 33.9%
CIS 100% CIS 100%
Russian Federation 90.1% Russian Federation 70.3%
Ukraine 2.7% Belarus 18.9%
Kazakhstan 2.2% Ukraine 6.9%
Belarus 1.8% Uzbekistan 1.8%
Uzbekistan 0.7% Kazakhstan 1.1%
Other CIS countries 2.4% Other CIS countries 1.1%
Asia 100% Asia 100%
China 62.7% China 62.3%
Thailand 10.9% Korea, Republic of 22.6%
Korea, Republic of 7.0% Thailand 10.1%
Malaysia 6.2% Viet Nam 1.6%
Indonesia 5.1% Malaysia 1.4%
Other Asian countries 8.1% Other Asian countries 2.0%
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In 2016 there was a 
huge gap (USD 276 
million) between the 
production and 
consumption values in 
Russia (CIS) 

Regional production and consumption analysis – Lighting equipment
Regional market analysis of the top selected subsectors of automotive parts industry

Note:  
(1) No data on maximal production capacity was available

EU: For the period of 2012-2017 the EU production of lighting equipment increased by the CAGR of 6.9%, while
the consumption increased by the CAGR of 9.3%. In 2017 the production and consumption of lighting equipment
equaled to USD 6.7 billion and USD 4.5 billion correspondingly, consequently the EU production value of lighting
equipment exceeded the consumption by around USD 1.8 billion. This shows that the local customer demand was
fully met by the local production and even exceeded.

Japan: For the period of 2012-2016 the production of lighting equipment decreased by the CAGR of 0.8%, while
the consumption increased by the CAGR of 0.1% in Japan. In 2016 the production and consumption of lighting
equipment equaled to USD 4.3 billion and USD 4.2 billion correspondingly, consequently the production exceeded
consumption by USD 92 million meeting and exceeding the local demand. The production and consumption data
for the year of 2017 was not available.

China (Asia): In 2017 the production of lighting equipment equaled to USD 8.3 billion, which was 8.9% higher
compared to the production in 2016, while the consumption of the product equaled to USD 7.5 billion in 2017
exceeding the same indicator in 2016 by 15.4%.

Russia (CIS): The Russian Federal State Statistics Service provides the combined production data of lighting
equipment and “electrical windscreen wipers, defrosters and demisters”, which equals to USD 142 million in 2016,
while the combined consumption equaled to USD 418 million for the same year. The production and consumption
data for the year of 2017 was not available.

Turkey: Due to the confidentiality issues the Turkish Statistical Institute does not report the updated figure of the
production value of the lighting equipment.
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In 2017 top exporters in 
the corresponding 
regions were Germany 
(EU), Russian 
Federation (CIS), China 
(Asia) accounting for 
20.8%, 70.5% and 80.4% 
of the total exports of 
the corresponding 
regions

Regional trade analysis – Radiators
Regional market analysis of the top selected subsectors of automotive parts industry

For the period of 2012-2017 the CAGR of the import values in the 
regions/countries EU, East and South-East Asia, CIS, Japan and 
Turkey equaled 4.9%, 3.7%, (5.5%), 4.9% and 4.8% respectively, 
while the CAGRs of the export values in the same regions/countries 
correspondingly equaled 1.1%, 4.1%, (4.3%), (4.4%) and 4.1%.
In 2017 the top exporters of the corresponding regions were Germany 
accounting for 20.8% of the EU’s export, Russian Federation, 
accounting for 70.5% of the CIS export, as well as China, accounting 
for 80.9% of the total export of the Asian countries.

Source: ITC

Source: ITC

Source: ITC

Trade structure
Importing countries Share in the 

region, 2017 Exporting countries Share in the 
region, 2017

EU 100% EU 100% 
Germany 29.9% Germany 20.8% 
Spain 7.3% Czech Republic 15.0% 
Italy 7.0% Poland 11.5% 
Poland 6.4% Spain 7.8% 
Czech Republic 6.3% Slovakia 7.4% 
Other EU countries 43.1% Other EU countries 37.4% 
CIS 100% CIS 100% 
Russian Federation 70.5% Russian Federation 42.3% 
Belarus 10.6% Kyrgyzstan 33.3% 
Ukraine 7.4% Belarus 19.9% 
Kazakhstan 6.8% Ukraine 3.8% 
Uzbekistan 0.9% Uzbekistan 0.3% 
Other CIS countries 3.8% Other CIS countries 0.50% 
Asia 100% Asia 100% 
China 56.5% China 80.9% 
Thailand 9.5% Indonesia 5.8% 
Indonesia 9.0% Korea, Republic of 5.3% 
Hong Kong, China 6.3% Thailand 5.1% 
Viet Nam 5.8% Philippines 1.4% 
Other Asian countries 12.9% Other Asian countries 1.5% 
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EU: For the period of 2012-2017 the EU production of radiators decreased by the CAGR of 0.8%, while the
consumption increased by the CAGR of 1.7%. In 2017 the EU production value of radiators equaled to USD 3.3
billion, which exceeds the consumption value (USD 2.6 billion) by around USD 645 million, which shows that the
local customer demand was fully met by the local production and even exceeded.

Japan: For the period of 2012-2016 both the production and consumption of radiators decreased by 7.7% and
6.9% correspondingly. In 2016 the production value equaled to USD 1.1 billion, which exceeded consumption
(USD 1 billion ) of the product by USD 77 million meeting and exceeding the local demand. The production and
consumption data for the year of 2017 was not available.

Turkey: For the period of 2012-2016 both the production and consumption of radiators increased by the CAGRs
equaling to 10.9% and 9.2% correspondingly. In 2016 the production and consumption values equaled to USD 158
million and 275 million relatively with a gap of USD 117 million between consumption and production. The
production and consumption data for the year of 2017 was not available.

In 2016 Turkey’s 
consumption value of 
radiators exceeded the 
production value by 
around USD 117 million

Regional production and consumption analysis – Radiators
Regional market analysis of the top selected subsectors of automotive parts industry

Notes:  
(1) The production and consumption data for China and Russia was not available
(2) No data on maximal production capacity was available
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In 2017 top exporters in 
the corresponding 
regions were Germany 
(EU), Russian 
Federation (CIS), China 
(Asia) accounting for 
39.2%, 75.4% and 43.3% 
of the total exports of 
the corresponding 
regions

Regional trade analysis – Bumpers
Regional market analysis of the top selected subsectors of automotive parts industry

For the period of 2012-2017 the CAGR of the import values in the 
regions/countries EU, East and South-East Asia, CIS, Japan and 
Turkey equaled to 9.1%, 0.6%, (9.6%), 10% and 4.3% respectively, 
while the CAGRs of the export values in the same regions/countries 
correspondingly equaled to 5%, 0.5%, 16.5%, (2.1%) and 10.9%.
In 2017 the top exporters of the corresponding regions were Germany 
accounting for 39.2% of the EU’s export, Russian Federation, 
accounting for 75.4% of the CIS export, as well as China, accounting 
for 43.3% of the total export of the Asian countries.

Source: ITC

Source: ITC

Source: ITC
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Trade structure
Importing countries Share in the 

region, 2017 Exporting countries Share in the 
region, 2017

EU 100% EU 100% 
Germany 18.6% Germany 39.2% 
Spain 13.4% Czech Republic 8.9% 
United Kingdom 10.2% Spain 8.7% 
France 9.1% France 6.7% 
Belgium 5.9% United Kingdom 6.2% 
Other EU countries 42.8% Other EU countries 30.3% 
CIS 100% CIS 100% 
Russian Federation 89.1% Russian Federation 75.4% 
Kazakhstan 3.1% Belarus 12.8% 
Ukraine 2.7% Kazakhstan 3.6% 
Belarus 2.0% Uzbekistan 3.4% 
Georgia 0.6% Tajikistan 1.8% 
Other CIS countries 2.4% Other CIS countries 2.9% 
Asia 100% Asia 100% 
China 35.7% China 43.3% 
Malaysia 14.9% Singapore 19.5% 
Singapore 14.7% Thailand 18.9% 
Korea, Republic of 10.0% Korea, Republic of 6.5% 
Thailand 6.4% Malaysia 6.2% 
Other Asian countries 18.3% Other Asian countries 5.7% 
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EU: For the period of 2012-2017 the EU production of bumpers increased by the CAGR of 5.9%, while the
consumption increased by the CAGR of 5.7%. In 2017 the EU production value of bumper equaled to USD 6
billion, which exceeded the consumption value (USD 5.7 billion) by around USD 314 million, which shows that the
local customer demand was fully met by the local production and even exceeded.

Japan: In 2016 the production value equaled to USD 465 million, which exceeded consumption (USD 193 million)
of the product by USD 272 million meeting and exceeding the local demand. The production and consumption data
for the year of 2017 was not available.

Turkey: For the period of 2012-2016 both the production and consumption of bumpers decreased by the CAGRs
equaling to 1.9% and 4% correspondingly. In 2016 the production and consumption values equaled to USD 100
million and 123 million relatively with a gap of USD 23 million between consumption and production. The
production and consumption data for the year of 2017 was not available.

In 2016 Turkey’s 
consumption value of 
bumpers exceeded the 
production value by 
around USD 23 million

Regional production and consumption analysis – Bumpers
Regional market analysis of the top selected subsectors of automotive parts industry

Notes:  
(1) The production and consumption data for China and Russia was not available
(2) No data on maximal production capacity was available
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In 2017 top exporters in 
the corresponding 
regions were Germany 
and Hungary (EU), 
Belarus (CIS), China 
(Asia) accounting for 
55.4%, 60.3% and 66.8% 
of the total exports of 
the corresponding 
regions

Regional trade analysis – Mirrors
Regional market analysis of the top selected subsectors of automotive parts industry

Source: ITC
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For the period of 2012-2017 the CAGR of the import values in the 
regions/countries EU, East and South-East Asia, CIS, Japan and 
Turkey equaled 9.5%, 6.5%, (0.7%), 10.7% and 3.9% respectively, 
while the CAGRs of the export values in the same regions/countries 
correspondingly equaled 4.8%, 4%, (8.9%), 2.1% and 9.9%.
In 2017 the top exporters of the corresponding regions were Germany 
and Hungary together accounting for 55.4% of the EU’s export, 
Belarus, accounting for 60.3% of the CIS export, as well as, China 
accounting for 66.8% of the total export of the Asian countries.

Source: ITC

Trade structure
Importing countries Share in the 

region, 2017 Exporting countries Share in the 
region, 2017

EU 100% EU 100% 
Germany 48.1% Germany 37.4% 
United Kingdom 7.8% Hungary 18.0% 
Spain 6.1% Spain 11.7% 
France 5.2% France 6.7% 
Czech Republic 4.7% United Kingdom 5.6% 
Other EU countries 28.1% Other EU countries 20.7% 
CIS 100% CIS 100% 
Russian Federation 92.6% Belarus 60.3% 
Ukraine 2.4% Russian Federation 36.4% 
Kazakhstan 1.5% Ukraine 1.7% 
Uzbekistan 1.3% Kazakhstan 0.8% 
Belarus 0.8% Georgia 0.4% 
Other CIS countries 1.4% Other CIS countries 0.4% 
Asia 100% Asia 100% 
China 58.7% China 66.8% 
Korea, Republic of 15.6% Korea, Republic of 18.8% 
Thailand 8.1% Thailand 12.2% 
Indonesia 5.3% Indonesia 0.8% 
Viet Nam 4.6% Hong Kong, China 0.7% 
Other Asian countries 7.7% Other Asian countries 0.8% 

Source: ITC
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In 2016 the EU 
consumption value of 
mirrors exceeded the 
production value by 
around USD 877 million, 
while the gap between 
consumption and 
production in Japan and 
Russia (CIS) equaled to 
USD 219 million and 
USD 54 million 
correspondingly

China accounts for 28% 
of global automotive rear-
view mirror demand, with 
its OEM demand 
predicted to surpass 90 
million pieces in 2020.*

Regional production and consumption analysis – Mirrors
Regional market analysis of the top selected subsectors of automotive parts industry

*Sources: ResearchInChina: 
Global and China Automotive 
Rearview Mirror Industry Report

Notes:  
(1) The production and consumption data for China was not available
(2) No data on maximal production capacity was available

EU: For the period of 2012-2017 the EU production of mirrors increased by the CAGR of 3.3%, while the
consumption increased by the CAGR of 10.6%. In 2017 the EU consumption value of mirrors equaled to USD 1.7
billion, which exceeded the production value (USD 858 million) by around USD 877 million, which shows that
there is a gap between the local production and consumption.

Japan: For the period of 2012-2016 both the production and consumption of mirrors decreased by 3.8% and 1.1%
correspondingly. In 2016 the consumption of mirrors equaled to USD 1.2 billion, which exceeded production of
mirrors (USD 959 million) by USD 219 million. The production and consumption data for the year of 2017 was not
available.

Russia (CIS): In 2016 the Russian production and consumption values of mirrors equaled to USD 8.8 million and
USD 63 million correspondingly. Consequently, in 2016 there was a gap between the consumption and production
of mirrors equaling to USD 54 million. The production and consumption data for the year of 2017 was not
available.

Turkey: Due to the confidentiality issues the Turkish Statistical Institute does not report the updated figure of the
mirrors production value. In 2014 the Turkish production of mirrors equaled to USD 90 million, while the
consumption equaled to USD 110 million.
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In 2017 top exporters in 
the corresponding 
regions were Germany, 
Portugal and Italy (EU), 
Russian Federation 
(CIS), China (Asia) 
accounting for 60.3%, 
91.7% and 76% of the 
total exports of the 
corresponding regions

Regional trade analysis – Ignition coils
Regional market analysis of the top selected subsectors of automotive parts industry

For the period of 2012-2017 the CAGR of the import values in the 
regions/countries EU, East and South-East Asia, CIS, Japan and 
Turkey equaled 5.3%, (6.2)%, 1.6, (5.7%) and 10.4% respectively, 
while the CAGRs of the export values in the same regions/countries 
correspondingly equaled 2.6%, 2.9%, (12.1%), (6.1%) and 16.3%.
In 2017 the top exporters of the corresponding regions were 
Germany, Portugal and Italy together accounting for 60.3% of the 
EU’s export, Russian Federation, accounting for 91.7% of the CIS 
export, as well as, China accounting for 76% of the total export of the 
Asian countries.

Source: ITC

Source: ITC

Source: ITC

Trade structure

Importing countries Share in the 
region, 2017 Exporting countries Share in the 

region, 2017
EU 100% EU 100% 
Germany 28.3% Germany 33.1% 
United Kingdom 13.5% Portugal 14.3% 
Italy 10.3% Italy 12.9% 
Hungary 8.6% Poland 7.6% 
Belgium 7.8% France 5.4% 
Other EU countries 31.6% Other EU countries 26.8% 
CIS 100% CIS 100% 
Russian Federation 67.8% Russian Federation 91.7% 
Ukraine 8.6% Belarus 3.2% 
Uzbekistan 8.0% Ukraine 2.6% 
Kazakhstan 5.8% Georgia 1.1% 
Belarus 5.0% Kazakhstan 1.0% 
Other CIS countries 4.9% Other CIS countries 0.3% 
Asia 100% Asia 100% 
China 52.3% China 76.0% 
Thailand 11.8% Korea, Republic of 9.8% 
Indonesia 11.4% Thailand 6.2% 
Malaysia 9.0% Indonesia 2.8% 
Korea, Republic of 7.1% Philippines 1.8% 
Other Asian countries 8.4% Other Asian countries 3.4% 
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EU: For the period of 2012-2017 the EU production of ignition coils increased by the CAGR of 3.4%, while the
consumption increased by the CAGR of 6.9%. In 2017 the EU consumption value of ignition coils equaled to USD
582 million, which exceeded the production value (USD 497 million) by around USD 85 million. This shows that
there is a gap between the local production and consumption.

Japan: For the period of 2012-2016 both the production and consumption of ignition coils decreased by 4.8% and
3.9% correspondingly. In 2016 the production of ignition coils equaled USD 915 million, which exceeded
consumption of ignition coils (USD 730 million) by USD 184 million meeting and exceeding the local demand of the
product. The production and consumption data for the year of 2017 was not available.

Russia (CIS): The Russian Federal State Statistics Service provides the combined production data of Electrical
ignition or starting equipment of a kind used for spark-ignition or compression-ignition internal combustion engines.
For the period of 2012-2016 both the production and consumption of the product decreased by 10.8% and 10.2%
correspondingly. In 2016 the production and consumption of the product equaled to USD 103 million and USD 348
million respectively with the consumption exceeding the production by USD 245 million. The production and
consumption data for the year of 2017 was not available.

Turkey: Due to the confidentiality issues the Turkish Statistical Institute does not report the updated figure of the
production value of the ignition coils. According to the Turkish Statistical Institute in 2016 there are only 3
companies producing ignition coils in Turkey.

In 2017 the EU 
consumption value of 
ignition coils exceeded 
the production value by 
around USD 85 million, 
while the gap between 
consumption and 
production in Russia 
(CIS) equaled to USD 
245 million

Regional production and consumption analysis – Ignition coils
Regional market analysis of the top selected subsectors of automotive parts industry

Notes:  
(1) The production and consumption data for China was not available
(2) No data on maximal production capacity was available
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In 2017 top exporters in 
the corresponding 
regions were Germany, 
Netherlands and Poland 
(EU), Russian 
Federation (CIS), China 
(Asia) accounting for 
44.8%, 74.8% and 53.1% 
of the total exports of 
the corresponding 
regions

Regional trade analysis – Electrical vehicle batteries
Regional market analysis of the top selected subsectors of automotive parts industry

Source: ITC

Source: ITC
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For the period of 2012-2017 the CAGR of the import values in the 
regions/countries EU, East and South-East Asia, CIS, Japan and 
Turkey equaled 12.1%, 2.2%, (0.7%), 3.7% and 11% respectively, 
while the CAGRs of the export values in the same regions/countries 
correspondingly equaled 8.4%, 8.2%, 10.4%, 2.4% and 12.9%.
In 2017 the top exporters of the corresponding regions were 
Germany, Netherlands and Poland together accounting for 44.8% of 
the EU’s export, Russian Federation accounting for 74.8% of the CIS 
export, as well as, China accounting for 53.1% of the total export of 
the Asian countries.

Source: ITC

Trade structure
Importing countries Share in the 

region, 2017 Exporting countries Share in the 
region, 2017

EU 100% EU 100% 
Germany 31.3% Germany 27.4% 
Netherlands 11.6% Netherlands 9.4% 
France 10.6% Poland 8.0% 
United Kingdom 8.3% France 7.9% 
Italy 5.3% United Kingdom 6.7% 
Other EU countries 32.9% Other EU countries 40.6% 
CIS 100% CIS 100% 
Russian Federation 67.8% Russian Federation 74.8% 
Ukraine 9.1% Belarus 10.8% 
Belarus 7.7% Ukraine 10.2% 
Kazakhstan 7.1% Kazakhstan 3.2% 
Uzbekistan 2.1% Georgia 0.4% 
Other CIS countries 6.2% Other CIS countries 0.6% 
Asia 100% Asia 100% 
China 38.4% China 53.1% 
Hong Kong, China 23.7% Korea, Republic of 20.1% 
Viet Nam 12.6% Hong Kong, China 12.4% 
Korea, Republic of 8.5% Malaysia 4.7% 
Singapore 5.3% Viet Nam 4.6% 
Other Asian countries 11.6% Other Asian countries 5.1% 
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In 2017 the EU’s 
consumption value of 
the product exceeded 
the production value by 
around USD 1.3 billion

In 2016 Turkey’s 
consumption value of 
the product exceeded 
the production value by 
around USD 193 million

Regional trade analysis – Electrical vehicle batteries
Regional market analysis of the top selected subsectors of automotive parts industry

EU: For the period of 2012-2017 the EU production of electric batteries other than lead-acid starter batteries
increased by the CAGR of 5%, while the consumption increased by the CAGR of 8.8%. In 2017 the EU
consumption value of electric batteries other than lead-acid starter batteries equaled USD 5.2 billion, which
exceeded the production value (USD 3.8 billion) by around USD 1.3 billion.

Japan: For the period of 2012-2017 both the production and consumption of batteries decreased by 2.5% and
5.8% correspondingly. In 2017 the production value equaled USD 6.7 billion, which exceeded the consumption
(USD 3.5 billion) of the product by USD 3.2 billion meeting and exceeding the local demand.

Russia1: For the period of 2012-2016 the production of lead-acid batteries increased by the CAGR of 8.5%
equaling to 8.4 million units. The production and consumption data for the year of 2017 was not available.

Turkey: For the period of 2012-2016 the production of batteries other than lead-acid starter batteries in Turkey
decreased by the CAGR of 7.2%, while the consumption of the product increased by the CAGR of 0.1%. In 2016
the production and consumption values of the product equaled to USD 67.9 million and USD 261 million
correspondingly providing a gap between the consumption and production of USD 193 million. The production and
consumption data for the year of 2017 was not available.

Notes: 
(1) Only the data on lead acid starter batteries was available for Russia 
(2) The production and consumption data for China was not available
(3) No data on maximal production capacity was available
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In 2017 the top 
exporters in the 
corresponding regions 
were Germany, Italy and 
France (EU), Russian 
Federation (CIS) and 
China (Asia) accounting 
for the 48.3%, 52% and 
43.9% of the total 
exports of the 
corresponding regions

Regional trade analysis – Interior parts*
Regional market analysis of the top selected subsectors of automotive parts industry

Source: ITC

Source: ITC

Source: ITC

*Note: (1) Statistics of the trade value of the interior parts are not reported separately. Regional trade value include 
all articles under the HS codes 870899, 392690 and 392113

For the period of 2012-2017 the CAGR of the import values in the 
regions/countries EU, East and South-East Asia, CIS, Japan and 
Turkey equaled to 2.2%, 1.2%, (2.8%), 1.6% and 2.7% respectively, 
while the CAGRs of the export values in the same regions/countries 
correspondingly equaled to 1.5%, (1.5%), (0.5%), (8.4%) and 6.1%.
In 2017 the top exporters of the corresponding regions were Germany, 
Italy and France together accounting for 48.3% of the EU’s export, 
Russian Federation, accounting for 52% of the CIS export, as well as, 
China accounting for 43.9% of the total export of the Asian countries.

Trade structure
Importing countries Share in the 

region, 2017 Exporting countries Share in the 
region, 2017

EU 100% EU 100% 
Germany 17.4% Germany 25.5% 
Spain 14.9% Italy 12.5% 
France 10.4% France 10.2% 
United Kingdom 8.5% Spain 9.2% 
Italy 6.8% Czech Republic 5.4% 
Other EU countries 42.0% Other EU countries 37.1% 
CIS 100% CIS 100% 
Russian Federation 62.8% Russian Federation 52.0% 
Uzbekistan 13.7% Belarus 31.9% 
Ukraine 6.0% Ukraine 7.7% 
Kazakhstan 5.4% Kazakhstan 4.4% 
Belarus 5.0% Kyrgyzstan 2.7% 
Other CIS countries 7.1% Other CIS countries 1.25% 
Asia 100% Asia 100% 
China 32.3% China 43.9% 
Thailand 15.3% Republic of Korea 28.8% 
Korea, Republic of 10.0% Thailand 9.8% 
Singapore 9.7% Singapore 5.9% 
Viet Nam 8.0% Hong Kong, China 4.8% 
Other Asian countries 24.8% Other Asian countries 6.8% 
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EU: For the period of 2012-2017 the EU production and consumption of other automotive parts including interior
parts (also include articles of plastic)3 increased by the CAGR of 0.5% and 0.6% correspondingly. In 2017 the EU
production value of automotive parts including interior parts equaled to USD 74 billion, which exceeded the
consumption value (USD 68 billion) by around USD 6 billion, which shows that the local customer demand was
fully met by the local production and even exceeded.

Japan: For the period of 2012-2016 the production of interior parts decreased by the CAGR of 5.8% and equaled
to USD 4.7 billion.

Turkey: For the period of 2012-2016 both the production and consumption of other automotive parts including
interior parts increased by the CAGRs equaling to 4.6% and 2.8% correspondingly. In 2017 Turkey production
value of automotive parts including interior parts equaled to USD 4.2 billion, which exceeded the consumption
value (USD 3.7 billion) by around USD 0.4 billion, which shows that the local customer demand was fully met by
the local production and even exceeded. The production and consumption data for the year of 2017 was not
available.

In 2017 Turkey 
production value of 
automotive parts 
including interior parts 
equaled to USD 4.2 
billion, which exceeded 
the consumption value 
(USD 3.7 billion) by 
around USD 0.4 billion

Regional production and consumption analysis – Interior parts
Regional market analysis of the top selected subsectors of automotive parts industry

Notes:  
(1) The production and consumption data for China and Russia was not available
(2) No data on maximal production capacity was available
(3) Value of other automotive parts including interior parts include all articles under the HS codes 870899, 392690 and 392113



108© 2018 KPMG Georgia LLC, a company incorporated under the Laws of Georgia; a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative 
(“KPMG International”), a Swiss entity. All rights reserved.

1,930 

209 
5 51 

185 

-

500

1,000

1,500

2,000

2,500

EU East and
South-East

Asia

CIS Japan Turkey

M
illi

on
 U

SD

Export value, 2017

In 2017 top exporters in 
the corresponding 
regions were Czech 
Republic (EU), Russian 
Federation (CIS), China 
(Asia) accounting for 
33.2%, 63.6% and 54.3% 
of the total exports of 
the corresponding 
regions

Regional trade analysis – Seats for motor vehicles
Regional market analysis of the top selected subsectors of automotive parts industry

For the period of 2012-2017 the CAGR of the import values in the 
regions/countries EU, East and South-East Asia, CIS, Japan and 
Turkey equaled (1.3%), 6.1%, (11.4%), (5.9%) and 0.7% respectively, 
while the CAGRs of the export values in the same regions/countries 
correspondingly equaled 4.5%, (0.6%), (6.7%), 9.8% and 8.9%.
In 2017 the top exporters of the corresponding regions were Czech 
Republic accounting for 33.2% of the EU’s export, Russian Federation 
accounting for 63.6% of the CIS export, as well as, China accounting 
for 54.3% of the total export of the Asian countries.

Source: ITC

Source: ITC

Source: ITC
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Import value, 2017 Trade structure
Importing countries Share in the 

region, 2017 Exporting countries Share in the 
region, 2017

EU 100% EU 100% 
Germany 18.6% Czech Republic 33.2% 
Belgium 12.0% Germany 17.9% 
France 11.0% Poland 12.5% 
Finland 10.1% Netherlands 5.0% 
United Kingdom 7.0% Italy 4.6% 
Other EU countries 41.3% Other EU countries 26.8% 
CIS 100% CIS 100% 
Russian Federation 93.6% Russian Federation 63.6% 
Belarus 3.4% Belarus 34.9% 
Ukraine 1.1% Ukraine 1.2% 
Uzbekistan 0.9% Kazakhstan 0.2% 
Kazakhstan 0.5% Georgia 0.1% 
Other CIS countries 0.5% Other CIS countries 0.02% 
Asia 100% Asia 100% 
China 51.2% China 54.3% 
Thailand 11.5% Thailand 14.2% 
Viet Nam 11.2% Philippines 14.2% 
Malaysia 8.2% Malaysia 6.1% 
Korea, Republic of 5.3% Indonesia 5.3% 
Other Asian countries 12.6% Other Asian countries 5.9% 
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The local demand was 
met and exceeded in 
EU, Japan, China and 
Turkey

In 2017 Russia`s 
consumption value of 
seats for motor vehicles 
exceeded the 
production value by 
around USD 161 million

Regional production and consumption analysis – Seats for motor 
vehicles

Regional market analysis of the top selected subsectors of automotive parts industry

EU: For the period of 2012-2017 both the production and consumption of seats for motor vehicles in EU increased by the
CAGR of 3.6% and 3.1% correspondingly. In 2017 the EU production value of seats for motor vehicles equaled to USD 19
billion, which exceeded the consumption value (USD 18 billion) by around USD 739 million, which shows that the local
customer demand was fully met by the local production and even exceeded.

Japan: For the period of 2012-2016 both the production and consumption of seats for motor vehicles decreased by 3.6% and
3.7% correspondingly. In 2016 the production value equaled USD 8 billion , which meets local the consumption (around USD
8 billion).

China (Asia): In 2017 both the production and consumption of seats for motor vehicles was estimated to be around USD 18
billion, which shows that the local customer demand was met by local production.

Russia (CIS): In 2017 the production and consumption of seats for motor vehicles equaled to USD 374 million and USD 535
million relatively with a gap of USD 161 million between consumption and production.

Turkey: For the period of 2012-2016 the production and consumption of seats for motor vehicles in Turkey increased by the
CAGR of 9.6 and 9.3% correspondingly. In 2016 the production and consumption values of the product equaled to USD 1.1
billion and USD 1 billion correspondingly with the production exceeding consumption by USD 167 million. Production and
consumption data for the year of 2017 was not available.

Notes:  
(1) No data on maximal production capacity was available
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The barriers to trade that exist in Germany are similar to the barriers that 
auto parts manufacturers face throughout Europe. Though import tariffs 
on auto parts from third countries are quite low (1.7%-4%), regulatory 
standards issues such as lack of harmonization, convergence and 
transparency are one of the trade-restricting non-tariff barriers for exports 
of both vehicles and parts into the EU. Due to Germany’s position as a 
leading automotive technology provider and its sophisticated market 
structure, it is quite difficult for foreign new-to-market manufacturers and 
products to enter Germany’s market. Distributors and agents are very 
reluctant to take on new products and brands, unless the product has 
unique selling proposition and the foreign manufacturer shows 
commitment to invest in product development in Germany. A wide range of 
market opportunities, however, exist for technological innovations in the 
industry.  
For the registration, sale and entry into service of vehicles and vehicle 
parts the type approval is a prerequisite in Germany. Type approval is 
granted and monitored by the German Federal Motor Transport Authority 
and is generally obtained under three different regulatory frameworks: 
— the United Nations Economic Commission for Europe (UNECE);
— the EU type approval framework; and  
— the German type approval framework. 
The UNECE framework is based on an international agreement dated 20 
March 1958 on the subject of the adoption of uniform technical 
prescriptions for wheeled vehicles, equipment and parts that can be fitted 
or used on wheeled vehicles and the conditions for reciprocal recognition 
of approvals granted based on these prescriptions. 

Currently, the UNECE type approval framework and the EU type approval 
framework are being harmonized, but the process is ongoing and not yet 
finalized. Within the EU, type approval regulations are harmonized and 
mutually recognized under the EU type approval framework. The German 
type approval framework is only applicable if no EU harmonization is in 
place. Hence, in practice, the most relevant regulatory framework in 
Germany is the EU type approval framework. Manufacturers are generally 
responsible for ensuring compliance with the type approval process and 
conformity of production of vehicles and their parts, whether or not the 
manufacturer is directly involved in all stages of construction. 
The competent market surveillance and product safety authority for 
motor vehicles and motor vehicle parts is the German Federal Motor 
Transport Authority (KBA). Many environmental regulations are 
harmonized on an EU level, but enforcement of such EU environmental 
regulations is generally done on a national level. 
Under the Kyoto Protocol within the EU ‘burden sharing’ policy, for 
complying with the commitment to reduce the EU’s GHG emissions by 
20% by 2020 compared to the 1990 level, Germany has committed to 
cutting its GHG emissions by 40% by 2020 and by 80% by 2050.  Though 
private individuals and enterprises are not directly bound by these 
emission reduction commitments, they have to comply with limitations or 
reduction obligations under German national legislation implementing the 
international and EU commitments.

Sources: (1) Getting the Deal Through - Automotive, Germany, 2017
(2) Getting the Deal Through - Climate Regulation, Germany, 2017
(3) European Commission, EU Tariffs
(4) International Trade Organization – Top Markets Report, Automotive Parts, 2016 

Overview of legislation, regulations and environmental protection 
issues – Germany*

Regional market analysis of the top selected subsectors of automotive parts industry

Note: * Germany is selected as the market with the most developed industry in the EU
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Overview of support mechanisms and special incentives – Germany*
Overview of legislation, regulations and environmental protection issues that could have an impact on trade and production

The German government encourages foreign investment by offering 
numerous incentives to foreign investors, ranging from cash to labor-
related and R&D incentives. 
Favorable tax system
— Germany’s company taxation system is one of the most competitive 

tax systems of the leading industrial countries. The average tax burden 
on companies across the country is about 30%, with some local 
municipalities offering significantly lower rates (under 23%) due to a 
locally variable rate of trade tax.  

— In accordance to the EU law, Germany allows free movement of 
capital and generally treats foreign investors the same as their 
domestic counterparts. 

— No special government approval is needed for foreign companies to be 
able to invest in German property or acquire German enterprises. 
When obtaining licenses/building permits or applying for investment 
incentives, foreign investments are subject to the same conditions as 
German investors.

Incentives for investments and R&D
— Many federal, regional and EU programs exist to promote investments 

in Germany in the form of direct subsidies as non-repayable cash 
grants, reduced-interest loans, public guarantees or silent 
participations.

— Tax incentives are very limited and are mainly in the form of pre-
investment and investment allowances to start-ups and SMEs. 

— A partial reduction from energy taxes are often applied to 
manufacturing businesses. 

— Cash incentives in the form of grants are provided to investors to 
reduce costs for the set-up of production facilities. 

— Local authorities may provide cheap land and offer favorable terms for 
industrial facilities. 

— Research and development (R&D) is considered to be one of the most 
important areas for the development of the German economy. In line 
with Germany’s commitment to spend around three percent of national 
GDP per year on R&D activities, numerous forms of financial support 
are available specifically for R&D projects. The EU, the German 
government and the individual German states finance these programs 
by allocating R&D grants, interest-reduced loans, and special 
partnership programs. 

Incentives for automotive parts Industry 
— In Germany, there are no special incentives for investment in the 

automotive market. 
— Germany provides incentives for the purchase and use of electric 

vehicles through the payment of individual purchase premiums 
(referred to as environmental bonus) and the granting of individual tax 
advantages under the German Motor Vehicle Tax Act. This serves as 
an indirect incentive for the development of automotive parts industry. 

— Also, policies on emission limits provide incentives for vehicle 
manufacturers to produce new models that emit less carbon dioxide. 
Purely electric vehicles are exempt from motor vehicle tax for five 
years after initial registration (10 years if the vehicle was initially 
registered before 1 January 2016); subsequently the tax is reduced by 
50%.

Source: (1) Getting the Deal Through - Automotive, Germany, 2017
(2) German Trade and Investment (GTAI), Investment Guide 
(3) KPMG – Investment in Germany, 2016
(4) Deloitte - Taxation and Investment in Germany, 2017Note: * Germany is selected as the market with the most developed industry in the EU
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There are no significant barriers to enter the Russian auto part market 
assuming all the legal and technical formalities are fulfilled. Import tariffs
on auto parts are quite low, ranging from 0% to 5%. However, there are 
certain non-tariff barriers, impeding the importation of foreign good to 
Russia. For instance, the system of standardization remains extremely 
complex due to its lack of clarity and transparency. Also, in recent years, 
Russia conducts policies of protectionism and import substitution. As a 
response to sanctions imposed against Russia by the West and decreased 
consumer demand in recent years, a number of different programs aimed 
at supporting local manufacturers of automobiles and auto parts has been 
implemented in Russia at federal and regional levels. Given the current 
geopolitical situation, there is a clear intention to further implement the 
import substitution policy, which will definitely affect the automotive market. 
In Russia, manufacturing and distribution of auto parts is generally not 
subject to state licensing. However, auto parts, just like automobiles, 
should comply with a number of quality and safety requirements in 
accordance with the technical regulations, stipulated in the Technical 
Regulation ‘On the Safety of Wheeled Vehicles’ (9 December 2011). Only 
accredited testing laboratories included in the Unified Register of 
Certification Bodies and Testing Laboratories are allowed to approve the 
compliance of automobile parts with those safety requirements. The 
Regulation is enacted in the territory of EAEU, whose member states are 
Armenia, Belarus, Kazakhstan, Kyrgyzstan and Russia. Both auto part 
manufacturers and importers should obtain a document certifying the 
conformity of its manufactured auto parts with the requirements of 
Technical Regulation. After auto parts are imported to Russia, they are 
further distributed in a similar manner as local products.

To protect the environment, manufacturers and importers of goods are 
also subject to payment of an environmental fee.  The right to emit 
hazardous substances into the atmosphere requires a permit issued by 
federal or regional authorities, depending on whether the relevant source 
of pollution is subject to regional or federal environmental control. These 
air pollution permits establish the maximum permissible emission levels 
of the applicable hazardous substances. In certain cases company may 
operate under a permit that temporarily allows it to emit more than 
permissible emission levels for a certain period of time.

Overview of legislation, regulations and environmental protection 
issues – Russia*

Regional market analysis of the top selected subsectors of automotive parts industry

Sources: (1) Getting the Deal Through - Automotive, Russia, 2017
(2) Eurasian Economic Commission, the Common Customs TariffNote: * Russia is selected as the largest market in the CIS
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The government incentive programs and support mechanisms are aimed 
to tighten the relationships with global companies operating in Russia. The 
main incentives for the trade and production are summarized below;
Regional incentives
The federal legislation grants the regional authorities wide opportunities to 
provide a series of tax incentives in the corresponding region.
— Profit tax:  Regional authorities have the right to reduce the regional 

allocation of profit tax from 18% to 13.5% (consequently the minimum 
of the overall tax rate will be equal to 15.5%, which also includes the 
2% owed to the federal government),

— Property tax: Regional authorities have the right to provide a reduced 
rate or exemption from property tax chargeable at the maximum rate of 
2.2% of the cadastral or residual value of fixed assets (depending on 
the regional legislation)

Depending on the region other incentives may be provided by the regional 
authorities, such as land tax incentives, loans at the subsidized interest 
rates, etc.. 
Special Economic Zones
According to the Ministry of Economic Development of the Russian 
Federation, there are 25 SEZs in the Russian Federation, including 9 
Industrial productions SEZs. The SEZ residents in Russia have a number 
of tax, customs, infrastructural and administrative privileges.
— Tax Exemptions: Tax exemptions include privileges of accelerated 

depreciation and accelerated deduction of R&D expenditure, as well 
as, other federal and regional tax privileges. The industrial production 
SEZ tax privileges include but are not limited to;

— Profit tax paid to the regional budget – 0-13.5% for up to 49 years 
(applicable tax rate in the RF is 17%)

— Property tax – 0% for up to 10 years (applicable tax rate in the RF is 
2.2%)

— Land tax – 0% for up to 5 years (applicable tax rate in the RF is 1.5%)
— RF pension fund – 8-20% for 2017-20191 (applicable tax rate in the 

RF is 22%)
— Social insurance fund – 2-2.9% for 2017-20191 (applicable tax rate in 

the RF is 2.9%)
— Federal mandatory health insurance fund – 4-5.1% for 2017-20191 

(applicable tax rate in the RF is 5.1%)
A competitive advantage of a SEZ for investors is a reduction in initial 
expenditure up to 30% on capital investment, ensured by tax exemptions, 
customs and social preferences as well as construction of general 
engineering and transport infrastructure financed from the federal and 
regional budgets.
— Customs Privileges: Exempted customs tariffs on import of 

machinery, equipment, raw materials in the SEZ territory,
— Ready-To-Use Infrastructure: The infrastructural privileges include 

provision of engineering infrastructure, industrial infrastructure, 
customs infrastructure and innovation infrastructure

Overview of support mechanisms and special incentives – Russia* 
(1/3)

Regional market analysis of the top selected subsectors of automotive parts industry

Note (1): Applied for an Industrial Production SEZ residents who signed a contract with the 
SEZ Management company concerning technology innovative activity 
Sources: (1) Doing Business in Russia, 2017, KPMG, (2) Special investment contract as a 
new instrument for investors support, (3) Doing Business in Russia, 2017, Deloitte, (4) 
EuromonitorNote: * Russia is selected as the largest market in the CIS
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— Favorable Administrative Procedures: The administrative privileges 
include provision of a complex of public services in one place (system 
of “one-window”) and the right to the land buyout, as well as, 
guaranteed sound investment climate

SEZs are established in the areas of automobile production, where 
different types of incentives are provided to the manufacturers, as well as, 
public financing of the infrastructure construction is provided. For example, 
SEZs are established in Vladivostok in the territory of the Sollers plant 
and in Tolyatti in the territory of industrial alliance AvtoVAZ-Renault-
Nissan. The terms of benefits are usually specified at the regional level. 
The SEZ Alabuga specifically targets the foreign automotive components 
producers. Most of the registered residents of Alabuga represent full circle 
car manufacturers and producers of automobile components, polymer 
processers, and producers of construction materials.
An alternative to SEZs are the Industrial Zones, which are created 
through zoning decisions and infrastructure investments by the local 
authorities, consequently have far more buy-in from the local authorities. 
The Kaluga region has a huge experience in offering industrial parks. 
Currently 97 investment projects are being implemented in the territory of 
industrial parks by such global companies as Volkswagen, Volvo, 
Continental, Fuyao Glass, Peugeot-Citroen-Mitsubishi and many others. 
Special Tax Regimes
There are three special tax regimes, which are available for the 
investments in the Far east and Siberia: RIPs, TASEG and the free port of 
Vladivostok. 

— Regional Investment projects (RIPs): One of the key privileges of 
the RIPs is that investors may take advantage from the reduced profit 
tax rate;

— A zero tax rate for the first 5 years after the resident makes a profit 
and 10% for the following 5 years for RIPs in Siberia or the Far East;

— 10% starting from the year in which the total amount of tax incentives 
received equals the amount of capital investments for RIPs in any 
region other than Siberia and the Far East.

— In order to benefit form the privileges available for RIPs, the investors 
should meet certain criteria. 

— TASED (Territories of Advanced Social and Economic 
Development): In 2015 incentives became effective for TASED, 
which is a concept aimed at developing certain regions of the RF, e.g. 
Far East and others. According to the RF Ministry for the development 
of the Russian far east, currently there are 18 TASEDs in the RF. The 
key tax incentives available for TASED residents are as follows;

— A declarative procedure for VAT refunds;
— A reduced profit tax rate – 0-5% for the first 5 years, 12-20% for the 

next five years, depending on the region
— A reduced regressive social insurance contributions’ rate of 7.6% rate 

for 10 years.

Overview of support mechanisms and special incentives – Russia* 
(2/3)

Regional market analysis of the top selected subsectors of automotive parts industry

Note: * Russia is selected as the largest market in the CIS

Sources: (1) Doing Business in Russia, 2017, KPMG, (2) Special investment contract as a 
new instrument for investors support, (3) Doing Business in Russia, 2017, Deloitte, (4) 
Euromonitor, (5) Getting the Deal Through, (6) Alabuga.ru, (7) EBRD, Automotive Industry in 
Russia: Impact of foreign investments in car assembly plants on suppliers’ entry, (8) 
Investment portal, Kaluga region 
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— Free Port of Vladivostok: The area has special customs regimes, 
tax, investment, and related regulation in accordance with the Federal 
Law of 12.10.2015 «On the Free Port of Vladivostok». The special 
regime extends to 15 municipalities of the Primorsky Krai, including the 
capital of the region and to the key harbors of the Far East, including 
the Khabarovsk Krai (Vaninsky District), the Sakhalin Region 
(Korsakovsky Urban Okrug), the Kamchatka Territory (Petropavlovsk-
Kamchatsky), the Chukotka Autonomous District (Pevek), and the 
Primorsky Krai (Lazovsky Municipal District). The key tax benefits 
available for the residents are as follows;

— 7.6% of the total amount of insurance fees for 10 years, upon the 
receipt of the resident status within 3 years after the adoption of the 
law;

— 5% on the profit tax (0% to the federal budget and not more than 5% to 
the regional one);

— 0% of the land tax for 5 years;
— 0% of the property tax for 5 years and 0.5% for the next 5 years;
— 10 days accelerated procedure for VAT refund

Special Investment Contracts (SPIC)

As state support mechanisms, the SPICs were introduced by the RF 
legislation in 2015 as radically new incentives aimed at encouraging the 
development of the manufacturing and innovation sectors of the Russian 
economy, as well as welcoming foreign investors with localization plans to 
invest in the RF.
The main tax incentives of the SPIC are as follows1;

— Federal budget: 0% tax rate;
— Regional budget: tax rate can be reduced to 0%;
— Accelerated depreciation coefficient;
— Possibility to apply reduced property tax rate can be stipulated by 

regional authorities;
— Other tax incentives can be established by regional/municipal 

authorities
Many regions in Russia amend their regional legislation in order to be able 
to conclude SPICs, according to which an investor undertakes to 
implement an investment project for the construction and development of 
an enterprise in Russia on the condition of provision of subsidies, tax 
benefits, accelerated depreciation of production facilities, participation in 
public procurement and other benefits defined individually.
Preferential car loans programs
The Russian state has extended subsidy programs (until the year of 2020) 
of interest rates on car, preferential leasing, compensation of the costs in 
connection with the manufacture of automobiles, and confirmation of 
compliance with international standards.

Overview of support mechanisms and special incentives – Russia* 
(3/3)

Regional market analysis of the top selected subsectors of automotive parts industry

Note (1): Incentives are provided in case of compliance with conditions stipulated by 
legislation – the preliminary analysis is required (amendments to the tax legislation specifying 
the conditions and procedure for obtaining tax incentives are under consideration)
Sources: (1) Doing Business in Russia, 2017, KPMG, (2) Special investment contract as a 
new instrument for investors support, (3) Doing Business in Russia, 2017, Deloitte, (4) 
Euromonitor, (5) Getting the Deal ThroughNote: * Russia is selected as the largest market in the CIS
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Regulations and policies of automotive industry in China continue to 
develop as the market grows. The Chinese automotive and automobile 
parts market is still strictly regulated. In China, there are hugely varying 
importing tariffs on automobile parts, depending on the origin country. 
There are three groupings of countries, based on which the tariffs and 
taxes are applied. The import tariffs and taxes for None-MFN (Most-
favored Nations) varies from 30 to 100 percent, depending on the auto 
part. On the other hand, the maximum tariff and tax rates for MFN (Most-
favored Nations) is 10%. In the case of LDCs (Least Developed 
Countries), the tariffs and taxes for auto parts importation are 0%.  
There are also non-tariff barriers that impede the importation of foreign 
goods to China. These barriers include product certification, labelling, 
import approval requirements, an opaque and inconsistent legal system 
and limitations on market access. For automobile parts manufacturing, a 
production license issued by China’s Administration of Quality Supervision, 
Inspection and Quarantine (AQSIQ) is generally required.  Moreover, auto 
parts should be manufactured in accordance with the mandatory 
standards, also known as Guobiao GB. All the standards are established 
and kept by Standardization Administration of China. 
Another major barrier is the capital requirement for investment in the 
automotive industry. This amount applies to both foreign and domestic 
investors and varies depending on the category of automotive products to 
be manufactured. These barriers are often addressed at governmental 
level through continuous bilateral dialogues and engagements, active 
export promotion, and enforcement of international trade laws and 
obligations. 
Local producers and importers of automobile parts must have the China 

Compulsory Certificate (CCC) to be able to sell their products in the 
Chinese market. The China’s Certification and Accreditation 
Administration (CNCA) annually announces Catalogues of auto parts that 
must have CCC prior to sales in the Chinese market. Those auto parts 
subject to CCC should also undergo a specific accreditation process. The 
current Catalogue includes all kinds of vehicles and variety of auto parts, 
including tires, vehicle windows, rear-view mirrors, safety belts, seats and 
door locks. The products that have CCC should apply CCC marks to their 
products and pass annual routine inspections. 
The Environmental pollution remains one of the major challenges that 
Chinese government faces. The Ministry of Environmental Protection 
introduced new laws, regarding the taxation and limitations of 
emissions. The Environmental Protection Tax Law came into force on 
Jan. 1, 2018, replacing “pollution discharge fee”, which was in force for 
more than 40 years. The regulations are aimed at environmental 
protection, which will establish a robust financial and taxation system and 
promote pollution control and pollutant treatment. The central government 
annually publishes a fixed total discharge quota for each kind of key 
pollutant (air, water and solids) and allocates quotas to local governments. 
Local governments in their turn allocate quotas to entities. 

Overview of legislation, regulations and environmental protection 
issues – China*

Regional market analysis of the top selected subsectors of automotive parts industry

Sources: (1) Getting the Deal Through - Automotive, China, 2017
(2) State administration of Taxation of The People’s Republic of China
(3) China Tariffs and Taxes of HS Codes, Transcustoms.com
(4) International Trade Organization –Top Markets Report, Automotive Parts, 2016 Note: * China is selected as the largest market in Asia
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China’s government gives a high importance to providing thorough and up 
to date industrial guidance for FDI, as FDIs make a considerable 
contribution to Chinese economy. 
Special Economic Zones Free Trade Zones
FTZs are a specific type of SEZs, where goods can be imported, handled, 
manufactured, and exported without direct intervention from Customs. 
Currently China has 11 FTZs, which are  of critical consideration for 
foreign firms, and the choice is highly dependent on an investor’s business 
focus and growth prospectus. The key incentives provided by the China’s 
FTZs are as follows;
— Tax incentives: The following FTZs offer a reduced CIT of 15%, if the 

firm meets certain criteria
— Hengqing New Area, Guangdong FTZ,
— Qianhai Shenzhen-Hong Kong Modern Service Industry Cooperation 

Zone (Qianhai Shenzhen- Hong Kong Zone), Guangdong FTZ
— Pingtan Comprehensive Experimental Area, Fujian
In Shanghai FTZ, a FTZ-registered company can pay CIT in installments 
over a five-year period if the value of its interest in a portfolio company 
increases because of non-cash restructuring. Moreover, unless otherwise 
specified, most FTZs allow duty free import for any machinery and other 
equipment for company self-use
— Custom clearance: The customs clearance process is more 

streamlined within the FTZs. In case of adequate guarantees, the 
company can pay tax in a one-off lump sum payment within a specified 
period for goods that have already been imported. For instance, in the 
Shanghai FTZ, border clearance can be done on a monthly or 
quarterly basis with all waybills. 

Goods shipped to the FTZ can be directly sent to the warehouse without 
having to first clear customs.
— Industry-specific liberalization: Due to the sector, for FIE there are 

some liberalized policies, that are not widely available in China (e.g. 
foreign ships can ship to other domestic ports). 

Withholding tax
— Dividends: The withholding tax is lowered from 20% to 10% on the 

dividends paid to a nonresident company, unless the rate is reduced 
under a tax treaty. To further promote FDI, the government has issued 
rules providing deferral of withholding tax on dividends and profits 
distributed to foreign investors and reinvested into encouraged 
investment projects in China, with retroactive effect from 1 January 
2017.

— Royalties: The withholding tax is lowered from 20% to 10% on the 
royalties paid to a nonresident company, unless the rate is reduced 
under a tax treaty.

Foreign Investment Industrial Guidance Catalogue 
Some sectors of the automotive industry have recently been labelled as 
encouraged in the 2017 Catalogue. These include the manufacturing of 
engines, key components, electronics and some car parts of NEVs. In 
terms of incentives, if an automaker qualifies as a High and New 
Technology Enterprise in China, it will be granted a preferential enterprise 
income tax rate of 15%, reduced from the regular rate of 25%. In addition, 
certain R&D expenditure may be deducted from the its pre-tax revenue. 

Overview of support mechanisms and special incentives – China*
Regional market analysis of the top selected subsectors of automotive parts industry

Sources: (1) China Tax Alert,2017, KPMG, (2) Taxation and Investment in China, 2017, 
Deloitte, (3) International Tax China Highlights, 2018, Deloitte (4) Insights from Global 
Mobility, (5) Euromonitor, (6) Getting the Deal ThroughNote: * China is selected as the largest market in Asia
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Overview of legislation, regulations and environmental protection 
issues - Japan 

Regional market analysis of the top selected subsectors of automotive parts industry

There are no special legal barriers to foreign companies entering the 
automotive industry. Japan has one of the lowest import tariffs in the 
world. In particular, tariffs in many major sectors, including autos and auto 
parts, are zero. However, there are non-tariff barriers in Japan that hinder 
or delay the importation of foreign goods to Japan. When entering the 
Japanese market, foreign companies may encounter the following non-
tariff barriers: 
— standards unique to Japan (formal or informal); 
— a requirement in some sectors or projects to demonstrate prior 

experience in Japan, which effectively shuts out new entrants in the 
market;  

— regulations that favor domestically-produced products, discriminating 
against foreign products; 

— licensing powers in the hands of industry associations with limited 
membership and strong market influence;

— interconnection of business interests among Japanese companies that 
disadvantage suppliers outside the traditional business group;

— cartels (formal and informal); 
— the cultural importance of personal relationships in Japan. 
In addition, the type approval process and regulations on environment and 
safety standards are prepared only in Japanese, and the procedures are 
quite complicated, which may represent short-term barriers to entering the 
market.
In Japan, automobile parts are required to comply with certain safety and 
environmental standards, for which they should pass a separate 
automobile parts type approval in accordance with the Road Transport 

Vehicle Act (RTVA). The model of a part is approved by the National 
Agency for Automobile and Land Transport Technology (NALTEC) due to 
which the manufacturer is not required to undertake further inspections of 
the part. 
Japan is also a party to United Nations-sponsored agreement within the 
UNECE framework signed in Geneva on 20 March 1958, which provides 
technical prescriptions for wheeled vehicles, equipment and parts that can 
be fitted or used on wheeled vehicles and the conditions for reciprocal 
recognition of approvals granted on the basis of these prescriptions. 
Japan implements a soft approach with regard to regulation of 
greenhouse gas emissions. There is no limitation on the emission of the 
greenhouse gas or mandatory reduction obligation imposed on 
manufacturers by the national government. However, the Energy 
Conservation Act provides certain energy efficiency benchmarks for 
operators engaged in certain industries, and these operators are required 
to calculate their emissions and report that information to the competent 
ministries.
It should be noted that generally, the Japanese legal system does not 
provide sufficiently effective protection for intellectual property, and 
Japanese courts do not always issue favorable decisions for patent 
holders. 

Sources: (1) Getting the Deal Through - Automotive, Japan, 2017
(2) Getting the Deal Through - Climate Regulation, Japan, 2017
(3) Japan Customs – Japan’s tariff schedule as of April 2018 
(4) International Trade Organization –Top Markets Report, Automotive Parts, 2016
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Overview of support mechanisms and special incentives - Japan
Overview of legislation, regulations and environmental protection issues that could have an impact on trade and production

The Japanese Government encourages foreign investments by offering 
various incentives and support to foreign companies that are planning to 
establish businesses in their country. 
Promotion of regional development 
The Japanese government aims at sustaining and strengthening existing 
high value-added business sites and support the establishment of new 
ones by international companies. Under the Act for Promotion of Japan as 
an Asian Business Centre, the Japanese government encourages foreign 
companies to establish an R&D Centre or Asian headquarters in Japan by 
providing several key support measures: 
— Tax breaks: 20% income deduction, equivalent to a corporate tax rate 

reduction of around 7%;
— Assistance for fundraising to SMEs;
— Acceleration of patent examinations;
— Reduction of patent fees by 50%;
— Shortened investment procedures: 2 week examination time in 

regulated industries compared to the normal 30 day wait;
— Acceleration of status of residency examinations for foreign nationals 

wishing to work in Japan.
Special economic Zones and deregulation 
To attract industries to Japan and strengthen regional development and 
international competitiveness, the Japanese government has created 
special zones, where certain tax benefits are available (special 
depreciation allowances, special corporate tax break, tax deductions for 
investments in machines or buildings, tax breaks for R&D, etc.). In 
addition, the companies that are planning to invest or expand in these 
Zones may get special arrangements for deregulation and reduced 
procedures. 

Regional and Prefectural Incentives
Japan’s prefectures and major cities offer their own subsidies and 
incentives programs to attract foreign investment. These incentives 
include and are not limited to subsidizing rent expenses for factories, R&D 
centers or offices; fees incurred in consultation with experts and personnel 
recruitment costs; expenses required for incorporation; registration fees; 
depreciable assets for establishing manufacturing bases; company 
registration fees; corporate enterprise tax; etc. 
Incentives for automotive parts Industry 
— In Japan, there are no special incentives for investment in the 

automotive industry;
— The Japanese government provides financial aid to ventures or small 

businesses with innovative business models, and some municipalities 
offer tax reductions to attract investment in factories and regional 
business hubs; however, these are not industry-specific;

— The Ministry of Economy, Trade and Industry of Japan offers financial 
aid for investment in charging facilities for electric vehicles and 
hydrogen stations for fuel cell vehicles;

— Since 2009, the Japanese government provides tax incentives to 
encourage a wider use of eco-friendly vehicles (hybrid, plug-in hybrid, 
electric, fuel cell, clean diesel, and other new-energy vehicles). 
Though indirectly, those measures will definitely have a positive 
impact on the production of the eco-friendly vehicles in Japan, which 
will in its turn boost the manufacturing of auto parts for eco-friendly 
vehicles.   

Source: (1) Getting the Deal Through - Automotive, Japan, 2017
(2) Japan Automobile Manufacturers Association - The Motor industry of Japan, 2017
(3) Thomson Reuters Practical Law  - Investing in Japan
(4) Jetro Invest Japan Report 2017
(5) EU-Japan Center for Industrial Cooperation – Tax Incentives
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There are no special legal barriers to foreign companies entering the 
Turkish automotive industry, as long as the party follows all the laws 
regarding the establishment of an industrial enterprise. Turkey generally 
applies the EU’s basic import tariffs to third country non-agricultural 
imports and there are no any import restrictions on non-agricultural 
products from EU and EFTA countries. In particular, import tariffs on auto 
parts are quite low, ranging from 0% to 4%. It is worth mentioning, that for 
some auto parts (ignition coils, spark plugs, generators) Turkey applies a 
zero tariff rate, while the EU applies a 3.2% rate. 
However, over the past years Turkey de facto has maintained several non-
tariff trade barriers, contrary to its obligations under the EU-Turkey 
Customs Union. These barriers include burdensome customs procedures, 
additional duties, excessive certification requirements for a large number of 
products, including machinery, electric motors and pumps, as a result of 
which many foreign companies experience problems with customs 
proceedings when exporting to Turkey. 
The auto-related products’ safety and environmental risk is stipulated by 
The Market Surveillance and Inspection Regulation of Automotive 
Products (from 22 February 2018), which regulates automobile products 
through the Ministry of Science, Technology and Industry within the scope 
of the law on the Preparation and Implementation of the Technical 
Legislation on Products. 
To acquire an authentication of automobile parts conformity it is 
necessary to acquire type approval. Conditions for type approval, 
depending on an auto part type, are stipulated in the following agreements: 
the Regulation on Type Approval of Motor Vehicles and Their Trailers, the 
Regulation on Type Approvals and Inspections of Agricultural and Forestry 
Vehicles, and the Regulation on Type and

Inspections of Two- or Three-Wheel Motor Vehicles and Four-Wheel 
Motorcycles. These three regulations are drafted in line with the applicable 
EU Directives and Regulations of the United Nations Economic 
Commission for Europe.  
Since 2009, Turkey is a member-country the Kyoto Protocol; however, it is 
in the list of countries that do not have any quantified emission 
limitation or reduction commitments. For this reason, currently there 
are no restrictions or reduction obligations forced by national legislation. 
This is mainly because Turkey is responsible for just 0.7% of cumulative 
emissions, since the global-scale industrial revolution.
Although there are no compulsory restrictions on limiting or reducing 
greenhouse gas emissions, some regulations exist aimed at monitoring 
and reporting greenhouse gas emissions quantity. Various policies are 
implemented to encourage a reduction of greenhouse gases emissions in 
different sectors. The construction and operation of industrial facilities 
require various licenses and permits depending on their type, location and 
capacity determined by Turkish legislation. The companies should obtain 
licenses and permits, prior to the beginning of construction and operations 
of the facility. 

Overview of legislation, regulations and environmental protection 
issues - Turkey

Regional market analysis of the top selected subsectors of automotive parts industry

Sources: (1) Getting the Deal Through - Automotive, Turkey, 2017
(2) Getting the Deal Through - Climate Regulation, Turkey, 2017
(3) Thomson Reuters: Environmental law and practice in Turkey: overview
(4) European Commission - Report on Trade and Investment Barriers, 2017
(5) World Integrated Trade Solution (World Bank Group) – Tariff database 
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Turkey widely uses fiscal incentives to channelize domestic and foreign 
investments for industrial development and rural-urban integration.
Investment Incentive Scheme
Investment incentives are available to investors through an “Investment 
Incentive Certificate” (IIC), which is obtained from the General Directorate 
of Incentive Practices and Foreign Capital under the Ministry of Economy 
(“Authority”). In order to be granted an IIC, the investments should meet 
the following criteria 
— Minimum investment amount of TRY 1 million (USD 330 thousand) for 

the regions1 1 and 2
— Minimum investment amount of TRY 500 thousand (USD 165 

thousand) for other regions
It should be noted that the investment projects are still subject to Authority 
evaluation in order to be granted any incentives. The investment incentive 
scheme is comprised of four different schemes to which both the local and 
foreign investors have equal access.
— General Investment Incentives Scheme – nearly all projects meeting 

both the specific capacity conditions and the minimum fixed 
investment amount are supported within the framework of this scheme,

— Regional Investment Incentives Scheme - the sectors  supported in 
each region are determined in accordance with regional potential and 
the scale of the local economy, while the intensity of support varies 
depending on the level of development in the region,

— Large-Scale Investment Incentives Scheme – Investments in 
excess of at least TRY50 million are classified as large scale 
investments. 

— Prioritized investments – This type of investments can benefit from 
the incentives that are granted in the 5th and 6th regions. The 
investments in the following industries can be qualified as prioritized 
investments;

— Automotive, space or defense oriented test centers, wind tunnels and 
investments in similar nature,

— Investments in motor vehicles industry with a minimum investment 
amount of TRY300 million and auto components/supply industry (i.e. 
engine production investments with a minimum investment amount of 
TRY75 million, investments in components and transmission 
components of engines and electronics of automotive with a minimum 
investment amount of TRY20 million)

Furthermore, if the investment is no less than 300 million lira, it will be 
entitled to receive top-priority incentives.
Top-priority incentives provided include, among other things, VAT and 
customs duty exemptions, social security support, (partial) corporate tax 
exemptions and allocation of land free of charge. Incentives are granted 
individually for each party fulfilling the criteria and new entrants do not 
affect the incentives that incumbents are entitled to receive.
— Strategic Investment Incentives Scheme – To be supported by this 

scheme the following criteria should be met;
— The domestic production capacity for the product to be manufactured 

with the investment shall be less than the import of the product,

Overview of support mechanisms and special incentives - Turkey (1/3)
Regional market analysis of the top selected subsectors of automotive parts industry

Source: (1) Investment Support and Promotion Agency of Turkey, (2) Investment in Turkey 
2017, KPMG, (3) Euromonitor
Note:    (1) The classification of the Turkish regions is presented in the Appendix 4
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— The investment shall have a minimum investment amount of TRY 50 
million (USD 16.5 million),

— The investment shall create a minimum added-value of 40%,
— The total import value of the product to be locally manufactured with 

the investment shall be minimum of USD 50 million as of the past one 
year

The incentives under an IIC are summarized below for each type of 
investment:

Super Incentives
The qualification of an investment will be determined based on whether 
these investments meet the current or future requirements of Turkey in

line with the targets set in the development plans and annual programs 
and/or whether they could ensure continued supply, reduce dependence 
on foreign sources, achieve technologic transition, be innovative, and add 
value as well as being R&D focused. 
Investors are required to obtain an IIC from the Ministry of Economy in 
order to benefit from the incentives. The incentives granted to the 
investors can be summarized as follows;
— VAT and customs duty relief,
— VAT refund possibility,
— Reduced tax rates or tax exemptions (corporate tax),
— Social security employer premium support,
— Income withholding tax support,
— Qualified personnel salary support,
— Interest support or Government grants,
— Capital contributions,
— Support on energy expenses,
— Government purchase guarantee,
— Land allocation and free of charge transfer of the land,
— Infrastructure support,
— Facilitation in bureaucratic process

Free Trade Zones
Investors should obtain a special license to be able to operate in the FTZs. 
These licenses are provided for a period from 15 years to 45 years based 
on the type of the operator. 

Overview of support mechanisms and special incentives - Turkey 
(2/3)

Regional market analysis of the top selected subsectors of automotive parts industry

Support Instruments General 
Investment

Regional 
Investment

Large-Scale 
Investment

Strategic 
Investment

VAT Exemption V V V V
Customs Duty Exemption V V V V
Tax Reduction V V V
Social Security Premium 
Support (Employer’s Share) V V V
Income Tax Withholding 
Allowance1 V V V
Social Security Premium 
Support (Employee’s Share)1 V V V
Interest Rate Support2 V V
Land Allocation V V V
VAT Refund3 V

Source:  (1) Investment Support and Promotion Agency of Turkey, 
(2) Investment in Turkey 2017, KPMG

Note:     (1) Provided that the investment is made in Region 6
(2) Provided that the investment is made in Regions 3, 4, 5 or 6 within the 
framework of the Regional Investment Incentives Scheme.
(3) For construction expenditures of strategic investments with a minimum fixed 
investment amount of TRY 500 million (USD 165 thousand).       

Source: (1) Investment Support and Promotion Agency of Turkey, (2) Investment in Turkey 
2017, KPMG, (3) Euromonitor, (4) Getting the Deal Through 
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The following key incentives are granted to investors investing into the FTZs. These incentives are applicable until the end of the fiscal year in which Turkey 
fully accesses to the EU:
— The income derived from the sale of goods that are manufactured by license holders in FTZ is exempt from income or corporate income tax (Corporate 

income tax exemption does not cover the dividend distributions). 
— The salary payments made by taxpayers operating in FTZ to their employees are exempt from income tax, provided that the taxpayers export at least 

85% of annual production 
— The documents and transactions regarding operations in FTZ are exempt from stamp tax and charges. 
— The delivery of goods and performance of services in FTZs are excluded from VAT under VAT Code without any time limitation. 
There are no barriers to entry into the automotive market, provided that the new party to the market fulfils all general criteria for investors to establish an 
industrial enterprise. To increase competition in the local market and in furtherance of Turkey’s desire to become a major global competitor in the automotive 
sector, newcomers to the Turkish market are normally encouraged via the incentives described above.

Overview of support mechanisms and special incentives - Turkey 
(3/3)

Regional market analysis of the top selected subsectors of automotive parts industry

Source: (1) Investment Support and Promotion Agency of Turkey, (2) Investment in Turkey 2017, KPMG, (3) Euromonitor, (4) Getting the Deal Through 
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Overview of raw materials for automotive parts and components
Analysis of raw materials’ availability for automotive parts and components

— Plastic
— Glass
— Steal
— Aluminum
— Copper
— Lead
— Nickel
— Lithium
— Cobalt

Some of the most used raw materials for automotive parts and components production include plastic, glass and metals.

— China is the leading global plastics materials producer followed by EU countries.

— Top glass producer/exporters are China, Germany, US, France and Japan

— Globally the largest producer countries/regions of crude steal are China, EU, US, Canada, Mexica.

— Top producers of aluminum are China, Russia, Canada, UAE, and India.

— Chile, Peru, China, US and Congo are the top countries by copper mine output while the top producers of refined copper are
China, EU, Chile, Japan and US. Russia is the 6th largest produces of refined copper.

— Top lead producer countries are China, EU countries, US, South Korea and Mexico

— Top countries by nickel mine output include Philippines, Indonesia, New Caledonia, Canada, Russia while the top producers of
refined nickel are China, Japan, Canada, Russia and EU.

— Australia, Chili, Argentina, China and Zimbabwe have the largest mine production of lithium.

— Congo, Russia and Australia are the largest producers of cobalt.

Key issues
Price volatility of raw materials – raw materials make up the significant part of costs of goods and steel accounts for more than half of the total material 
costs in automotive part and component industry in general. The significant volatility in raw materials price affect the profitability of automotive 
components and parts manufacturers as they have little ability to raise prices and often have to absorb the costs.

Sources: WSA, The Economist Intelligence Unit, Statista, KPMG research

 Key raw materials used in Automotive parts and components

Sources: First Research: Automobile Parts Manufacturing, KPMG Analysis
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Overview of Plastic Availability in the Selected Regions
Analysis of raw materials’ availability for automotive parts and components

The plastic export volumes of Japan and Turkey in 2017 equaled to 4 million tons and 724 thousand tons correspondingly.

191
USD billion

Source: ITC
Note: (1) The full list of HS codes is presented in the Appendix 3 

In 2017 Georgia, Armenia and Azerbaijan exported 3 thousand tons, 2 
thousand tons and 73 thousand tons of plastic accordingly. 

In 2017 the top three CIS countries by the plastic export value were 
Russia, Uzbekistan and Belarus with the export volumes equaling to 1.5 
million tons, 393 thousand tons and 303 thousand tons correspondingly. 

In 2017 56% of the plastic’s export value of the selected regions is 
performed by EU with Germany accounting for the 13% of the total export 
value of the selected regions. In 2017 the top three EU countries by the 
plastic export value were Germany, Belgium and Netherlands with the 
export volumes equaling to 12.2 million tons, 12 million tons and 8.9 million 
tons in 2017, respectively. 

In 2017 the top three East and South-East Asia countries by the plastic 
export value were South Korea, China and Singapore with the export 
volumes equaling to 13 million tons, 8.9 million tons and 6 million tons 
correspondingly. 


Plastic1 export value breakdown by exporting/producing 
countries/regions, 2017
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Overview of Glass Availability in the Selected Regions
Analysis of raw materials’ availability for automotive parts and components

In 2017 Georgia, Armenia and Azerbaijan did not export glass however 
Georgia has a production of glass. 

In 2017 the main exporting CIS countries by the glass export value were 
Belarus and Russia with the export volumes equaling to 74 thousand tons 
and 1.4 thousand tons correspondingly. 

In 2017 54% of the glass export value of the selected regions was 
performed by EU with Germany accounting for 31% of the total export 
value of the selected regions. In 2017 the top three EU countries by glass 
export value were Germany, France and the Netherlands with the export 
volumes equaling to 191 thousand tons, 181 thousand tons and 374 
thousand tons. 

In 2017 the top three East and South-East Asia countries by the glass 
export value were China, Malaysia, and Philippines with the export 
volumes equaling to 114 thousand tons, 39 thousand tons and 27 
thousand tons correspondingly. 

Source: ITC
Note: (1) The full list of HS codes is presented in the Appendix 3 


Glass1 export value breakdown by exporting/producing 
countries/regions, 2017

1.5
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The glass export volumes of Japan and Turkey in 2017 equaled to 32 thousand tons and 2 thousand tons correspondingly.
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Overview of Iron and Steel Availability in the Selected Regions
Analysis of raw materials’ availability for automotive parts and components

In 2017 Georgia and Azerbaijan exported 68.6 thousand tons and 25 
thousand tons of iron and steel accordingly. 

In 2017 50% of the iron and steel export value of the selected regions is 
performed by CIS with Russia accounting for the 35% of the total export 
value of the selected regions. In 2017 the top three CIS countries by the 
iron and steel export value were Russia, Ukraine and Kazakhstan, with the 
export volumes equaling to 19.9 million tons in 2017, 8.7 million tons in 
2017 and 548 thousand tons. 

In 2017 the top three EU countries by the iron and steel export value were 
Germany, UK and France with the export volumes equaling to 2.1 million 
tons, 847 thousand tons and 1.3 million tons correspondingly. 

In 2017 the top three East and South-East Asia countries by the iron and 
steel export value were Indonesia, South Korea and Vietnam with the 
export volumes equaling to 1.2 million tons, 1 million tons and 615 
thousand tons correspondingly. 


Iron and Steel1 export value breakdown by exporting/producing 
countries/regions, 2017

The iron and steel export volumes of Japan and Turkey in 2017 equaled to 4.3 million tons and 861 thousand tons correspondingly.

Source: ITC
Note: (1) The full list of HS codes is presented in the Appendix 3 
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Overview of Aluminum Availability in the Selected Regions
Analysis of raw materials’ availability for automotive parts and components

In 2017 Georgia, Armenia and Azerbaijan exported 8 thousand tons, 3 
thousand tons and 40 thousand tons of aluminum accordingly. 

In 2017 the top three CIS countries by the aluminum export value were 
Russia, Kazakhstan and Tajikistan with the export volumes equaling to 3.3 
million tons, 250 thousand tons and 93 thousand tons correspondingly. 

In 2017 56% of the aluminum export value of the selected regions is 
performed by EU with the Netherlands accounting for 15% of the total 
export value of the selected regions. In 2017 the top three EU countries by 
the aluminum export value were Germany, the Netherlands and France 
with the export volumes equaling to 3.1 million tons, 3 million tons and 1.2 
million tons. 

In 2017 the top three East and South-East Asia countries by the aluminum 
export value were China, Malaysia, and South Korea with the export 
volumes equaling to 2.6 million tons, 1.1 million tons and 673 thousand 
tons correspondingly. 

In 2017, Armenia’s export of aliminium equaled USD 4.3 million in value 
terms and 3.8 thousand tons in volume terms. 


Aluminium1 export value breakdown by exporting/producing 
countries/regions, 2017

Source: ITC
Note: (1) The full list of HS codes is presented in the Appendix 3 
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Overview of Copper ores and concentrate Availability in the Selected 
Regions

Analysis of raw materials’ availability for automotive parts and components

In 2017 the top three CIS countries by the copper ores and concentrate 
export value were Kazakhstan, Armenia and Georgia with the export 
volumes equaling to 1 million tons, 489 thousand tons and 349 thousand 
tons correspondingly. Azerbaijan exported only 47 tons of copper ores and 
concentrate in 2017.

In 2017 55% of the copper ores and concentrate export value of the 
selected regions is performed by East and South-East Asia with Indonesia 
accounting for 29% of the total export value of the selected regions. In 
2017 the top three East and South-East Asia countries by the copper ores 
and concentrate export value were Indonesia, Mongolia and Lao with the 
export volumes equaling to 3.4 million tons, 1.6 million tons and 554 
thousand tons. 

In 2017 the top three EU countries by the copper ores and concentrate 
export value were Spain, Portugal and Bulgaria with the export volumes 
equaling to 1.5 million tons, 271 thousand tons and 316 thousand tons 
correspondingly. 


Copper export value breakdown by exporting/producing 
countries/regions, 2017

The copper ores and concentrate export volumes of Turkey in 2017 equaled to 246 thousand tons and Japan exported only 28 tons.

Source: ITC

12
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Overview of Lead ores and concentrate Availability in the Selected 
Regions

Analysis of raw materials’ availability for automotive parts and components

In 2017 Georgia exported 72 tons of lead. Armenia and Azerbaijan did not 
export any lead in 2017.

In 2017 43% of the lead ores and concentrate export value of the selected 
regions is performed by CIS with Russia accounting for 34% of the total 
export value of the selected regions. In 2017 the top three CIS countries by 
the lead ores and concentrate export value were the Russia, Tajikistan and 
Kazakhstan with the export volumes equaling to 521 thousand tons, 118 
thousand tons and 10 thousand tons. 

In 2017 the top three East and South-East Asia countries by the lead ores 
and concentrate export value were North Korea, Mongolia and Myanmar 
with the export volumes equaling to 93 thousand tons, 15 thousand tons 
and 12 thousand tons correspondingly. 

In 2017 the top three EU countries by the lead ores and concentrate export 
value were the Netherlands, Belgium and Sweden with the export volumes 
equaling to 111 thousand tons, 46 thousand tons and 56 thousand tons 
correspondingly. 


Lead export value breakdown by exporting/producing 
countries/regions, 2017

The lead ores and concentrate export volumes of Turkey in 2017 equaled to 125 thousand tons and Japan do not exported lead ores and concentrate.

Source: ITC
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Overview of Nickel ores and concentrate Availability in the Selected 
Regions

Analysis of raw materials’ availability for automotive parts and components

In 2017 the among CIS countries only Russia exported nickel ores and 
concentrate with the export volumes equaling to 123 thousand tons.

In 2017 75% of the nickel ores and concentrate export value of the 
selected regions is performed by East and South-East Asia with the 
Philippines accounting for 61% of the total export value of the selected 
regions. In 2017 the top two East and South-East Asia countries by the 
nickel ores and concentrate export value were the Philippines and 
Indonesia with the export volumes equaling to 35 million tons and 5 million 
tons. 

In 2017 the top three EU countries by the nickel ores and concentrate 
export value were Finland, Belgium and Germany with the export volumes 
equaling to 49 thousand tons, 55 thousand tons and 4 thousand tons 
correspondingly. 


Nickel export value breakdown by exporting/producing 
countries/regions, 2017

The Nickel ores and concentrate export volumes of Turkey in 2017 equaled to 240 thousand tons and Japan do not exported nickel ores and concentrate.

Source: ITC

1.1
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Overview of Lithium Availability in the Selected Regions
Analysis of raw materials’ availability for automotive parts and components

In 2017 Georgia, Armenia and Azerbaijan did not export lead.

In 2017 among CIS countries mainly Russia exported lithium with the 
export volumes equaling to 5 thousand tons.

In 2017 52% of the lithium export value of the selected regions is 
performed by East and South-East Asia with China accounting for 47% of 
the total export value of the selected regions. In 2017 the top two East and 
South-East Asia countries by the lithium export value were  China and 
South Korea with the export volumes equaling to 21.5 thousand tons and 5 
thousand tons. 

In 2017 the top three EU countries by the nickel ores and concentrate 
export value were Belgium, Germany and the Netherlands with the export 
volumes equaling to 11 thousand tons, 3 thousand tons and 4 thousand 
tons correspondingly. 


Lithium1 export value breakdown by exporting/producing 
countries/regions, 2017

The lithium export volumes of Japan in 2017 equaled to 228 tons and Turkey exported only 9 tons of lithium.

Source: ITC
Note: (1) The full list of HS codes is presented in the Appendix 3 
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Overview of Cobalt ores and concentrates Availability in the Selected 
Regions

Analysis of raw materials’ availability for automotive parts and components

In 2017 CIS countries did not export cobalt ores and concentrates but 
Russia is one of the largest producers of cobalt globally. 

In 2017 92% of the cobalt ores and concentrates export value of the 
selected regions is EU’s with Germany accounting for 53% of the total 
export value of the selected regions. In 2017 the top three EU countries 
with cobalt ores and concentrates export value were Germany, Belgium 
and United Kingdom with the export volumes equaling to 193 tons, 283 
million tons and 16 tons respectively. 

In 2017 among the East and South-East Asia countries mainly Thailand 
exported cobalt ores and concentrates. In 2017, Thailand's export of cobalt 
ores and concentrates equaled USD 0.4 million in value terms and 12 
thousand tons in volume terms. 

The cobalt ores and concentrates export volumes of Japan in 2017 
equaled to 12 tons and Turkey did not exported cobalt ores and 
concentrates.


Cobalt ores and concentrates export value breakdown by 
exporting/producing countries/regions, 2017

Source: ITC
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Compared with selected 
regions and countries 
CIS region has the 
lowest cost of raw 
materials, labor and 
energy.

East and South-East 
Asia ranked 2nd by all 
three indicators.

EU has the highest cost 
of labor and energy and 
Japan has the most 
expensive raw 
materials.

Assessment of cost structure of production and identification of 
advantages

To assess the cost structure of the production in the 
selected region and identify the competitive advantages, 
comparable analysis was conducted among the selected 
regions and countries using three main indicators: raw 
material cost, labor cost and energy cost.

Raw material cost
To compare the selected regions and countries by the 
cost of raw materials the average export prices of each 
raw material were used (plastic, glass, steel, aluminum, 
copper, lead, nickel, lithium) and respective scores were 
provided to each region  (a region with the highest export 
price scored 5 and the cheapest scored 1). CIS region 
received the lowest average score for all major raw 
materials e.g. has competitive advantage in terms of cost 
of raw materials and Japan has the most expensive raw 
materials.

Labor cost
The harmonized minimum wage statistics provided by 
World Bank was used as a indicator to compare the 
labor cost in selected regions and markets. For CIS 
region the indicator of Russia was taken as the largest 
market of the region, China for Asia and France for EU.

Energy cost
Energy price per kWh was used as a indication of energy 
cost. For CIS region we used the indicator of Russia as 
the largest market and CIS has the cheapest energy 
among the selected regions.
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Overview of key market players
Description of major players

Companies Country
Key player in subsector

1 2 3 4 5 6 7 8 9 10 11 12 13
Denso Corporation Japan     
Robert Bosch GmbH Germany    
Magna International Canada     
BorgWarner US  
Delphi Automotive LLP UK  
Continental AG Germany  
KOITO MANUFACTURING CO., LTD. Japan 
ZF Friedrichshafen AG Germany 
Autoliv Sweden 
Federal-Mogul Holdings LLC US 
Gentex Corporation US 
Johnson Controls International Plc Ireland 
Valeo SA France  
Plastic Omnium France 
Lear Corporation US 

1 Brake pads 8 Bumpers
2 Drive-axles with differential 9 Mirrors
3 Air bags 10 Ignition coils
4 Air conditioners 11 Electrical vehicle batteries
5 Pumps 12 Interior parts
6 Lighting equipment 13 Seats for motor vehicles
7 Radiators
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Company profiles (1/9)
Description of major players

Company Name Denso Corporation (Denso)

Country Japan

Main products in 
auto part and 
component sectors

Air conditioning systems for cars, radiators, cooling fans, inter coolers, oil coolers, engine cooling modules, reserve tanks and air 
conditioning systems for buses and construction equipment, truck refrigeration units, air purifiers, ignition coils, spark plugs, exhaust 
gas sensors, fuel pumps, fuel pump modules, fuel injectons, direct injection components, car navigation systems, tire pressure 
monitoring systems, remote keyless entry controllers, advanced vehicle operation system, windshield wiper systems, power window 
motors, seat motors, power sliding door motors, power steering motors, etc.

Locations/Markets
Argentina, Australia, Belgium, Brazil, Canada, China, Czech Republic, Denmark, France, Germany, Hungary, India, Indonesia, Italy, 
Japan, Malaysia, Mexico, Netherlands, Philippines, Poland, Portugal, Saudi Arabia, Singapore, South Africa, South Korea, Spain, 
Sweden, Thailand, Turkey, United Kingdom, United States, Vietnam

Market power A wide geographical presence (the company operates a network of 190 subsidiaries and 36 affiliates across the world.) and strong
research and development (R&D) capabilities.

Other information Denso Corporation (Denso) designs, manufactures and supplies advanced automotive technologies, systems and components for 
major automobile manufacturers in the world.

Source: GlobalData company profile, KPMG research
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Company profiles (2/9)
Description of major players

Company Name Robert Bosch GmbH

Country Germany

Main products in 
auto part and 
component sectors

Automotive bulbs, filters, spark plugs, brakes, drive belts, electronics component parts, lighting technology, horns and fanfares, 
connectors, parking aids, electrical accessories, sensors, electric motors, motor and systems, gasoline, diesel, starters and alternators, 
hybrid systems, start/stop system, electronic comfort systems, electronic driving safety systems, steering systems

Locations/Markets

Argentina, Australia, Austria, Belarus, Belgium, Brazil, Bulgaria, Canada, Chile, China, Colombia, Croatia, Czech Republic, Denmark, 
Estonia, Finland, France, Germany, Greece, Hungary, India, Indonesia, Israel, Italy, Japan, Kazakhstan, Latvia, Lithuania, 
Luxembourg, Malaysia, Malta, Mexico, Netherlands, New Zealand, Norway, Peru, Philippines, Poland, Portugal, Romania, Russia, 
Serbia, Singapore, Slovakia, South Africa, South Korea, Spain, Sweden, Switzerland, Taiwan, Thailand, Turkey, Ukraine, United Arab 
Emirates, United Kingdom, United States, Venezuela, Vietnam

Market power Operational network (more than 440 subsidiaries and regional companies in more than 60 countries) and strong R&D capabilities.

Other information The company offers a wide range of products and solutions such as auto parts and accessories, eBike systems, motor vehicle 
technology, household appliances, etc.

Source: GlobalData company profile, KPMG research
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Company profiles (3/9)
Description of major players

Company Name Magna International
Country Canada 
Main products in 
auto part and 
component sectors

Magna undertakes the design, engineering, testing and manufacture of automotive systems; seating systems; closure systems; body 
and chassis systems; vision systems; electronic systems; exterior systems; powertrain systems; roof systems; pump, hybrid and
electric vehicles/systems; and also complete vehicle engineering and contract manufacturing. 

Locations/Markets
Argentina, Austria, Belgium, Brazil, Bulgaria, Canada, China, Czech Republic, France, Germany, Hungary, India, Ireland, Italy, Japan, 
Mexico, North Korea, Poland, Romania, Russia, Serbia, Slovakia, South Korea, Spain, Sweden, Thailand, Turkey, United Kingdom,
United States

Market power Manufacturing capabilities (as of December 2016, the company had 317 manufacturing operations and 102 product development, 
engineering and sales centers in 29 countries) and technological innovations.

Other information Magna International Inc. (Magna) is a global automotive supplier.
Source: GlobalData company profile, KPMG research

Company Name BorgWarner
Country United States
Main products in 
auto part and 
component sectors

Timing devices, chain products, turbochargers, thermal systems, emissions systems, diesel cold start and gasoline ignition technology, 
friction, mechanical and controls product, starter motors, alternators and hybrid electric motors, dual clutch modules, torque converter 
clutches, one-way clutches and torsional vibration dampers, friction clutch modules, friction and steel plates and transmission bands.

Locations/Markets
Operates manufacturing, assembling and technical facilities in the US, China, Germany, South Korea, India, Mexico, Brazil, Hungary, 
Japan, Canada, France, Ireland, Italy, Poland, Portugal, Spain, Sweden, Tunisia and the UK. The company operates in Europe, Asia, 
the Americas and Africa.

Market power Manufacturing capabilities (the company had 62 manufacturing, assembly, and technical locations in approximately 19 countries) and 
strong R&D capabilities.

Other information BorgWarner Inc. (BorgWarner) is a manufacturer and supplier of engineered systems and components.
Source: GlobalData company profile, KPMG research
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Company profiles (4/9)
Description of major players

Company Name Delphi Automotive LLP
Country United Kingdom
Main products in 
auto part and 
component sectors

Connectors, electrical centers and distribution systems, valve train, fuel injection and air/fuel control, ignition, sensors and actuators, 
and transmission control products, digital receivers, navigation systems, rear-seat entertainment and wireless connectivity, security 
systems, body computers, displays, and mechatronics such as interior switches, integrated center panel and gear shift sensors, etc.

Locations/Markets Company operates 126 manufacturing facilities and 15 major technical centers in 46 countries including the US and Canada, Mexico, 
Europe/Middle East/Africa; South America; and Asia Pacific.

Market power Technology portfolio (the company licenses approximately 8,500 patents), 126 manufacturing facilities and 15 major technical centers 
in 46 countries.

Other information Delphi Automotive Plc (Delphi) is a provider of technologies for automotive and commercial vehicle sectors. The company 
manufactures and supplies automotive parts and provides related services. 

Source: GlobalData company profile, KPMG research

Company Name Continental AG
Country Germany
Main products in 
auto part and 
component sectors

Brake systems; and systems and components for powertrains and chassis, vehicle electronics, instrumentation, infotainment solutions, 
tires and technical elastomers.

Locations/Markets
Argentina, Australia, Austria, Belgium, Brazil, Canada, Chile, China, Costa Rica, Czech Republic, Ecuador, Ethiopia, Finland, France, 
Germany, Greece, Hungary, India, Ireland, Italy, Japan, Kazakhstan, Malaysia, Mexico, Netherlands, Norway, Philippines, Poland, 
Portugal, Romania, Russia, Serbia, Singapore, Slovakia, Slovenia, South Africa, South Korea, Spain, Sri Lanka, Sweden, Switzerland, 
Taiwan, Thailand, Tunisia, Turkey, United Kingdom, United States

Market power Market position (among the top 5 automotive suppliers across the world) and strong R&D capabilities.
Other information Continental AG (Continental) is an automotive company

Source: GlobalData company profile, KPMG research
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Company profiles (5/9)
Description of major players

Company Name Koito Manufacturing Co Ltd
Country Japan
Main products in 
auto part and 
component sectors

Various lamps, indicators, halogen bulbs, side turn signal lamps, fog lamps, auxiliary lights, discharge headlamp systems, signaling 
lamps, road traffic control systems, LED displays, hydraulic equipment

Locations/Markets The company operates production plants in Japan including Shizuoka Plant, Haibara Plant, Sagara Plant, and Fujikawa Tooling Plant.

Market power Strong product line in Automotive Lighting and Accessories and R&D capabilities.

Other information Koito Manufacturing Co., Ltd. (Koito or “the company”) is a manufacturer and distributor of automotive lighting equipment, aircraft parts, 
railroad car equipment, electronic equipment and other related products.

Source: MarketLine company profile, KPMG research

Company Name ZF Friedrichshafen AG
Country Germany

Main products in 
auto part and 
component sectors

Its products include transmission components, steering systems, chassis components, complete axle systems and modules. The 
company also offers products for construction vehicles such as wheel loader, mobile excavator, dumper, excavator loader, telescopic 
handler, compaction loader, grader, compactor, concrete mixer, and material handling systems.

Locations/Markets
Australia, Austria, Belgium, Bulgaria, Canada, China, Croatia, Denmark, France, Germany, Hungary, India, Indonesia, Iran, Ireland, 
Italy, Japan, Luxembourg, Malaysia, Netherlands, Philippines, Poland, Portugal, Romania, Russia, South Korea, Spain, Switzerland, 
Taiwan, Thailand, Turkey, Ukraine. etc.

Market power Operational network (operations across 230 locations) and strong R&D capabilities.

Other information ZF Friedrichshafen AG (ZF) is an automotive company which manufactures and markets automotive parts for the automotive industry.

Source: GlobalData company profile, KPMG research
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Company profiles (6/9)
Description of major players

Company Name Autoliv, Inc.
Country Sweden
Main products in 
auto part and 
component sectors

Airbags, steering wheels, restraint electronics, seat belts, and active safety systems such as radar, night vision systems, and camera 
vision systems.

Locations/Markets
Argentina, Australia, Belgium, Brazil, Canada, China, Czech Republic, Estonia, France, Germany, Hungary, India, Indonesia, Italy, 
Japan, Malaysia, Mexico, Netherlands, Philippines, Poland, Romania, Russia, South Africa, South Korea, Spain, Sweden, Taiwan,
Thailand, Tunisia, Turkey, United Kingdom, United States

Market power Dominant position in safety systems and operational network (78 production facilities, 19 crash test tracks and 22 technical centers).

Other information Autoliv, Inc. (Autoliv) is a provider of automotive safety solutions. The company operates through more than 78 component plants and 
assembly plants in 27 countries. 

Source: GlobalData company profile, KPMG research

Company Name Federal-Mogul Holdings LLC
Country United States
Main products in 
auto part and 
component sectors

Engine bearings, industrial bearings, bushings and washers, dynamic seals, bonded piston seals, combustion and exhaust gaskets, 
static gaskets and seals, rigid heat shields, element resistant sleeving, flexible heat shields, lighting, light vehicle and commercial 
vehicle disc pads, commercial vehicle full length linings and half blocks, railway brake blocks, chassis, wipers.

Locations/Markets
Argentina, Australia, Belgium, Bermuda, Brazil, Canada, China, Costa Rica, Czech Republic, Egypt, France, Germany, Hong Kong,
Hungary, India, Italy, Japan, Mexico, Peru, Poland, Russia, South Africa, South Korea, Spain, Sweden, Switzerland, Thailand, Turkey, 
United Arab Emirates, United Kingdom, United States, Venezuela.

Market power Manufacturing and distribution network (87 manufacturing facilities located in 19 countries) and strong R&D capabilities.
Other information Federal-Mogul Holdings LLC is a manufacturer and supplier of powertrain products and safety technologies.

Source: GlobalData company profile, KPMG research
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Company profiles (7/9)
Description of major players

Company Name Gentex Corporation
Country US
Main products in 
auto part and 
component sectors

Under the Automotive Products segment company provides interior auto-dimming mirror, the auto-dimming headlamp control mirror, 
automatic-dimming mirror. It also offers compass, microphones; HomeLink, lighting assist and driver assist forward safety camera 
systems.

Locations/Markets China, France, Germany, Japan, Republic of Korea, Sweden, the UK and the US

Market power Product offering and strong financial performance

Other information Gentex Corporation (Gentex) is a leading supplier of optical, advanced chemical, and electronic products for the global automotive 
industry.

Source: MarketLine company profile, KPMG research

Company Name Valeo SA 
Country France
Main products in 
auto part and 
component sectors

Lighting systems, transmissions, engine cooling equipment, electrical systems, electrical accessories, braking, engine management, 
switches, security systems, climate control compressors, and modules.

Locations/Markets
Argentina, Belgium, Brazil, China, Czech Republic, Egypt, France, Germany, Hungary, India, Indonesia, Iran, Ireland, Italy, Japan, 
Luxembourg, Mexico, Morocco, Netherlands, Norway, Poland, Portugal, Romania, Russia, Slovakia, Slovenia, South Africa, South 
Korea, Spain, Sweden, Turkey, United Kingdom, United States

Market power Operational network (as of December 2016, the company operated 155 manufacturing plants, 58 research and development centers,
and 15 distribution platforms in 32 countries).

Other information Valeo SA is an automotive technology company

Source: GlobalData company profile, KPMG research
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Company profiles (8/9)
Description of major players

Company Name Johnson Controls International Plc

Country Ireland

Main products in 
auto part and 
component sectors

Energy-management systems, security systems, fire detection systems and fire suppression solutions, lead-acid automotive batteries 
for passenger car, light truck, and utility vehicle. The company also provides advanced battery technologies to power start-stop, hybrid, 
and electric vehicles.

Locations/Markets
Antigua and Barbuda, Argentina, Australia, Austria, Azerbaijan, Belgium, Brazil, Canada, Chile, China, Colombia, Costa Rica, Croatia, 
Cyprus, Czech Republic, Denmark, Egypt, Finland, France, Germany, Greece, Grenada, Guatemala, Guyana, Hong Kong, Hungary, 
Iceland, India, Indonesia, Ireland, Israel, Italy, Jamaica, Japan, Mexico, Netherlands, Pakistan, Philippines, Poland, Portugal, Romania, 
Russia, Slovakia, South Korea, Ukraine, United Arab Emirates, United States, Uzbekistan, Vietnam.

Market power Operational Capabilities

Other information Johnson Controls International Plc (Johnson Controls) is a diversified technology and multi industrial company. It creates intelligent 
buildings, integrated infrastructure, efficient energy solutions, and next generation transportation systems.

Source: GlobalData company profile, KPMG research
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Company profiles (9/9)
Description of major players

Company Name Plastic Omnium

Country France

Main products in 
auto part and 
component sectors

Company designs and distributes plastic and composite painted exterior components, bodywork modules, fuel storage and supply 
systems including bumpers and front-end assemblies, body panels and spoilers, rear closure systems, semi-structural and structural 
parts and other front-end modules.

Locations/Markets Belgium, China, France, Germany, Italy, Netherlands, Poland, Portugal, Romania, Slovakia, Spain, Sweden, Switzerland, Turkey,
United Kingdom

Market power Strong R&D, global manufacturing capability (the company operates 127 production plants across 31 countries)

Other information Plastic Omnium manufactures and sells automotive components and high-technology products.
Source: GlobalData company profile, KPMG research

Company Name Lear Corporation

Country US

Main products in 
auto part and 
component sectors

Seat covers and surface materials such as leather and fabric, seat structures and mechanisms, seat foam, headrests, terminals and 
connectors, junction boxes, high power components for hybrid and electric vehicles and electronic control modules. Lear serves every 
major automaker in the world. Some of its customers include Ford, General Motors, and BMW.

Locations/Markets Argentina, Austria, Belgium, Brazil, Canada, China, Czech Republic, France, Germany, Honduras, Hungary, India, Italy, Japan, 
Malaysia, Mexico, Netherlands, Poland, South Korea, Spain, Sweden, Thailand, Tunisia, United Kingdom, United States, Vietnam

Market power Manufacturing capabilities (257 manufacturing, engineering and administrative locations in 39 countries)

Other information Supplier of full-line automotive seat systems, electrical distribution systems, and electronic products..
Source: GlobalData company profile, KPMG research
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Glossary of terms

1H 2018 1 January 2018 to 30 June 2018

CAGR The compound annual growth rate

CIS The Commonwealth of Independent States

DCFTA Deep and Comprehensive Free Trade Area

DTT Double Tax Treaty

EFTA European Free Trade Association 

EU European Union

FDI Foreign Direct Investment

FIZ Free Industrial Zone

FTA Free Trade Agreement

GDP Gross Domestic Product

GEL Georgian Lari, official currency of Georgia

GoG Government of Georgia

GSP+ Component of the European Union Generalised Scheme of 
Preferences for developing countries

n/a Not available

Km Kilometre

TCG Tax code of Georgia

USA United States of America

USD United States dollar

VAT Value Added Tax

WTO World Trade Organization
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General Information
Area 69,700 km2
Population * 3,729,600
Currency Georgian Lari (₾) (GEL)
GDP per capita 2017 4,047 USD
GDP real growth 2017 4.8%
Workforce * 1,948,400
Unemployment rate * 12.2%

— 3 international airports 
and two ports

— Anaklia Deep Sea Port is 
planned to open in 2020, 
that will be able to handle 
100 million tons of cargo 
per annum

— Railway link covering the 
whole territory of Georgia 
with easy access to the 
ports

— 4 free industrial zones

— Georgia is located at the crossroads of Western Asia and 
Eastern Europe, bounded to the west by the Black Sea, to the 
north by Russia, to the south by Turkey and Armenia, and to 
the southeast by Azerbaijan

— Due to its location Georgia offers direct access to European, 
Gulf Cooperation Council and CIS markets. Additionally, 
Georgia is the part of trans-Caspian corridor and is able to 
provide railway transportation to the Republic of China by the 
shortest route

— The capital and the largest city of Georgia is Tbilisi inhabited 
with around 30% of total population

— Georgia with its advantageous location plays an important role 
in linking the east to the west. The countries’ main facilities 
include:

‒ Black Sea ports – Batumi Sea Port and Poti Sea Port are 
already operating and Anaklia Deep Sea Port is planned to 
start operations in  2020;

‒ Railway - with the total length of 2,084 km, covers almost 
full territory of the country. During 1H 2018, cargo of around 
5 million tones were transported by the Georgian Railway to 
different countries. The railway network terminates at the 
Black Sea giving easy access to on-shipment of cargo to the 
Mediterranean basin and Europe;

‒ Road- total road lengths of 20,329 km through Georgia;

‒ Airports – three international airports in Tbilisi, Kutaisi and 
Batumi and two airports for domestic flights in Natakhtari 
and Mestia; and

‒ Free Industrial Zones – Georgia has 4 FIZ (Tbilisi, Poti and 
2 at Kutaisi) in which businesses are exempt from all tax 
charges, except for personal income tax

General overview
Overview of Georgia

Note:       * Population, workforce and unemployment rate as at 30 
September 2018

Source: National Statistics Office of Georgia

Note: International Airport
Port

Source: KPMG Analysis

FIZ FIZ

FIZ

Tbilisi
Kutaisi
Batumi, Poti, Anaklia 

 Country’s general information is as follows:
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— Manufacturing is the 
second largest sector 
with 10.8% of GDP 

— GDP has been growing at 
an average CAGR of 2.6% 
from 2015 to 2017

— Targeted rate of inflation 
of 3% for 2018-2020

Economic indicators
Overview of Georgia

Note: * Preliminary data for  1H 2018 
** Trade comprise of wholesale and retail trade; repair of motor vehicles, motorcycles and 

personal and household goods 
*** Industry comprise of manufacturing; mining and quarrying; electricity, gas and water 

supply and processing of products by households               
Source: National Statistics Office of Georgia

According to the National Bank of Georgia (NBG) the targeted 
inflation rate represents 3% for 2018-2020, as a result of 
introduction of the following policies: refinancing loans, one month 
open market operations (manage short-term interest rates on the 
interbank money market), standing facilities, certificates of 
deposits, operations with government securities, foreign exchange 
interventions, minimum reserve requirements and other 
instruments

Note:       * Average for the period from January to November 2018
Source: National Bank of Georgia

Note: *12 month average over the previous 12 month average, December to December
**12 month average over the previous 12 month average, November to November 

Source: National Statistics Office of Georgia 

Note: * Preliminary data for 1H 2018 
Source: National Statistics Office of Georgia

Inflation rate
Year Rate, %
2015* 4.0
2016* 2.1
2017* 6.0
2018** 3.0

3,755 

3,857 

4,047 

2,093 

2015

2016

2017

1H 2018 *

USD

GDP per capita, current prices

16%

17%

10%

9%
8%

8%

7%

6%

19%

GDP by Sector, 1H 2018*
Trade **

Industry ***

Transport and communication

Construction

Agriculture, hunting and forestry;
fishing
Public administration

Real estate, renting and business
activities
Health and social work

Other sectors

2.27 2.37 2.51 2.52
2.52 2.62

2.83 3.00

2015 2016 2017 November 2018*

G
EL

Average Exchange Rates 

USD EUR
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International Rankings of Georgia

Index Year Score (Out 
of 100)

World 
Rank

Regional 
Rank

Ease of doing 
Business 2019 83 6 N/A

Economic Freedom 2018 76 16 9

Corruption Perceptions 2017 56 46 1

Safety 2018 80 5 N/A

Credit Ratings

Credit Rating Agency Date Rating Outlook

Fitch 2018 BB- Positive

Moody's 2018 Ba2 Stable

S&P 2018 BB- Stable

— Ease of Doing Business –
6th place among 190 
countries worldwide

— Georgia’s credit ratings 
are stable and positive 

— No restrictions on 
repatriation of capital and 
profit 

— In case of investments of 
GEL300,000, a resident 
permit is provided to an 
investor and his/her 
family members

— Around 60% of 1H 2018 
FDI represents the 
following sectors: 
financial services, energy 
and construction sectors

— FDI in manufacturing 
sector comprised around 
USD63 million during 1H 
2018

— companies and property registration within 2 days and 1 day, 
respectively

— time for export documentary preparation of 2 hours and for 
border procedures of 15 hours 

Investments and International Rankings
Overview of Georgia

Source: Fitch Ratings, Moody’s, Standard & Poor’s

Note: Regional rank: Europe for Economic Freedom and Eastern Europe and Central Asia for 
Corruption Perceptions 

Source: The Heritage Foundation, Transparency International, Numbeo,  The World Bank

Source: National Statistics Office of Georgia

Source: National Statistics Office of Georgia


Key components for Ease of doing business 
rating: 

FDI by Country, 1H 2018

20%

19%

14%
12%

8%

27%

Azerbaijan

United Kingdom

Netherlands

Czech Republic

China

Other Countries

FDI by Sector, 1H 2018

26%

17%

15%

10%

9%

6%

17%

Financial sector

Energy sector

Construction

Transports and
communications
Manufacturing

Mining

Other sectors
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 Georgia benefits from zero 
import tax to EU for the 
selected Automotive parts, 
which otherwise ranges 
from 0% to 4.5% 

 Georgia is the only 
country in the region with 
FTAs  with China and the 
European Union

 Since June 2000, Georgia 
is a full-fledged member of 
the WTO, resulting in 
beneficial trade relations 
with the WTO member 
countries (164) 

 The EU grants Georgia 
GSP+ treatment, with duty 
free treatment for more 
than 7,000 products

 In addition to the listed 
FTAs, on 28 June 2018 
Free Trade Agreement 
between Hong Kong and 
Georgia was singed, which 
is supposed to enter into 
force by the end of 2018

The only specific requirement for selected top products in Phase I 
of the study, relates to mirrors. In order to obtain the certificate of 
origin, rear-view mirrors have to be manufactured from materials of 
heading 7001 (Glass; cullet and other waste and scrap of glass, 
glass in the mass).

On June 27, 2014 Georgia and the European Union signed the 
Association Agreement, including deep and comprehensive free 
trade area (DCFTA) – which apart from other areas considers 
removing customs duties on imports and exports of certain goods.
Standard import tax rates that are fully eliminated as a result of 
DCFTA vary by product and represent up to 4.5% for Auto parts.
For importing goods to the EU market, import duty is calculated 
according to the following factors: price of the goods, commodity 
code and country of origin of the goods, as well as any other 
specific limitations and requirements applicable to individual cases.
To benefit from this regime, the Rule of Origin must be fulfilled. The 
Origin means the “economic nationality” of the goods for 
international trade purposes. The Certificate of Origin is valid for 4 
months. According to the DCFTA, the goods are considered to 
meet the criteria of Rule of Origin, in case the below criteria  are 
met: 
— Materials used in manufacturing are entirely originated in 

Georgia or in the EU, or 
— In case materials used in manufacturing are not entirely 

originated in Georgia or in EU, then such materials have 
undergone sufficient working or processing in Georgia. This 
means:
1. The final product commodity sub code should be different 

from the code of used materials; and
2. Total value of imported materials used in manufacturing   

of the product should not exceed certain percentage of the 
ex-works price of the product. Depending on the product 
the limitation ranges from 25% to 40% for selected sub-
sectors of automotive parts

Overview of Preferential Trade Regimes (1/2)
Overview of Georgia


Deep and Comprehensive Free Trade 
Agreement with EU

Georgia has signed FTAs with China, Turkey and CIS, resulting in 
beneficial customs tax rates for export of goods

— China

Georgia and China have signed the FTA, which was ratified in 
November 2017 by the Parliament of Georgia (effective from 
January 1, 2018). Georgia became the 11th country which obtained 
free trade regime with the Republic of China, including Hong-Kong

— CIS countries, Ukraine and Turkey

Georgia has a multilateral free trade regime with CIS countries, 
which is regulated by the CIS multilateral agreement “on creating 
free trade zone” (1994). Georgia also concluded bilateral free trade 
agreements (FTA) with Turkey, Ukraine and several CIS countries. 
According to the FTA, specific goods are subject to income tax 
exemption, despite the TCG rules

— EFTA

The FTA between Georgia and European Free Trade Association 
(EFTA) entered into force on 1st September 2017. Based on the 
FTA the Parties abolish all customs duties on industrial products. 
The members of EFTA are Iceland, Norway, Switzerland and 
Liechtenstein. The rules of origin is the same as for DCFTA, see 
appendix 7 for selected top products

 Overview of Free Trade Agreements
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Country
Standard 
Customs 

duty
Criteria for the Certificate of Origin

Turkey Up to 4.5%

— Materials used in manufacturing should be entirely originated in Georgia,  or 
— In case materials used in manufacturing are not entirely originated in Georgia, then such materials have 

undergone sufficient working or processing in Georgia. This means:
1. The final product commodity sub code should be different from that of the imported materials; and
2. Total value of imported materials used in manufacturing of the product should not exceed certain 
percentage of the ex-works price of the product. Depending on the product the limitation ranges from 25% 
to 40%.

However, Automotive parts do not have a limitation on the usage of imported materials. 
The only specific requirement for selected top products in Phase I of the study, relates to mirrors. In order to 
obtain the certificate of origin, rear-view mirrors should to be manufactured from materials of heading 7001 
(Glass; cullet and other waste and scrap of glass, glass in the mass).

China From 2% to 
25%

1. Materials used in manufacturing should be entirely originated in Georgia, or
2. Total value of imported materials used in manufacturing of the product should not exceed 40% of the ex-
works price of the product, except those goods listed in Appendix II.
However, as per Appendix II, Auto parts do not have a limitation on the usage of imported materials. 
According to the FTA between Georgia and China, customs duties are generally eliminated, however there are 
certain products for which customs duties are eliminated gradually. Selected Automotive parts fall in the 
category for which the customs duties are eliminated upon the FTA sign off date (1 January 2018), except for 
the product under code N84136021 (electric gear pumps), for which the customs duty is eliminated gradually 
during 5 years as follows: Year 1) 8%; Year 2) 6%, Year 3) 4%; Year 4) 2%; Year 5) 0%.

CIS From 0% to 
30%

— Materials used in manufacturing should be entirely originated in Georgia,  or 
In case materials used in manufacturing are not entirely originated in Georgia, then such materials have 
undergone sufficient working or processing in Georgia. This means:
1. The final product commodity sub code should be different from that of the imported materials; and
2. Total value of imported materials used in manufacturing of the product should not exceed 51% of the ex-
works price of the product, 

Customs duty rates in CIS countries for selected automotive sub-sectors mainly range between 5%-15%, 
however some countries have no custom duties or rates up to 30% depending on auto products 

 Georgia benefits from zero 
import tax to Turkey, 
China and CIS for the 
automotive parts which 
otherwise may go up to 
30% for selected 
automotive sub-sectors

Overview of Preferential Trade Regimes (2/2)
Overview of Georgia
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Tax rates in Georgia
Personal income tax 20%
Corporate Profit Tax 15%*
VAT 18%
Customs/Import Tax 0%, 5% or 12%
Excise Tax per type of good 
Property tax (except land) Up to 1%

 New profit tax rule is 
effective from 1 January 
2017 according to which 
Profit taxation shifts from 
the moment of earning the 
profits to the moment of 
their distribution 

 Double taxation treaties 
with 54 countries

 Special customs regime 
for exporters Other tax rates in Georgia are as follows: 

— Withholding taxes for the payments made to non-residents 
related to interest, dividend and royalty is generally 5%

— Georgia doesn’t have social security, capital gains, wealth or 
inheritance tax

— Foreign-source income of individuals is fully exempted 
— No restrictions on currency convertibility or repatriation of 

capital and profit 
— VAT on Export/Re-export – The export/re-export of goods is 

exempt from VAT with a right to credit input VAT (i.e. like a 
zero-rated transaction)

— Inward Processing Customs Regime – If the goods of foreign 
origin undergo processing in Georgia and the product is 
obtained as a result of the processing is exported, no taxes are 
levied on this operation

— Land tax cost - The annual base tax rate depends on the type of 
the land and is calculated based on certain rates per hectare. 
The price of non-agricultural land plot is GEL0.24 (around 
USD0.096) per square meter, which further can be adjusted by 
a territorial coefficient not exceeding 1.5, determined by the 
local municipality

Overview of Georgian Taxation System
Overview of Georgia

Note: After 1st January 2017 the moment of taxation for profit tax is shifted from when profits are 
earned to when they are distributed

Source: Georgian Tax Code

— Tax and customs legislation is unified under one tax code and 
the collection of taxes and supervision of the tax environment is 
provided by the Georgia Revenue Service. All tax 
administration procedures and customs clearances are 
online/web-based

— On 13 May 2016 the Parliament of Georgia passed a bill on 
corporate income tax reform (referred to as the ‘Estonian model 
of corporate taxation’). Under these new rules the moment of 
taxation is shifted from when profits are earned to when they 
are distributed. These rules are effective starting 1 January 
2017 for all Georgian commercial entities and Permanent 
Establishments except financial institutions (such as banks, 
insurance companies, microfinance organisations, pawnshops) 
for which the law will become effective on 1 January 2023

— Goods brought into Georgia are subject to customs procedures. 
Import tax varies depending on the commodity code assigned 
to the goods to be imported and is generally calculated as a 
percentage (0%, 5% or 12%) of the tariff value (i.e. customs 
value). Commodity codes in Georgia are developed according 
to the international convention on Harmonized Commodity 
Description and Coding System

— Georgia has approximately 54 effective Double Taxation 
Treaties (DTTs), see Appendix 5 for the detailed list. The rules 
and procedures for the application of tax concessions set by the 
provisions of DTT is determined by the Minister of Finance of 
Georgia. According to the DTTs, the income is subject to 
exemption or lower rate withholding tax



Overview of labor 
force in Georgia
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 Unemployment rate of 
around 12%

 Active population the age 
of 15-64 years represents 
1,752,000 individuals

 Around 43% of population 
outside labor force is 
between the age of 20-60 
years, which means that 
additional 445,000 
individuals can be 
available in the country in 
addition to unemployed 
242,000 individuals within 
the same age range

Distribution of population and unemployment rate

Note:       * Imereti includes Racha-Lechkhumi and Kvemo-Svaneti Regions
Source: National Statistics Office of GeorgiaSource: National Statistics Office of Georgia

Note:        Population outside labor force represents individuals who did not work during last 7 days 
and was not actively seeking a job during last 4 weeks. Also a person who was seeking a 
job for the last 4 weeks, however in case of acceptance was not ready to start work for the 
next 2 weeks
*Data as at 30 September 2018

Source: National Statistics Office of Georgia

Source: National Statistics Office of Georgia

Overview of labor force in Georgia

Distribution of population aged 15 and older by economic 
status
000 2015 2016 2017 3Q 2018*
Total population above 15 
years 3,019 3,009 3,012 3,030
Active population (labor force) 2,018 1,996 1,983 1,948
Employed 1,734 1,717 1,707 1,711
Hired 798 801 824 876
Self-employed 928 910 882 835
Not-identified worker 8 6 1 1
Unemployed 284 279 276 237
Population outside labor force 1,001 1,013 1,029 1,082
Unemployment rate,% 14.1 14.0 13.9 12.2

Population by age, 1 January 2018
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Labor Code, amended in 2015
Legal Age 16 years old
Minimum wage no minimum wage requirements
Probationary 
period up to 6 months

Standard working 
hours 40 hours per week (48 hours for specific sectors*)

Overtimes and 
shifts

to be agreed between employer and employee. 
Rest time of minimum 12 hours between working 
days/shifts

Payment for 
overtimes

more than for standard hours, exact rate to be 
agreed between employer and employee

Holidays 24 working days paid and 15 days unpaid annually

Maternity leave Upon parties agreement but not more than 183 
calendar days paid

Termination by 
employer

1 month prior written notice and 1 month's salary or 
3-day prior written notice and 2 months' salary. 
Compensation within 30 calendar days of the 
contract termination

Under the Law on Labor Security, each company performing high-
risk, heavy, harmful and dangerous works, is liable to register 
respective activity in the Registry of Economic Activities in 
accordance with the procedures prescribed by applicable Georgian 
legislation and in the event of commencement, performance or 
suspension of such activities or/and amendment of any registered 
data. Automotive industry is one of the sectors for registration

 Georgia's score of Labor 
freedom index calculated 
by the Heritage foundation 
for the year 2018 is 77.3 
points out of 100, which is 
defined as mostly free

 Although average monthly 
nominal salary in 
Manufacturing sector is 
USD372, average monthly 
nominal salary in auto 
industry varies from 
USD268 to USD741, 
however the actual 
starting level of average 
gross salaries for auto 
industry amounts to 
USD240 identified during 
the interviews of the 
training centers and auto 
and auto parts distributor 
in Georgia

Labor Code and average monthly nominal earnings
Overview of labor force in Georgia  

Note: * Average of 1st and 2nd Quarters of 2018 earnings using USD/GEL average exchange 
rate for the period 2.47

Source: National Statistics Office of Georgia

Source: National Statistics Office of Georgia

Note:     * Specific sectors that may be relevant to the automotive industry represents manufacturing 
of products with metal  

Source: Georgian Labor Code

Average monthly nominal earnings of employees in auto 
industry in 2016, USD
Repair of cars and auto parts including installation 411
Sale of auto parts and accessories 365
Repair and maintenance of cars 268

Note: USD/GEL Average Exchange rates of 
year 2017 and period for 1H 2018 
were 2.509 and 2.47, respectively

Source: National Statistics Office of Georgia

Average monthly remuneration of employed 
persons in industry in 2017, USD
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Total 2,508 education 
institutions in Georgia:

— 2,085 public and 223 
private schools

— 83 public and 42 private 
vocational institutions 

— 20 public and 55 private 
higher education 
institutions

Higher education has three-cycles: bachelor, master and doctoral
levels. The types of higher education institutions in Georgia are as
follows:

— University – higher education institution implementing
educational programs of all three cycles of higher education
and research,

— Teaching University – Higher education institution implementing
program/ programs of higher education (except for doctoral
programs), and

— College – higher education institution implementing the
programs of only the first cycle of higher academic education
(bachelor programs)

Overview of general education system in Georgia
Overview of education system in Georgia

Education system in Georgia comprises of three levels: General,
Vocational and Higher education systems.

Source: National Statistics Office of Georgia

Vocational education is based on the vocational educational
standards.

Precondition for admission to the vocational education programs is
the basic level certificate (Atestate) of General Education. Upon
completing of vocational education the vocational diploma is issued
in the relevant field of study

 General Education System

General education comprises of 12 years study is carried out in
three levels:

— Primary education- 6 years of study,

— Basic education- 3 years of study, and

— Secondary education- 3 years of study.

Upon completing the Basic education and Full General education,
a Certificate (Atestate) is issued. General education is fully funded
by the Government of Georgia in State owned schools.

 Vocational Education System

 Higher Education Center

2,085 

42 20 
223 

83 55 

Schools Vocational institutions Higher education institutions

Educational Institutions

Public Private
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 Training courses are 
available both in eastern 
and western parts of 
Georgia

We have performed research of training centers (“centers”) in 
Georgia which train specialists in auto sector and identified 11 
training centers from different cities of Georgia: Tbilisi, Kutaisi, 
Batumi, Poti, Kobuleti, Akhaltsikhe and Gurjaani. See Appendix 6 
for the details.
Based on the interviews we identified that the average length of the 
below listed courses represents around 10-11 months:
— Automobile repairer- electric technician: provided by 3 centers 

in Tbilisi and Kutaisi,
— Engine repairer: provided by 8 training centers in different cities 

of Georgia (Tbilisi, Kutaisi, Batumi, Gurjaani, Poti), 
— Automobile mechanic: provided by 4 training centers in Tbilisi, 

Kutaisi and Akhaltsikhe, 
— Automobile diagnose: provided by one training center in 

Kobuleti.
Total capacity of the abovementioned individual training centers 
varies from 15 to 80 students that results in maximum of 600 
students per annum.
In addition, we have identified 14 training centers for electricity 
courses in different cities of Georgia: Tbilisi, Mtskheta, Batumi, 
Poti, Kutaisi, Akhaltsike, Amrolauri, Ozurgeti, Mestia, Tsalenjikha
and Gurjaani.
Timeframe of trainings vary per training center and methodology of 
the courses. Currently, program courses are fixed and students 
need to finish it fully to receive a certificate. The programs are 
mainly financed by the Government and special exams have to be 
passed by a candidate to become eligible for the program. The 
standard annual fee for the programs is up to GEL2,250 per 
annum

Overview of trainings
Overview of education system in Georgia  

Starting from 2019, the education method of training centers is 
changed and it will be based on modules rather than subjects. 
Under the new method, students will be able to take modules 
partially and will not be obliged to go through the whole course. 
Currently, the training centers are in process to implement the new 
educational method and receive authorization from the 
Government of Georgia.
As a result of our interviews, we identified that:  
— 6 out of 11 centers mentioned that they already started 

preparation process for implementation of the module based 
courses,

— 2 centers mentioned that they plan to implement the new 
system, but active preparation process has not started yet, and

— 3 training centers mentioned that they do not have plans 
regarding new model yet.

All the training centers mentioned that in case of request, they can 
develop special short-term training programs according to the 
customer’s requirements. The terms and cost of special short-term 
trainings vary upon the requirements.
In addition to the State financed training centers, a private training 
center-Tegeta Academy was opened by one of largest automobile 
and auto parts distributor as well as provider of repair and 
maintenance services- Tegeta Motors in 2013. Tegeta Academy 
mainly recruits and retrains staff for Tegeta Motors, however the 
Academy is in process to receive the authorization and will be able 
to develop special short-term trainings programs to an interested 
investor. The Academy’s maximum annual capacity represents 
1,200 students. The cost of the training as well as the period of the 
training will be based on the investor's requirements  

 Overview of training courses in Georgia
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Georgia has a history of 
production of auto, aircraft 
and locomotive products During Soviet Union period auto, aircraft and locomotive 

manufacturing companies were operating in Tbilisi and Kutaisi. The 
produced goods were exported to different countries within the 
Soviet Union.

Since the collapse of the Soviet Union, these enterprises stopped 
operations and/or redesigned the operating activities via 
manufacturing various spare parts.

Kutaisi Auto Mechanical Plant

The Plant was established on the basis of the former automobile 
factory, which functioned since 1945. The factory produced 8 
models of auto trucks and 3 models of trailers. Currently, the 
factory produces different spare parts for agricultural products; 
ropeway, railway and mining products; spare parts for cement and 
rubber processing. 

Locomotive manufacturer company –
Elmavalmshenebeli

The Georgian locomotive manufacturer was incorporated in 1939 
and produced electric locomotives. Currently, Locomotive 
manufacturer company- Elmavalmshenebeli assemblies electric 
locomotives. 

In September 2018, in the framework of Georgia-Czech Business 
Forum, it has been announced that Elmavalmshenebeli and Skoda 
Electrician are jointly creating a double tact and eight-axis 
induction motor locomotive.

Tbilisi Aircraft Manufacturing (TAM)
TAM was established in 1941. During Soviet Union, TAM was 
producing various types of fighter aircrafts, two-seater fighter-
trainer aircraft, air-to-surface guided missile, Su25 - close support 
aircraft with different variations.
Currently, TAM’s main activities comprise production, 
modernization, overhaul and repair of military aircrafts and 
production of different military products.

Overview of automotive industry in Georgia

Recent developments of manufacturing industry
In the recent years, Georgia saw gradual revival of the 
manufacturing industry. Aero-Structure Technologies Cyclone 
(ATC),  joint venture between the Israeli electronics firm Elbit 
Systems and the Georgian state-owned Partnership Fund 
opened in 2018. Currently, ATC employs around 100 persons 
and plans to employ up to 300 people within next few years, 
trained by Israeli specialists at Elbit’s facility. The first customer 
will be Elbit Systems, who will be supplied by carbon-fiber 
beams for the aircrafts products starting from 2019


Overview of historical development of 
automotive industry in Georgia

Currently, there is no active production of automotive parts in 
Georgia. The automotive industry mainly comprise of auto and 
auto parts distributors such as Tegeta Motors, Mate Motors, etc. 
The distributors also re-export auto and auto parts to nearby 
countries, such as Azerbaijan, Armenia, etc. 
In addition, to the above-mentioned official distributors of 
worldwide known brands, there are individual entrepreneurs  
whose business model comprise of import of crashed cars to 
Georgia from USA, EU and Japan, repair and sale either in 
Georgia or in the neighborhood countries: Azerbaijan, Armenia.

 Overview of major players 
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— Export of motor cars and 
auto parts comprise of re-
exported products since 
there is no active auto 
and auto products 
manufacturing in Georgia

— Re-export of auto parts 
selected in phase 1 of the 
study has been growing 
at an average CAGR of 
27% from 2015 to 2017 
and top re-export country 
is Azerbaijan

— Re-export of cars from 
Georgia has been 
growing at an average 
CAGR of 9.4% from 2015 
to 2017 and top re-export 
countries are Azerbaijan 
and Armenia

Export trends
Overview of automotive industry in Georgia

Source: Trade Map

Source: Trade Map
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Export of auto parts

USD'000 2015 2016 2017

Brake pads - - 16

Drive-axles with differential 74 78 211

Air bags 9 8 45

Air conditioners 1 1 17

Pumps 131 278 382

Lighting equipment 202 275 163

Radiators 67 115 163

Bumpers 113 203 111

Mirrors 14 22 11

Ignition coils 45 72 88

Electrical vehicle batteries 344 140 946

Interior parts 1,149 1,248 2,295

Seats for motor vehicles - - 4

2,149 2,440 4,452



Overview of access 
to finance and 
support mechanisms
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Companies investing in 
Georgia benefit from support 
with access to finance, both 
equity and debt

Access to finance
Overview of access to finance and support mechanisms

The Government of Georgia proposes the following incentives in order to encourage business initiatives and export: 

— Produce in Georgia 

The state program “Produce in Georgia” is being implemented by the initiative of the GoG. The program aims to develop and support the 
entrepreneurship, as well as creation of new enterprises and increasing the export potential of the country. In addition, the program aims 
at encouraging manufacturing and agriculture industries in Georgia, and it offers two main incentives: financial resources and 
infrastructure (land, building, etc.):

— Support with financial resources: If a company borrows GEL denominated loan from a bank (GEL150,000-GEL5,000,000), the GoG 
will provide interest expense financing up to 10% for 2 years, including partial collateral guarantee (up to 50% but not exceeding 
GEL2,500,000). In addition, GoG provides co-financing of the annual interest rate for leases between GEL100,000-GEL5,000,000 up 
to 12% and for the first 2 years

— JSC Partnership Fund

JSC Partnership Fund (PF) is a state owned investment fund incorporated in 2011, with the main objective to promote investment in 
Georgia by providing co-financing (equity, convertible/non-convertible loans) in projects in their initial stage of development with the 
following criteria: 

— A potential investor should possess financial resources in the form of equity to co-fund proposed investment project

— PF participation should not exceed 50% of the total investment

— Exit period of 3-7 years, as per proposed investment projection
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Free of charge transfer of 
immovable property is one of 
the support mechanisms for 
the companies investing in 
Georgia

Infrastructural support
Overview of access to finance and support mechanisms

In addition to the loan financing, described in the previous slide, 
state program “Produce in Georgia” provides infrastructural support 
as follows.

— GoG provides state owned immovable property free of 
charge to companies with investment obligations for new 
projects (new factory or enlargement of existing one with 
investment obligations that are subject of specific 
cases). Investment obligation states that the enterprise should 
invest at least 6 times more than the market price of the 
property in Tbilisi and 4 times more than the market price of 
the property in regions

Under the program of the Government of Georgia -Enterprise 
Georgia, land plots listed on the webpage of the National Agency 
of State Property can be purchased at the symbolic price of 
GEL1

The beneficiary of the program should be a non-government legal 
entity registered in compliance with the “Law of Georgia on 
Entrepreneurs” and the end product of the enterprise should be 
listed on the program priority list approved by the GoG.
Manufacturing is the main sector for infrastructural support 
provided my “Produce in Georgia”

For the approval of the state property transfer to a business 
entity requirements listed below should be met in addition to 
the investment obligation volume:

— Enterprise should be registered and start operation within 2 
years after the issuance of the relevant Act of the Government 
of Georgia

— Minimum 25% of the total investment calculated using the 
method described above should be made in the first year, the 
rest of the investment  till the end of second year

— No changes are allowed in the production profile during the first 
two years

— During the first year output of the enterprise should be not less 
than 25% of the projected annual output and 50% during the 
second year

— Upon submission of the documentation to the National Agency 
of the State property, an irrevocable bank guarantee equivalent 
to 10% of the investment with validity period of 30 months has 
to be presented
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Four Free industrial Zones in 
capital of the country as well 
as in the regions provide the 
following benefits to 
companies registered in FIZ: 

— Tax Free Environment

— Simplified Procedures

— Transactions in any 
currency 

Overview of Free Industrial Zones in Georgia
Overview of access to finance and support mechanisms

Tax Benefits for FIZ

Rate for FIZ General rate in 
Georgia

Profit Tax 0% 15%*

VAT 0% 18%

Property Tax 0% up to 1%

Import Tax 0% up to 12%

Dividend Tax 0% 5%

Personal Income Tax 20% 20%

Note: After 1st January 2017 the moment of taxation for profit tax is shifted from when profits are 
earned to when they are distributed

Source: Tax Code of Georgia, Law of Georgia on Free Industrial Zones

As mentioned earlier in this report, there are 4 FIZs in Georgia 
located in:
— Tbilisi – the capital of Georgia (with an access to international 

airport, railway and main road),
— Poti (with an access to port and main road) and
— 2 FIZs at Kutaisi – connecting hub between Tbilisi and black 

sea ports (with an access to international airport, railway and 
main road).

Companies operating in FIZs are exempt from all taxes except the 
Personal Income Tax (paid from employee's salaries)

 Free Industrial Zones in Georgia

— A FIZ enterprise may be an enterprise of any legal structure 
and any form of ownership registered within the FIZ 
according to the enterprise registration norms defined by the 
legislation of Georgia

— Production and processing of any goods are permitted 
(exceptions: arms and ammunition, nuclear and radioactive 
substances, narcotic and psychotropic substances, tobacco 
products and/or tobacco raw materials)

— Accounts within the FIZ are permitted to be settled in any 
currency

— For goods produced within the FIZ appropriate certificate of 
Georgian origin of goods is granted

— Exemption from majority of licenses/permits
— If a company imports products from FIZ to other territory of 

Georgia, it has to pay VAT and 4% of revenue from national 
sales

 Benefits for Free Industrial Zones



Selection of sub-sectors 
with investment potential 
for manufacturing in 
Georgia
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In order to select 4 sub-sectors out of the selected 13 sub-sectors, the following criteria
have been used:

FTA advantages
Those sub-sectors whose manufacturing requires only commodity sub-code change in
case of imported materials are preferred to the ones whose manufacturing requires
commodity sub-code change as well as lower percentage of imported materials used in
production.

Availability of raw materials in Georgia and/or neighboring countries
Preference is given to sub-sectors requiring raw materials available in Georgia and/or
neighboring countries.

Possibility to combine with other products

Sub-sectors of auto parts that can be produced together and sold as a system are given
priority. However, for the purpose of our financial analysis we assumed separate plants.
Thus, combination of products would affect the key profitability factors presented in Phase
3 of the study

Size of secondary markets in Georgia and neighboring countries
Preference is given to those sub-sectors that can potentially be sold in secondary markets
in Georgia and neighboring countries.

Based on the listed criteria, as well as interviews with local market players, the
following sub-sectors were selected for further analysis:
— Brake pads
— Air bags
— Air conditioners
— Radiators

Selection of sub-sectors with investment potential for manufacturing 
in Georgia

Source: KPMG Analysis

Selected sub-sectors

N Automotive parts

1 Brake pads

2 Drive-axles with differential

3 Air bags

4 Air conditioners

5 Pumps

6 Lighting equipment

7 Radiators

8 Bumpers

9 Mirrors

10 Ignition coils

11 Electrical vehicle batteries

12 Interior parts

13 Seats for motor vehicles



Selection of potential 
target countries and 
manufacturing 
companies
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Potential countries and companies to be targeted for investment 
attraction

Targeting for investment attraction to Georgia 

Countries China, Japan, Czech Republic, Sweden, Germany and France have been selected as potential investors for Georgia based on 
the following factors:

— The development level of the automotive parts’ sectors in the selected countries - all the selected countries are regional leaders in the 
sectors of automotive parts;

— The perspective of expanding in Georgia - the existence of producing companies, which are global groups and are potential investors for 
Georgia – All the selected countries have local companies, which are potential investors for Georgia;

— The perspective of benefiting from the Georgia’s advantageous geographical position - China and Japan;
— The perspective of benefiting from Georgia’s FTA’s, in particular the DCFTA with EU - China, Japan;
— The perspective of benefiting from the low employee related taxes, as well as, low labor and utility costs - France, Germany, Sweden and 

Czech Republic; and 
— Having outward investment in Georgia. 

The developing countries are forecasted to have the biggest markets of automotive parts. The growing trend of the demand is mainly 
associated with the higher proportion of old cars and poor infrastructure in those countries, which stimulate the need of modernizing and 
repairing the old vehicles. 
According to the GAES conducted by KPMG in 2018, China is no longer just a hub merely focused on volume growth in the automotive world, 
but the country is also outstripping mature markets in regard to new business model innovation launches. An increasing number of executives 
rank China among the first mover countries to launch new mobility services and execute new data-driven business models. 
The list of potential investor companies mainly include leading global brands (see the detailed analysis in the Phase 1 analysis) aiming at 
expanding their operations in low labor cost countries, consequently there is a high prospective that those companies would prefer to benefit not 
only from low labor and utility costs but also favorable geographical position and trade privileges offered by Georgia. 
The list of biggest suppliers/manufacturers in the selected countries, which also include global group representatives/subsidiaries, is presented 
in the following slides:
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Suppliers of air bags

N Company Country Group

1 Fujian Guanlean Automotive Parts Industry Co., Ltd. China, Fuqing n/a
2 Nexteer Lingyun Driveline (Zhuozhou) Co., Ltd. China, Zhuozhou n/a
3 Pos-Austem Suzhou Automotive CO., LTD. China, Kunshan n/a
4 Shenyang Spicer Drive Shaft Co., Ltd. China, Shenyang n/a
5 Wuhan Jinfeng Auto Parts Co., Ltd. China, Wuhan n/a

6 Denso Corporation Japan, Kariya, Aichi 
Prefecture Denso

7 Takata Corporation Japan, Tokyo Takata
8 OHASHI TECHNICA INC. Japan, Minato-Ku n/a
9 YAZAKI CORPORATION Japan, Minato-Ku YAZAKI

10 YELLOW HAT LTD. Japan, Chuo-Ku n/a
11 Toyoda Gosei Co., Ltd. Japan, Tokyo Toyota

12 ZF Friedrichshafen AG Germany, 
Friedrichshafen ZF

13 Faurecia France, Nanterre Faurencia

14 Autoliv Inc. Sweden, Stockholm Autoliv

Suppliers of brake pads
N Company Country Group

1 NIPPON RIKA KOGYOSHO CO., 
LTD. Japan, Shinagawa-Ku n/a

2 AKEBONO Brake Industry Japan, Nihonbashi, Chuo-ku, 
Tokyo

Akebono Brake 
Industry

3 TMD FRICTION Japan, Nihonbashi, Chuo-ku, 
Tokyo

Nisshinbo 
Group

4 Hangzhou Annat Industry Co., 
Ltd. China, Fuyang City, Zhejiang n/a

5 Rock Friction Material China, Chengdu City, Sichuan n/a

6 Continental Aktiengesellschaft Germany, Hannover Continental

7 FTE automotive GmbH Germany, Ebern FTE Automotive

8 Robert Bosch GmbH Germany, Gerlingen Bosch

9 MAT FRICTION NOYON SAS France, Noyon MAT Holdings

10 PRECISION COMPONENTS 
INDUSTRIES

France, SAINT NICOLAS 
D'ALIERMONT n/a

11 VALEO France, Paris 17 n/a

12 Skoda Czech Republic, Mladá Boleslav Skoda

List of suppliers/manufacturers of brake pads and air bags
Targeting for investment attraction to Georgia

Source: ITC

Source: ITC
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List of suppliers/manufacturers of air conditioners and radiators
Targeting for investment attraction to Georgia

Suppliers of air conditioners
N Company Country Group

1 Nanjing Aotecar New Energy 
Technology

China, Nanjing n/a

2 Sanden Huayu Automotive Air-
Conditioning Co. Ltd China, Shanghai n/a

3 Xiezhong International China, Nanjing n/a

4 Mitsubishi Corporation Japan, Tokyo Mitsubishi

5 Toyota Industries Corp. Japan, Tokyo Toyota

6 Denso Japan, Kariya, Aichi Prefecture Denso
7 Calsonic Kansei Corporation Japan, Saitama n/a

8 Dometic Group AB Sweden, Solna Domestic

9 I.G. Bauerhin GmbH Germany, Gründau n/a

10 KONVEKTA AG Germany, Schwalmstadt n/a

11 MAHLE Behr Kirchberg GmbH Germany, Kirchberg MAHLE

12 Truma Gerätetechnik GmbH & Co. KG Germany, Putzbrunn n/a

13 VALEO France, PARIS 17 Valeo

14 SANDEN France, Tinténiac n/a

Source: ITC

Source: ITC

Suppliers of radiators
N Company Country Group

1 Dandong Vision Industry Group Co., Ltd. China, Donggang City, 
Liaoning

Dandong Vision 
Industry

2 T.Rad Co., Ltd. Japan, Shibuya-Ku, 
Tokyo T.Rad

3 Calsonic Kansei Japan, Saitama Calsonic Kansei
4 Autokühler GmbH & Co. KG Germany, Hofgeismar AKG

5 AKG Thermotechnik International GmbH 
& Co. KG Germany, Hofgeismar AKG

6 Carl Werthenbach GmbH & Co. KG 
Konstruktionsteile Germany, Langenhagen Werthenbach

7 Haugg Kühlerfabrik GmbH Germany, Aachen Haugg
8 Schmöle GmbH Germany, Fröndenberg n/a

9 AKG Thermotechnik GmbH & Co. KG Germany, 
Dortmund AKG

10 Salzmann Kühler GmbH Germany, Rielasingen-
Worblingen AKG

11 Welte-Wenu GmbH Germany, Neu-Ulm Welte

12 Schwarzwälder Metallwarenfabrik Haugg 
GmbH Germany, Triberg Haugg

13 VALEO SYSTEMES THERMIQUES
France, REIMS, LA 

VERRIERE, LA SUZE 
SUR SARTHE, LAVAL

Valeo

14 SWEP International AB Sweden, Landskrona n/a
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Glossary of terms

1H 2018 1 January 2018 to 30 June 2018

CAGR The compound annual growth rate

CIS The Commonwealth of Independent States

DCFTA Deep and Comprehensive Free Trade Area

DTT Double Tax Treaty

EU European Union

FDI Foreign Direct Investment

FIZ Free Industrial Zone

FTA Free Trade Agreement

GDP Gross Domestic Product

GEL Georgian Lari, official currency of Georgia

GoG Government of Georgia

GSP+ Component of the European Union Generalised Scheme of 
Preferences for developing countries

n/a Not available

Km Kilometre

TCG Tax code of Georgia

USA United States of America

USD United States dollar

VAT Value Added Tax

WTO World Trade Organization
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Abbreviations and Glossary of Terms
Benchmark analysis of Georgia with competitor countries

Source: Economic Intelligence Unit

Note:    *Average exchange rate for 10 months (January-October 2018)

KPMG, we, our KPMG Georgia LLC

Median The value in the middle of a set of data; 
that is, half the values are greater than 
the median, and half values are less

Glossary of termsAbbreviations

Average exchange rates

2016 2017 Oct 2018*

USD/MDL 19.92 18.49 16.73

USD/RON 4.06 4.05 3.91

USD/UAH 25.55 26.60 27.16

USD/VND 22,355 22,705 22,963

USD/TRY 3.02 3.65 4.74

USD/GEL 2.37 2.51 2.51

USD/EUR 0.90 0.89 0.84

CIS Commonwealth of Independent States

EU European Union

EUR Euro

GDP Gross Domestic Product

GEL Georgian Lari

kWh Kilowatt hour

m3 Cubic meter

MDL Moldovian Leu

PLN Polish Zloty

RON Romanian Leu

TRY Turkish Lira

UAH Ukrainian Hryvnia

USD United States Dollar

VAT Value-added Tax

VND Vietnamese Dong
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For the purpose of benchmark analysis we selected comparative countries to Georgia, namely Moldova, Romania, Ukraine, Vietnam and 
Turkey, by taking into account the following factors:

— Geographical position – geographically close countries, such as Turkey, can be serious competitors for Georgia;
— GDP per capita – countries with comparable GDP per capita in EU and CIS are selected, in order to be able to compare economies that 

have close development levels to that of Georgia, such as Ukraine, Moldova and Romania;
— Manufacturing level of branded products – countries which have low labor costs and are preferable destinations for global brands to 

expand their operations, such as Vietnam.

The list of countries included in the benchmark analysis has been agreed with the client. The results of the analysis show Georgia’s position 
among the selected countries and their median for each indicator.

The table below illustrates the indicators which have been analyzed.

Executive Summary (1/3)
Benchmark analysis of Georgia with competitor countries

Indicators used in the benchmark analysis

Available information

Working regime Remuneration Utility costs
Working hours per month Minimum wage Electricity tariff

Working days per month Country average salary in manufacturing sector Water tariff

Number of holidays Country average salary in auto industry

Number of vacation days

Paid maternity leave duration

Unpaid maternity leave duration
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Based on the results of the conducted benchmark analysis Georgia has the 
following competitive advantages:

Executive Summary (2/3)
Benchmark analysis of Georgia with competitor countries

Low labor costs, Georgia’s average salary in manufacturing sector is close to the median of the benchmark analysis and is 74% lower than in
the neighbor country – Turkey

Flexible regulations in terms of minimum wage, overtime salary, maternity leave compensation and hiring temporary employees in Georgia

No restrictions in terms of hiring foreign-citizen employees

Low tax rates, the total rate of the personal taxes, social and insurance contributions currently are capped at 20% in Georgia, which is the
lowest among the competitor countries

Despite a thorough on-desk research was conducted to collect the data needed for the benchmark analysis, due to the unavailability of the
required information in the public sources, some of the indicators are not included in the benchmark analysis. The indicators are as follows:

Indicators not included in the analysis

Utility costs

Unavailable information
Averaged indicator of utility expenses-electricity per sq. m.

Averaged indicator of utility expenses-water per sq. m.
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Working regime Working regime Remuneration Utility costs

* Number of working days per month in Georgia is agreed between the employer and the employee. Rest time of minimum 12 hours between working days/shifts
** In Georgia no minimum wage is set by the Government
*** According to the Labor code of Georgia, it is Government-paid and the private companies are not obliged to pay for the maternity leave  

Executive Summary  (3/3)
Summary of the benchmark analysis results is as follows:

Benchmark analysis of Georgia with competitor countries

137

Min Max

Median
156

486

Minimum wage, USD**

243

Min Max

Median
360

1,414

Average salary in manufacturing 
sector, USD, 2018

Georgia
372

Min Max

Median
0.07

0.11

Electricity tariffs, USD, 2018

Georgia
0.07

Min Max

Median
1.34

2.45

Water tariffs, USD, 2018

Georgia
1.49

0.55

Min Max

Median
160 Georgia

160 192

Number of working hours per 
month

8

Min Max

Median
10

Georgia
15

Number of public holidays per 
year

Min Max

Median
20

24

Number of working days per 
month*

6

Min Max

Median
29

Georgia
24

34

Unpaid maternity leave 
duration, months

344

Min Max

Median
484

1,560

Average salary in Auto industry, 
2018

Georgia
491

12

Min Max

Median
20

Georgia
24

Number of vacation days per 
year

28 0.06

Min Max

Median
4

6

Paid maternity leave duration, 
months***
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The number of public holidays in the analyzed countries ranges from 
8 to 15 days per year.

Georgia has the highest number of holidays (15 days) compared to 
the analyzed countries. Georgia’s position is 50% higher than the 
median and 87.5% higher than the minimum value. 

Working hours, vacations and public holidays
Benchmark analysis of Georgia with competitor countries

Source: Labor code of each country
*Note: The number of working days per month is based on the assumption that there are 4 working weeks per month

According to the Labor codes of the selected countries the working 
hours per month equal to 160 hours in Moldova, Romania, Ukraine 
and Georgia. In contrast, Vietnam and Turkey have more working 
hours per month equaling to 192 hours and 180 hours 
correspondingly. The indicator “working days per month” equals to 20* 
for the countries Moldova, Romania and Ukraine, while the same 
indicator equals to 24 for Vietnam. The legislation of Turkey does not 
fix working days in a month, while in case of Georgia the number of 
working days per month should be agreed between the employer and 
employee given that rest time of minimum 12 hours is provided 
between working days/shifts. 

Vietnam has the fewest number of vacation days equaling to 12 
working days, while the indicator is the highest in Moldova equaling to 
28 working days. Georgia and Ukraine have 24 vacation days, 
Romania has 20 vacation days, while in case of Turkey the number of 
vacation days is based on the years of experience:

— 1-5 years of experience - 14 vacation days, 

— 5-15 years of experience - 20 vacation days, 

— 15 years inclusively or more years of experience - 26 vacation 
days
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8
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0

5

10

15

Georgia Moldova Romania Ukraine Vietnam Turkey

da
ys

Number of public holidays per year



185© 2018 KPMG Georgia LLC, a company incorporated under the Laws of Georgia; a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative 
(“KPMG International”), a Swiss entity. All rights reserved.

Minimum wage and average salary in the manufacturing sector
Benchmark analysis of Georgia with competitor countries

The minimum wage in the analyzed countries ranges from USD 137 to USD 
486 per month. In Georgia, no minimum wage is set. The median value is 
USD 156.
The average salary in the manufacturing sector in the analyzed countries 
ranges from USD 243 to USD 1,414 with a median value of 360. Georgia’s 
average salary in the manufacturing sector is USD 372, that is about 74% 
lower than the maximum value and 54% higher than the minimum value. 
The average salary in the Auto industry in the analyzed countries ranges from 
USD 344 to USD 1,560. Georgia’s average salary in the Auto industry is USD 
491, which is 1% higher than the median value and 67% lower than the 
maximum value. In addition, as a result of interviews held with training centers 
and auto and auto parts distributor in Georgia, actual starting level of average 
gross salary amount to USD 240, which is 30% lower than the minimum value

Source: (1) Labor code of each country    (2) gov.md,   (3) Romania-insider.com,    (4) contactukraine.com,      
(5) Vietnam-briefing.com Source: (1) statistica.md,   (2) t-times.ro,   (3) ukstat.org,   (4) paylab.com,   (5) KPMG analysis

Note:     *As at December 2017
**Exchange rate used - average of 4 months 2018 as at April 2018 USD/UAH 26.24

***As the General Statistics Office of Vietnam doesn't publish the average salaries by the type of 
economic activity, presented salary of USD 370 is an average salary for the automotive technician in Vietnam 
as per the Mien Nam College research

Source: (1) tradingeconomics.com,   (2) ukstat.org,   (3) salaryexplorer.com,   (4) KPMG analysis
Note:   *Exchange rate used - average of 4 months 2018 as at April 2018 USD/UAH 26.24

**Exchange rate used – average of 3 months 2018 as at March 2018 USD/VND 22,734
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Paid and unpaid maternity leave duration
Benchmark analysis of Georgia with competitor countries

Source: (1) Labor code of each country
Note: According to the Labor code of Vietnam the duration of unpaid maternity leave may be agreed by the 
employee and the employer and no limit is set by the legislation 

The duration of the paid maternity leave in the analyzed countries 
ranges from 4 to 6 months. The median equals to 4 months.

According to the Labor code of Georgia, it is Government-paid 
(capped at GEL 1,000) and the private companies are not obliged 
to pay for the maternity leave. 

The duration of unpaid maternity leave in the analyzed countries 
ranges from 6 to 34 months. According to the Labor code of 
Vietnam, employer is not obliged to provide additional unpaid 
maternity leave.

Georgia provides 24 months of unpaid maternity leave, which is 
16.3% lower than the median value. Georgia’s unpaid maternity 
leave duration is about 28.7% lower than the maximum value

Source: (1) Labor code of each country
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Average electricity and water tariffs
Benchmark analysis of Georgia with competitor countries

The average electricity tariff for industrial customers in the 
analyzed countries ranges from USD 0.06 per kWh to USD 0.11 
per kWh. 

Georgia’s electricity tariff for industrial customers is equal to USD 
0.07 per kWh, which is almost equal to the median value. Georgia’s 
electricity tariff for industrial customers is 34% lower than the 
maximum value and 14% higher than the minimum value. 

Source: (1) statistica.md,   (2) Eurostat,   (3) kyievenergo.ua,   (4) Vietnam Electricity (evn.com.vn),    
(5) invest.gov.tr,   (6) Energo-Pro Georgia (energo-pro.ge), Telasi (telasi.ge)

The average water tariff for industrial customers in the analyzed 
countries ranges from USD 0.55 per cubic meter to USD 2.45 per 
cubic meter. 
Georgia’s water tariff for industrial customers is equal to USD 1.49
per cubic meter, which is 11% higher than the median value. 
Georgia’s water tariff for industrial customers is 39% lower than the 
maximum value and about 2.73 times higher than the minimum 
value. 

Source: (1) Apa-canal Chisinau (acc.md),   (2) apanovabucuresti.ro,   (3) apavital.ro,   (4) nerc.gov.ua,
(5) thuvienphapluat.vn,   (6) invest.gor.tr,   (7) Georgian Water and Power (gwp.ge)
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General Analysis of the Labor Code of the Selected Countries – Georgia 
and Moldova 

Benchmark analysis of Georgia with competitor countries

The table below summarizes the key points of the labor codes of the selected countries and benchmarks the data with that of Georgia.
Labor code regulations in Georgia and comparative countries

Country/
Regulations

Remuneration of 
overtime

Regulations of hiring and firing 
employees

Regulations of hiring 
foreign-citizen employees Regulations of hiring temporary employees

Georgia

The remuneration of 
overtime should be more 
than for the standard 
hours, but the exact rate 
should be agreed 
between the employer and 
employee.

In case of hiring, a hard copy of 
contract is necessary if the duration of 
employment is more than 3 months.

In case of firing 1 month prior written 
notice and 1 month's salary or 3-day 
prior written notice and 2 months' salary 
should be provided. Compensation 
should be given within 30 calendar days 
of the contract termination.

No restrictions exist for the 
foreign-citizen employees.

In case of temporary employment in Georgia up to 3 months, verbal 
agreement is allowed to be made.
Temporary employment contract may be concluded for the period of up to 12
months and may be extended several times (maximum of 30 months in total) in 
case of:
— predetermined scope of work;
— seasonal work;
— temporary increase of the scope of work;
— replacement of an employee, which is temporarily absent; 
— other objective circumstance that justifies the contract for a fixed term.

Moldova

150% of the hourly wage 
for first 2 hours of 
overtime worked by 
employee, 200% for the 
next hours;
Compensation with 
additional free time is not 
allowed;
On the requirement of the 
employer, employees may 
work overtime no more 
than 120 hours during a 
calendar year. In 
exceptional cases, the 
duration of overtime work 
may be extended with the 
consent of the employee 
representatives to 240 
hours during a calendar 
year.

An employment contract is usually 
concluded for an indefinite period.
An employment contract may also be 
concluded for a fixed term not 
exceeding five years, but the legal basis 
for entering into an individual labor 
contract for a specified period have to 
be written in the contract.
Probation period:
— up to 3 months;
— up to 1 months in case of low skilled 

employee;
— up to 6 months on managerial 

positons.
The contract may be terminated in 
circumstances beyond the control of the 
parties (listed in the labor code); at any 
time by written agreement of the 
parties;
Compensation of the worked hours, 
unused vacation and other benefits 
have to be paid in the day of contract 
termination. In case of firing enterprise 
manager, compensation in the amount 
three average salaries have to be paid.

Same rules and 
requirements apply for 
foreign citizens. In addition, 
applicable provisions of labor 
migration law and 
international treaties are 
considered.

Temporary employment contract may be concluded:
— for the period of temporary absence of the employee, whose individual 

contract is suspended, or for the period of his vacations, or for the period of 
his absence for other reasons;

— for the duration of temporary work up to two months;
— for the period of seasonal work, when, due to the natural conditions, work 

can be performed only during a certain period of the year;
— with foreign citizens who are employed in Moldova;
— during the internship and professional training of an employee at another 

enterprise;
— with persons studying full-time;
— with persons who have retired and are not employed;
— with researchers of institutions engaged in research and development, 

teaching staff, as well as with heads of educational institutions of 
preschool, primary, general secondary, special out-of-school, art, sports, 
secondary vocational, secondary special education;

— for the period of election of an employee for a fixed period;
— with heads of enterprises, their deputies and chief accountants of 

enterprises;
— for the period of duration of specific project;
— with persons hired by enterprises which are established for a specific 

period;
— with artists, workers of religious associations; and in other cases stipulated 

by the current legislation.

Source: Labor Codes of Georgia and Moldova



189© 2018 KPMG Georgia LLC, a company incorporated under the Laws of Georgia; a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative 
(“KPMG International”), a Swiss entity. All rights reserved.

Benchmark analysis of Georgia with competitor countries

Country/
Regulations

Remuneration of overtime Regulations of hiring and firing employees Regulations of hiring foreign-
citizen employees

Regulations of hiring 
temporary 
employees

Romania

1. Overtime compensation
– Free time clearing - Free paid hours are 

granted to the employee in the following 60 
calendar days after accumulating overtime 
hours, or

– Extra pay - Overtime hours are paid with a 
minimum of 75% increase to the salary. The 
increase can be negotiated within the 
company, through its collective labor 
agreement or through the individual labor 
agreement and cannot be less than 75% from 
the employee normal salary.

2. Compensation of worked time during public 
holiday
– Free time clearing  - One free paid day 

granting within the following 30 days, or
– Extra pay - The day will be paid by adding a 

minimum of 100% increase of the daily salary.
3. Weekend hours

For the hours worked during the weekend, the 
company is obliged to grant its employees other 
free days (a mandatory resting time of 48 free 
consecutive hours). Moreover, the employer, will 
also grant a “weekend increase”. The  "weekend 
increase” does not have a minimum or 
maximum limit and can be negotiated within the 
company through collective labor agreement or 
through the individual labor agreement of the 
employees. This type of increase can be 
determined as a percentage or as a fixed 
amount granted regardless of the number of 
weekend worked hours.

There are 2 types of employment agreements in 
Romania, no matter if the individuals are residents or 
non-residents;
— Employment agreement for indefinite period;
— Employment agreement for definite period
As a rule, the employment contract has to be 
concluded for an unlimited duration. The unlimited 
duration is a measure of protection for the employee.
As an exception for project based work, the individual 
employment contract may also be concluded for a 
limited duration, under the terms expressly provided by 
the law, maximum number of definite period 
employment agreements is 3 successive ones, and the 
maximum period is 36 months.
The Labor Code requires that an employment contract 
must be terminated in written form and in Romanian 
language.
The employment contract can be terminated by notice 
given by each party. In general, the employer shall 
issue the dismissal decision within 30 calendar days 
from the establishment of the cause of dismissal. When 
the employee has committed a serious or repeated 
disciplinary offence related to the labor discipline rules 
or the rules laid down in the individual employment 
contract, applicable collective labor agreement or rules 
of procedure, as a disciplinary sanction, special rules 
are applied defined by the labor code. 
In the case of dismissal, the employee is entitled to 
compensation as agreed per applicable collective labor 
agreement or in the individual labor contract.

The non-residents that come from 
countries out of the EU are 
usually employed with 
agreements concluded for 
indefinite period, because they 
need to prove stability and the 
fact that they will be able to 
support themselves during the 
term they live in Romania. A 
medical check before concluding 
the employment contract is 
mandatory. If this obligation is not 
met, the agreement will not come 
into force. The trial/probationary 
period depends on the type of 
employment agreement:
— 90 calendar days for 

execution position;
— 120 calendar days for 

management position.

A temporary position 
must not surpass an 
initial duration of 24 
months and can be 
renewed such that the 
total duration does not 
surpass 36 months.

General Analysis of the Labor Code of the Selected Countries -
Romania 

Source: Labor Code of Romania
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Benchmark analysis of Georgia with competitor countries

Country/
Regulations

Remuneration of overtime Regulations of hiring and firing employees Regulations of hiring foreign-
citizen employees

Regulations of hiring 
temporary employees

Ukraine

An employee is entitled to receive 
overtime payments in the amount of 
double equal to employee’s hourly rate for 
each hour worked overtime. (Overtime 
work shall not be usually allowed, only in 
exceptional cases. Overtime work shall 
not exceed four hours during two 
successive days and 120 hours per year 
for every employee).

In Ukraine, a company can hire people either under 
labor agreement (i.e. as a salaried employee) or under 
civil services agreement (i.e. as freelancers). The 
following types of regular employment contracts are 
used: labor agreement for indefinite term, fixed-term 
labor agreement (for a specific period of time) and 
seasonal work. 
The employee may terminate labor agreement, 
concluded for indefinite period, at any time at his own 
discretion with prior 2 weeks written notification of the 
employer (there are though some exceptions when an 
employee can terminate the agreement at once). 
Employer can terminate labor agreement (both 
concluded for indefinite period of time or fix-term) only 
based on grounds, defined by law, including:
— Staff reduction;
— Liquidation of the company;
— Professional or medical noncompliance of employee;
— In case a sick leave of the employee exceeds 4 

month term;
— Violation of labor agreement, labor law or internal 

rules by the employee;
— Call-up for military service or mobilization of 

employee.

When an employee is dismissed due to redundancy or 
other changes in the company’s activities, an 
employee’s non-compliance with his or her position, or 
the resumption of work of another employee, he or she 
is entitled to one average monthly salary as a severance 
payment. 

Non-residents have the same rights 
to work in Ukraine as any Ukrainian 
has. However, non-residents have to 
provide certain documentation before 
starting to work in Ukraine. The first 
one is the work permit. Because 
Ukraine does not belong to the EU, 
the work permit is mandatory for both 
EU and Non-EU citizens. After 
obtaining a work permit, the non-
resident can apply for a residence 
permit, which is the second 
mandatory document required for 
employment. Certain categories of 
foreign citizens (such as permanent 
residents of Ukraine, employees of 
representative offices and permanent 
establishments of foreign companies, 
representatives of foreign mass 
media, professional sportsmen, 
artists and some others) do not need 
to apply for work permit when 
working in Ukraine. However, in most 
other cases, a valid work permit is 
required before commencing work.

Under the temporary work, 
fixed-term labor agreement 
and seasonal works are  
assumed. 
Under the fixed-term labor 
agreement the Parties limit 
their collaboration on a 
specific period of time, 
based on the type of 
activity performed. 
The seasonal work refers 
to the activity that, due to 
climate or season 
conditions, may be 
performed only during 
special periods of time. 
Temporary work is also 
considered the work 
performed for the 
substitution of an employee 
who is temporarily 
unavailable (ex: due to 
illness).

General Analysis of the Labor Code of the Selected Countries - Ukraine 

Source: Labor Code of Ukraine



191© 2018 KPMG Georgia LLC, a company incorporated under the Laws of Georgia; a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative 
(“KPMG International”), a Swiss entity. All rights reserved.

Benchmark analysis of Georgia with competitor countries

Country/
Regulations Remuneration of overtime Regulations of hiring and firing employees Regulations of hiring foreign-

citizen employees
Regulations of hiring 
temporary employees

Vietnam

An employee who performs overtime 
work shall be paid a wage calculated 
based on wage unit for piece work or 
piece rate, or the wage of his/her current 
work as follows:
a) On regular days, at least equal to 
150%;
b) On the weekly day off, at least equal 
to 200%;
c) On public holidays and paid leave 
days, at least 300%, excluding the wage
for public holidays and paid leave days if 
the employee receives a daily wage.

An employee who performs night work 
shall be paid an additional
amount of at least 30% of the wage 
calculated according to the wage unit for 
piece work or piece rate or the wage for 
the work on a regular working day. 
Furthermore, an employee who performs 
overtime work at night shall be paid an 
additional amount of 20% of the wage 
calculated according to the wage unit for 
piece work or piece rate or the wage for 
the work on a regular working day.

An employment contract shall be concluded in one of the 
following types:
- Indefinite term employment contract. An indefinite term 
employment contract is a contract in which the two 
parties do not determine the term and the time at which 
the contract terminates;
- Definite term employment contract. A definite term 
employment contract is a contract in which the two 
parties agree to fix the term of the contract for a duration 
of from 12 months to 36 months;
- An employment contract for seasonal work or a specific 
task which has a term of less than 12 months.

In case of job termination the employer should give 
notice to the employee as follows; 
- At least 45 days in case of an indefinite term 
employment contract; 
- At least 30 days in case of a definite term employment 
contract; 
- At least 3 working days in case of an employment 
contract for seasonal work or for a specific task of less 
than 12 months’ duration.
Employer has the right to unilaterally terminate the 
employment contract in if the employee repeatedly fails 
to perform his/her work, has unable to work up to 12 
consecutive months, or does not present him/herself at 
the workplace within 15 days from the expiry of the 
suspension period of the employment contract. The 
contract may be terminated in the event of a natural 
calamity, fire or force majeure as well. In case of illegal 
termination, employer shall reinstate the employee in 
accordance with the original employment contract, and 
shall pay the wage, social insurance and health 
insurance for the period during which the employee was 
not allowed to work, and additionally, at least 2 month 
wage as stipulated in the employment contract.

Employing foreign citizens is only 
allowed in the positions of managers, 
executive directors, specialists and 
technical workers, for which the 
Vietnamese employees cannot meet 
the demands of production and 
trade. Moreover, providing an 
explanation of demand to employ 
foreign workers and obtaining a 
written approval from the competent 
state authority is required before 
employing foreign citizens.
Foreign employees working in 
Vietnam should comply with the 
labor law of Vietnam, international 
conventions and treaties, to which 
Vietnam is a signatory. Foreign 
workers in Vietnam should be 
protected by Vietnamese law.

The two parties may 
conclude a verbal 
employment contract in 
respect of temporary work 
for a duration of less than 
3 months.

General Analysis of the Labor Code of the Selected Countries -
Vietnam 

Source: Labor Code of Vietnam
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Benchmark analysis of Georgia with competitor countries

Country/
Regulations

Remuneration of overtime Regulations of hiring and firing employees
Regulations of hiring 

foreign-citizen 
employees

Regulations of hiring 
temporary employees

Turkey

The overtime rates for Turkey are 
as follows:
— Overtime hours worked above 

weekly standard 45 hours on 
standard days - 150% of 
payment or 1.5 hours free 
hours granted per overtime 
hour;

— Overtime hours worked during 
weekends and public holidays 
are to be paid as wage for 
one-day holiday and overtime 
wage.

These rates may be increased on 
the basis of a collective or 
personal employment contracts 
between the employees and 
employers. 

The total number of overtime 
hours worked per year may not 
exceed 270 hours.

Pursuant to the Labor Law, there are various types of employment 
contracts:
— Employment contracts for “temporary” and “permanent” work;
— Employment contracts for a “definite period” or an “indefinite period”;
— Employment contracts for “part-time” and “full-time” work;
— Employment contracts for “work-upon-call” - employment relationship 

which foresees the performance of work by the employee upon the 
emergence of the need for his services;

— Employment contracts with a trial period;
— Employment contacts constituted with a team contract;
— Employment contracts are exempt from stamp tax and any type of 

duties and fees.
According to the relevant provisions of the Labor Law no. 4857, employers 
and employees are required to give specified notification periods prior to 
the termination of an employment contract based on the duration of 
service:
— 0-6 month of service - 2 weeks
— 6-18 month of service - 4 weeks
— 18-36 month of service - 6 weeks
— more than 36 month of service  - 8 weeks
The employer may break the contract before its expiry or without having to 
comply with the prescribed notice periods for reasons of health caused by 
own deliberate act, for immoral, dishonorable, malicious conduct or other 
similar behavior listed in the labor law or in case of force majeure.
In case of dismissal, employee is entitled to wages and other rights for the 
days worked. 
If termination is unjustified because no valid reason has been given or the 
alleged reason is invalid, the employer must re-engage the employee in 
work within one month. If, upon the application of the employee, the 
employer does not re-engage him in work, compensation in a minimum 
amount of the employee’s four months’ wages shall be paid to him by the 
employer.

No restrictions are 
available for the foreign-
citizen employees.

Temporary employment 
relationship may be 
established for a period not 
to exceed six months, and it 
may be renewed maximum 
twice, if required.

General Analysis of the Labor Codes of the Selected Countries –Turkey 

Source: Labor Code of Turkey
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Country Personal Income Tax and other taxes Social Contributions Insurance Contributions

Georgia Personal income tax - 20% (paid at the cost of the 
employee)

The Parliament of Georgia is currently considering a draft law on "Defined 
Contribution Pensions”, which will introduce mandatory contribution 
scheme from January 1 2019. According to the scheme the employee will 
be obliged to direct 2% of his earnings and the employer will add the same 
amount. The state also will be obliged to contribute by 2% of employees 
earnings that are less than GEL 24,000 (around USD 9,580) per year, and 
1% for the amount between GEL 24,000 and GEL 60,000 (around USD 
23,950). The participation to this scheme is mandatory for all hired 
employees younger than 40 years (the scheme is voluntary for self-
employed)* 

n/a

Moldova
Personal income tax - 12%, Payable from taxable income 
(net from contributions)

1. Social Fund - 18% (for private sector), payable from the salary base;
2. Pension Fund - 6%, payable from the salary base

Medical Insurance - 4.5% (paid at the 
cost of the employee), 4.5% (paid at the 
cost of the employer), taxes are 
payable from the salary base

Romania
Personal income tax - 10% (paid at the cost of employee) Social insurance contribution - 25% (paid at the cost of employee); 1. Health insurance contribution - 10% 

(paid at the cost of employee);
2. Work insurance contribution - 2.25% 
(paid at the cost of employer)

Ukraine

1. Personal income tax - 18 % (paid at the cost of the 
employee);
2. Military tax - 1.5 % (paid at the cost of the employee)

Social security tax - 22 %, (paid at the cost of the employer).
The above mentioned rate of the social security tax is applied to salaries 
which are less than 25 subsistence minimums for able-bodied persons. If 
the salary is higher, then only the amount up to 25 subsistence minimums 
for able-bodied persons is taxable, while the rest is non-taxable.

n/a

Vietnam

1. Personal income tax - the rate in Vietnam is progressive 
and ranges between 5%-35% depending on average 
monthly income (paid at the cost of the employee);
2. Tax for non-residents of Vietnam - a flat tax rate of 20% 
is applicable to Vietnam-sourced employment income (paid 
at the cost of the employee)

Social insurance - 8% (paid at the cost of the employee) and 17.5% (paid 
at the cost of the employer)

1. Health insurance - 1.5% (paid at the 
cost of the employee), 3% (paid at the 
cost of the employer);
2. Unemployment insurance - 1% each 
(paid at the cost of the employee and 
employer)

Turkey

Income tax rate ranges 15%-35%:
 Up to 14,800 TRY (USD 3,122) - 15%;
 14,800 to 34,000 TRY (USD 7,173) - 20%;
 34,000 to 120,000 TRY (USD 25,317) - 27%;
 120,000 TRY (USD 25,317) and over - 35%.
The tax is paid at the cost of the employee.*

1. Short-term risks - 2% (paid at the cost of employer);
2. Long term risks - 11% (paid at the cost of employer) and 9% (paid at the 
cost of employee);

1. General health insurance - 7.5% 
(paid at the cost of employer) and 5% 
(paid at the cost of employee);
2. Contribution to unemployment 
insurance - 2% (paid at the cost of 
employer) and 1% (paid at the cost of 
employee).

Benchmark analysis of Georgia with competitor countries

Analysis of personal taxes, social and insurance contributions

Source: (1) Labor Code of each country, (2) Transparency International, Georgia, (3) KPMG analysis
Note: n/a stands for “not applicable”

*USD exchange rate as at October 2018
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 Given Georgia’s location, 
infrastructure and its 
favorable economic and 
political position in the 
region, the country is a 
favorable location for 
investment

— Georgia benefits from 
zero import tax to EU, 
EFTA, Turkey, CIS, 
Ukraine, China and Hong-
Kong for  automotive 
parts, that otherwise 
amount up to 4.5% for EU, 
EFTA and Turkey, up to 
10% for Ukraine, up to
30% for CIS and up to 
25% for China and Hong-
Kong

— In case of investments of 
GEL300,000, a residence 
permit is provided to an 
investor and his/her 
family members

— Strategic location – Georgia’s strategic location is an 
asset to any investor. As a bridge between Europe and 
Asia, Georgia offers direct access to European, Gulf 
Cooperation Countries and CIS markets. Additionally, 
Georgia is the part of trans-Caspian corridor and is able 
to provide railway transportation to the Republic of China 
by the shortest route. Its three major oil and gas pipelines, 
Black Sea ports, well-developed railway systems, 
together with its international airports are playing an 
increasingly important role in linking the East and West

— Labor cost in auto industry – Average gross salary per 
month for in auto industry ranges between USD268 –
USD741, however the actual starting level of average 
gross salaries for auto industry amounts to USD240 
identified during the interviews of the training centers and 
auto parts distributor in Georgia

— Low electricity cost – Electricity costs for industrial 
consumers equals to USD 0.072 per kWh

— Raw Materials – Georgia itself may not be the producer of 
some of the key raw materials in sufficient volume terms, 
however advantageous location of Georgia gives ability to 
import materials from countries with which Georgia has 0% 
import tax

— Training Centers – Trainings for specialist in auto industry 
are available in different cities of Georgia: Tbilisi, Kutaisi, 
Batumi, Poti, Kobuleti, Akhaltsikhe and Gurjaani. The 
average length of courses is 10-11 months. As a result of 
interviews we identified that most training centers can 
provide special short-term training courses per investor’s 
request and the terms and cost of training vary upon the 
requirements. The programs are mainly financed by the 
Government with the standard annual fee for the programs 
of up to GEL2,250 (around USD896) per annum

Georgia’s competitive advantage in automotive parts manufacturing 
(1/2)

— Georgia’s preferential trade regimes

Georgia has signed deep and comprehensive free trade area 
(DCFTA) which apart from other areas considers removing 
customs duties on imports and exports of certain goods.

In addition, Georgia has signed Free Trade Agreements with 
Turkey, Ukraine, CIS, EFTA, China and Hong-Kong (effective 
from the end of 2018) resulting in beneficial customs tax rates for 
export.

To benefit from this regime, the Rule of Origin must be fulfilled, 
criteria of which vary per country. 

— Criteria for Certificate of Origin for EU, EFTA and Turkey
The criteria of Certificate of Origin is similar for EFTA, EU and 
Turkey and states that in case materials used in automotive parts 
manufacturing are not entirely originated in Georgia, then such 
materials should have undergone sufficient working or processing 
in Georgia meaning that the final product commodity sub code 
should be different from the code of used materials; Or the total 
value of imported materials used in manufacturing  of the product 
should not exceed certain percentage of the ex-works price of the 
product. Depending on the product the limitation ranges from 
25% to 40% for selected sub-sectors of automotive parts  

— Criteria for Certificate of Origin for CIS and Ukraine
According the requirements for the Certificate of Origin for CIS 
and Ukraine in case materials used in automotive parts 
manufacturing are not entirely originated in Georgia, then such 
materials should have undergone sufficient working or 
processing in Georgia, that means 

1. The final product commodity sub code should be different 
from that of the imported materials; and

2. Total value of imported materials used in manufacturing of the 
product should not exceed 51% of the ex-works price of the 
product

Overview of Georgia’s competitive advantages
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 Companies investing in 
Georgia benefit from 
support with access to 
finance, both equity and 
debt

 Free of charge transfer of 
immovable property by 
Government is one of the 
support mechanisms for 
the companies investing in 
Georgia

 New profit tax rule is 
effective from 1 January 
2017 according to which 
Profit taxation shifts from 
the moment of earning the 
profits to the moment of 
their distribution 

 No restrictions on 
repatriation of capital and 
profit 

 Double taxation treaties 
with 54 countries

 Special customs regime 
for exporters

— Access to finance - Companies investing in Georgia benefit 
from support with access to finance, both equity and debt: 

1. The state program “Produce in Georgia” aims to develop and 
support the entrepreneurship, as well as creation of new 
enterprises and increasing the export potential of the country. 
In addition, the program aims to encourage manufacturing 
industry in Georgia, and it offers support with financial 
resources via interest expense financing for loans received 
from local banks

2. JSC Partnership Fund (PF) is a state owned investment fund, 
main objective of which is to promote investment in Georgia by 
providing co-financing (equity, convertible/non-convertible 
loans) in projects at their initial stage of development

— Infrastructural support – In addition to the support mentioned 
above, “Produce in Georgia” also offers the following 
infrastructure support: Government of Georgia provides state 
owned immovable property free of charge to companies with 
investment obligations for new projects (new factory or 
enlargement of existing one). Investment obligation states that 
the enterprise should invest at least 6 times more than the 
market price of the property in Tbilisi and 4 times more than the 
market price of the property in regions

— Free Industrial Zones – Georgia has four industrial zones, in 
which businesses are exempted from all tax charges, except 
personal income tax. If a company imports products from FIZ to 
other territory of Georgia, it has to pay VAT and 4% of revenue 
from national sales. Besides tax payments, companies 
registered in FIZ also benefit from: simplified procedures and 
transactions in any currency, exemption from majority of 
licenses/permits , etc

Georgia’s competitive advantage in automotive parts manufacturing 
(2/2)

— VAT on Export/Re-export – The export/re-export of goods is 
exempt from VAT with a right to credit input VAT (i.e. like a 
zero-rated transaction)

— Inward Processing Customs Regime – If the goods of foreign 
origin undergoes processing in Georgia and the product 
obtained as a result of the processing is exported, no taxes are 
levied on this operation

— Foreign-source income of individuals is fully exempted 

— Double taxation treaties - Georgia has approximately 54 
effective Double Taxation Treaties (DTTs). The rules and 
procedures for the application of tax concessions set by the 
provisions of DTT is determined by the Minister of Finance of 
Georgia. According to the DTTs, the income is subject to 
exemption or lower rate withholding tax

Source: Georgian Tax Code

— Low tax rates and transparent tax system
Personal Income Tax 20%
Corporate profit tax 15%
VAT 18%
Customs/Import tax 0%, 5% or 12%

Property tax

1. Land tax: GEL 0.24 (around USD0.096) 
per square meter non-agricultural land plot, 

that can be adjusted by a territorial 
coefficient not exceeding 1.5, determined 

by the local municipality
2. Other property tax: Up to 1%

Excise tax Per type of good

Overview of Georgia’s competitive advantages
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Overview of key raw materials for air bags manufacturing

Key raw materials used in manufacturing air bags

Woven 
nylon 
fabric

Main raw material for air bag is woven nylon air bag.

The woven nylon fabric is available and can be imported with 0% tax rate from all of the Georgia’s neighbor countries -
Turkey, Russia, Azerbaijan and Armenia.

Sources: (1) Madehow, (2) ITC, (3) KPMG Analysis

Production inputs

— Purchases of raw materials account for significant portion of the production costs of the firms operating in the industry

— Main raw material inputs used in production of air bags is woven nylon fabric

— Dealers/merchants are the key suppliers of materials. Main raw material supply countries are located in Asia and Europe

Sources: (1) First Research: Automobile Parts Manufacturing, (2) KPMG Analysis

Investment proposal for manufacturing of air bags
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Overview of potential export markets for air bags

Potential production volume of air bags (HS code 870895)

Import in USD'000 
(2017)

Import/export 
gap USD'000 

(2017)
Total import in 

tons (2017)

Estimated total 
import volume  

(thousand 
units, 2017) *

Estimated price 
per unit, USD *

Potential share of 
import from 

Georgia

Potential 
volume 

(thousand 
units)

EU 3,438,034 (1,033,275) 186,423 14,543 236 3.0% 436

Japan 935,318 189,679 51,201 3,994 234 - -

China 637,729 (196,179) 35,518 2,771 230 - -

Russian Federation 115,764 115,439 4,459 348 333 5.0% 17

Turkey 177,656 163,502 8,667 676 263 - -

Ukraine 1,252 1,248 16 1 1,003 10.0% 0

Kazakhstan 163 161 11 1 190 - -

Belarus 419 399 51 4 105 - -

Uzbekistan 1,068 1,068 48 4 285 10.0% 0

Azerbaijan 129 127 4 0 413 10.0% 0

Armenia 42 42 1 0 538 10.0% 0

Total 286,399 22,343 454

Note: * The amount of import/export of air bags is mostly measured in tons and the data wasn’t available in units, we estimated average weight of one air bag and calculated amounts in units
Source: CapIQ, KPMG Analysis

In order to understand the optimal capacity of production of air bags in Georgia, we analyzed potential consumption of the Georgian production by following countries of the
region (EU, CIS, Middle East, Turkey), assuming that significant part of the products will be exported to these countries. We calculated the gap between import and export in
these countries, as well as the selling price for the imported air bags, and identified the countries which can potentially become export markets for Georgia.
Based on the analysis of the above factors, we calculated approximate share of the potential import of air bags by Georgia to these countries. As per conservative view point we
only used around 3% of total EU share, however there is potential of a bigger share of the EU import market to be taken by Georgia in case of higher investment. Especially, we
take into consideration the fact that large auto parts manufacturers import manufactured auto parts from emerging markets to EU for testing and quality control and afterwards
dispatch products for assembly to different countries

Investment proposal for manufacturing of air bags
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Optimal industry capacity and estimated investment

— We analyzed import to EU counties in total, as considering the signed 
DCFTA, as well as Georgia’s location, we believe that Georgia has a good 
potential to access EU market.

— As for Japan and China, considering distance we do not consider potential 
for export from Georgia to these countries 

— Further, we assumed that since most of raw materials are expected to 
come from Turkey, we think that the potential for export to Turkey is low.

— As for other CIS countries, notwithstanding the existence of the production 
facilities in some of the countries/regions, the demand exceeds supply and 
there is a potential for other supplier to enter these markets. As an 
example, the gap between the import/export in Russian is USD115.4 
million. Considering the distance factor, as well as ease of access of 
Georgia to Russia, i.e. common border, we assumed that Georgia might 
potentially take up some share of the imports. In addition, we analyzed the 
selling price of imported products and considered that the benefits from 
entering Kazakhstan and Belarus is low.

As Georgia’s consumption compared to the selected market is not significant, 
we didn’t add any additional quantity to the potential volume. We estimated 
that potential share of import from Georgia in EU and selected countries of 
CIS will be 3% to 10% of the total imports. Thus, based on the calculations of 
import/export data, the optimal capacity of the production in Georgia would be 
around 454,000 units per year. 

Source: CapIQ, KPMG Research, KPMG Analysis

Based on the information on the investment amount, number of workers and 
production units per year, we calculated the estimated investment at USD34.4 
million. This is an approximate amount, as factors specific to Georgia and 
availability of technologies have not been specifically considered. 

Air bags

Toyoda Gosei  USD25 million factory for 1,000 employee in Vietnam, 2017

Bosch around USD82 million factory for 750 employees in Romania, 2014

Bosch around USD177 million factory for 2,000 employees in China, 2018

Bosch around USD250 million factory for 8,000 employees in Turkey, 2012

Source: (1) KPMG Research

In order to estimate the approximate investment for a manufacturing facility 
with the capacity of 454,000 units per year, we searched for similar projects. 
We have identified the following investments:

Investment proposal for manufacturing of air bags
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Based on the data gathered 
and analyzed, we have 
performed high level financial 
calculations for the potential 
project on producing air bags 
in Georgia. The more detailed 
description of the 
assumptions and relevant 
calculations are provided 
further on

— Construction period was forecast to last one year

— Capacity utilization was forecast to reach 50% in the second 
projection period and further increase by 25% YoY reaching 
100% in the 4th projection period

— The delay in the launch of the production is due to the 
forecasted plant construction period. The delay in reaching full 
forecasted capacity of the production is due to the estimated 
time needed for marketing the product and building brand 
recognition, as well as considering learning curve effect.

— During the forecasted period the maximum capacity has been 
estimated as the nominal capacity determined  based on the 
analysis of the data obtained during the research, i.e. potential 
debottlenecking of production has not been considered. 

— Maintenance capital expenditures were forecast based on initial 
investment and estimated useful life of the plant of 27 years. As 
a result, maintenance CAPEX amounted to USD1,268 
thousand, further adjusted for the expected USD inflation.

— Maintenance CAPEX was assumed to be incurred starting from 
the 4th projection year.

— Construction cost per employee was estimated at around 
USD53,300

— As per the Georgian tax code, the amount of taxation for profit 
tax is shifted from when profits are earned to when they are 
distributed. Therefore we calculated taxes from free cash flow

— WACC is estimated to be 13.7%. WACC was calculated using 
data from Damodaran and Duff&Phelps. 

Key assumptions
Financial projections for manufacturing of air bags

Source: KPMG Analysis

— Based on the data provided by Damodaran, industry average 
capital structure of the industry comprises of 20%-25% of debt 
and 75%-80% of equity. The capital structure of the project was 
assumed to be the same as industry average

Construction project details
Investment USD 000 34,407

Capacity Units 000 454

Number of employee Unit 646

Construction timeline years 1

Annual maintenance 
CAPEX USD 000 1,268

Domestic sales % -

Export sales % 100
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Financial projections for manufacturing of air bags

Financial performance

We have assumed projection period of 10 years, followed by terminal period. The construction of factory is expected to be finished by the end of the first projection period, after 
which the plant will be commenced

Gross and EBITDA margins were forecast to amount to 20% and 11.5%, respectively throughout the forecast and terminal periods. EBT margin was projected to vary between 
9.2% and 10.4%. The COGS and the SG&A expenses have been calculated based on the industry average margins published in CapitalIQ.

Source: CapIQ, KPMG Analysis

Projected statement of Profit and Loss

USD’000 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Terminal 

period

Revenues - 55,899 85,191 115,632 117,829 119,832 121,869 123,941 126,048 128,191 130,370

Growth 52.4% 35.7% 1.9% 1.7% 1.7% 1.7% 1.7% 1.7% 1.7%

COGS - (44,711) (68,140) (92,489) (94,246) (95,849) (97,478) (99,135) (100,820) (102,534) (104,277)

Gross profit - 11,188 17,050 23,143 23,583 23,984 24,391 24,806 25,228 25,656 26,093

Gross profit margin 20.0% 20.0% 20.0% 20.0% 20.0% 20.0% 20.0% 20.0% 20.0% 20.0%

SG&A - (4,735) (7,216) (9,794) (9,980) (10,150) (10,322) (10,498) (10,676) (10,858) (11,042)

EBITDA - 6,453 9,835 13,349 13,603 13,834 14,069 14,308 14,551 14,799 15,050

EBITDA margin 11.5% 11.5% 11.5% 11.5% 11.5% 11.5% 11.5% 11.5% 11.5% 11.5%

Financial Depreciation (1,333) (1,354) (1,378) (1,405) (1,428) (1,453) (1,477) (1,503) (1,528) (1,554)

EBT - 5,120 8,481 11,970 12,198 12,405 12,616 12,831 13,049 13,271 13,496

EBT margin 9.2% 10.0% 10.4% 10.4% 10.4% 10.4% 10.4% 10.4% 10.4% 10.4%

Corporate Income tax - - (329) (604) (1,744) (1,782) (1,813) (1,844) (1,875) (1,907) (1,939)

Net Income - 5,120 8,152 11,366 10,454 10,623 10,803 10,987 11,174 11,364 11,557

NI margin 9.2% 9.6% 9.8% 8.9% 8.9% 8.9% 8.9% 8.9% 8.9% 8.9%
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Sales volume
Production of air bags was projected to start in Year 2 at the level of 227,000 units further increasing to 454,000 units in Year 4. The 100% of sales volume is expected to be 
sold on export.

Sales price

Average price for the export was estimated to be USD 240 per unit based on averages of the import countries, provided by International trade Center (ITC).

Sales projection

Source: ITC, KPMG Analysis
Source: ITC, KPMG Analysis

Financial projections for manufacturing of air bags
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NPV analyses
Financial projections for manufacturing of air bags

Source: CapIQ, KPMG Analysis

Discounted cash flow results
USD’000 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Terminal period
Total revenues - 55,899 85,191 115,632 117,829 119,832 121,869 123,941 126,048 128,191 130,370
% of growth - 52.40% 35.73% 1.90% 1.70% 1.70% 1.70% 1.70% 1.70% 1.70%

EBITDA - 6,453 9,835 13,349 13,603 13,834 14,069 14,308 14,551 14,799 15,050
EBITDA margin 11.54% 11.54% 11.54% 11.54% 11.54% 11.54% 11.54% 11.54% 11.54% 11.54%

EBT - 5,120 8,481 11,970 12,198 12,405 12,616 12,831 13,049 13,271 13,496
Income tax 
(adjusted) - - (329) (604) (1,744) (1,782) (1,813) (1,844) (1,875) (1,907) (1,939)
NOPAT - 5,120 8,152 11,366 10,454 10,623 10,803 10,987 11,174 11,364 11,557
Cash flow adjustments
Depreciation - 1,333 1,354 1,378 1,405 1,428 1,453 1,477 1,503 1,528 1,554
CAPEX (34,407) - - (1,378) (1,405) (1,428) (1,453) (1,477) (1,503) (1,528) (1,554)
Change in working 
capital - (14,582) (7,641) (7,941) (573) (523) (531) (540) (550) (559) (568)
FCFF (34,407) (8,129) 1,865 3,425 9,881 10,100 10,272 10,447 10,624 10,805 10,989
WACC 13.65%

Terminal growth 
rate 1.70%

Terminal value 16,891
Discount period 0.5 1.5 2.5 3.5 4.5 5.5 6.5 7.5 8.5 9.5 10
Discount factor 0.938 0.825 0.726 0.639 0.562 0.495 0.435 0.383 0.337 0.296 0.296
Discounted FCFF (32,275) (6,709) 1,354 2,189 5,555 4,996 4,471 4,001 3,580 3,203 27,258
Sum of discounted 
cash flows (9,634)
Terminal value 27,258
NPV 17,624
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As a result of high level 
calculations, the project is 
feasible

Key profitability factors of the project
Financial projections for manufacturing of air bags

— Our assumptions and analysis has been performed based on the general economic and sector indicators. The detailed calculations 
for Georgia, including construction costs, labor costs, specific legal and environmental costs etc have not been considered. However, 
the country specific taxation has been considered, as well as the CPI and the pricing data. 

— In addition, our assumptions and analysis do not incorporate support mechanisms, such as free of charge transfer of immovable 
property for companies investing in Georgia, that will result in decreased initial investment, increased NPV and shortened payback 
period.

— Per the general analysis, the results show that the project is feasible for the calculated optimal capacity and the relevant investment, 
as well as given costs assumptions. The NPV of the project is positive amounting to USD17.6 million, the project IRR is high 
amounting to 19%. The payback period is estimated to be 7.7 years.

— Considering average debt to equity ratio per industry, current market interest rates for debt and no grace period, equity IRR for 
investment in air bags is similar to project IRR. However equity IRR is very sensitive to the terms and size of debt. As an example, 
increasing portion of debt to 40% and assuming 2 years of grace period, equity IRR increases to 21.6%.

Key profitability factors of the project

USD’000 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Terminal 

period
Revenues - 55,899 85,191 115,632 117,829 119,832 121,869 123,941 126,048 128,191 130,370
EBITDA - 6,453 9,835 13,349 13,603 13,834 14,069 14,308 14,551 14,799 15,050
Net Income - 5,120 8,152 11,366 10,454 10,623 10,803 10,987 11,174 11,364 11,557

EBITDA margin - 11.5% 11.5% 11.5% 11.5% 11.5% 11.5% 11.5% 11.5% 11.5% 11.5%
Net income 
margin - 9.2% 9.6% 9.8% 8.9% 8.9% 8.9% 8.9% 8.9% 8.9% 8.9%

NPV of the 
Project 17,624

IRR 19%

Payback period 7.7

Source: KPMG Analysis
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Air conditioners are made of different types of metal. Main air conditioner components are made of copper and
aluminum.

Copper ores and concentrate is available in Georgia, Armenia, Turkey and Kazakhstan. The top exporter of copper
among Asia region is Indonesia accounting for around of 29% of the total export value of cooper.

Aluminum is available in neighbor countries of Georgia: Turkey and Russia. In addition, Kazakhstan and Tajikistan
represents top exporter countries in CIS

Plastic and other nontraditional materials are used to reduce weight and cost as well. Top exporter countries in CIS are
Russia, Uzbekistan and Belarus
Various components in an air conditioner will differ with the application, but usually they are comprised of stainless steel
and other corrosion-resistant metals. Steel is available in Georgia, Azerbaijan and Turkey, however top exporter
countries in CIS are Russia, Ukraine and Kazakhstan

Import tax rate in Georgia for both copper and aluminum raw material is 0%.

Investment proposal for manufacturing of air conditioners

Overview of key raw materials for air conditioners manufacturing

Key raw materials used in manufacturing air conditioners

— Copper

— Aluminum

— Plastic

— Steel

Sources: (1) ITC, (2) KPMG Analysis

Production inputs

— Purchases of raw materials account for significant portion of the production costs of the firms operating in the industry.

— Main raw material inputs used in production of air conditioners are: cooper, aluminum, plastic and steel.

— Dealers/merchants are the key suppliers of materials. Main raw material supply countries are located in Asia and Europe.
Sources: (1) First Research: Automobile Parts Manufacturing, (2) KPMG Analysis
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Overview of potential export markets for air conditioners

In order to understand the optimal capacity of production of air conditioners in Georgia, we analyzed potential consumption of the Georgian production by
following countries of the region (EU, CIS, Middle East, Turkey), assuming that significant part of the products will be exported to these countries. We
calculated the gap between import and export in these countries, as well as the selling price for the imported air conditioners, and identified the countries which
can potentially become export markets for Georgia.
Based on the analysis of the above factors, we calculated approximate share of the potential import of air conditioners by Georgia to these countries. As per
conservative view point we only used around 5% of total EU share, however there is potential of a bigger share of the EU import market to be taken by Georgia
in case of higher investment. Especially, we take into consideration the fact that large auto parts manufacturers import manufactured auto parts from emerging
markets to EU for testing and quality control and afterwards dispatch products for assembly to different countries.

Potential production volume of  air conditioners (HS code 841520)

Import in 
USD'000 

(2017)

Import/export 
gap USD'000 

(2017)
Total import in tons 

(2017)

Estimated total 
import volume  

(thousand units, 
2017) *

Estimated price per 
unit, USD *

Potential share of 
import from Georgia

Potential volume 
(thousand units)

EU 2,043,407 (12,869) 58,419 10,016 204 5.0% 501

Japan 8,839 (11,467) 19,104 19 463 - 0

China 143,989 (100,793) 6,147 1,054 137 - 0

Russian Federation 42,256 39,441 2,379 408 104 - 0

Turkey 23,592 3,673 1,001 172 137 - 0

Ukraine 1,546 (185) 60 10 150 - 0

Kazakhstan 1,398 1,394 90 15 91 - 0

Belarus 4,850 3,937 216 37 131 - 0

Uzbekistan 347 347 11 2 184 - 0

Azerbaijan 50 49 0 0 - - 0

Armenia 48 48 0 0 - - 0

Total 87,427 11,733 501
Note: * The amount of import/export of air conditioners is mostly measured in tons and the data wasn’t available in units, we estimated average weight of one air conditioner and calculated 

amounts in units
Source: CapIQ, KPMG Analysis

Investment proposal for manufacturing of air conditioners
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Optimal industry capacity and estimated investment

— We analyzed import to EU counties in total, as considering the signed 
DCFTA, as well as Georgia’s location, we believe that Georgia has a good 
potential to access EU market.

— As for Japan and China, considering distance we do not consider potential 
for export from Georgia to these countries 

— Further, we assumed that since most of raw materials are expected to 
come from Turkey, we think that the potential for export to Turkey is low.

— In addition, we analyzed the selling price of imported products and 
considered that the benefits from entering CIS is low

As Georgia’s consumption compared to the selected market is not significant, 
we didn’t add any additional quantity to the potential volume. We estimated 
that potential share of import from Georgia in EU will be 5% of the total 
imports. Thus, based on the calculations of import/export data, the optimal 
capacity of the production in Georgia would be around 501,000 units per year. 

Source: CapIQ, KPMG Research, KPMG Analysis

Source: (1) KPMG Research

Based on the information on the investment amount, number of workers and 
production units per year, we calculated the estimated investment at USD36.5 
million. This is an approximate amount, as factors specific to Georgia and 
availability of technologies have not been specifically considered. 

Air conditioners
Denso corporation USD2.3 million factory for 100 employees in Turkey, 2014
Daikin USD72 million factory for 1,500 employees in Vietnam, 2016
Mahle Group around USD26 million factory for 330 employees in China, 
2017
Bosch around USD82 million factory for 750 employees in Romania, 2014
Bosch around USD43 million factory for 900 employees in China, 2018
Bosch USD120 million factory for 1,200 employees in Mexico, 2018

In order to estimate the approximate investment for a manufacturing facility 
with the capacity of 501,000 units per year, we searched for similar projects. 
We have identified the following investments:

Investment proposal for manufacturing of air conditioners
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Based on the data gathered 
and analyzed, we have 
performed high level financial 
calculations for the potential 
project on producing air 
conditioners in Georgia. The 
more detailed description of 
the assumptions and relevant 
calculations are provided 
further on

— Construction period was forecast to last one year

— Capacity utilization was forecast to reach 50% in the second
projection period and further increase by 25% YoY reaching
100% in the 4th projection period

— The delay in the launch of the production is due to the
forecasted plant construction period. The delay in reaching full
forecasted capacity of the production is due to the estimated
time needed for marketing the product and building brand
recognition, as well as considering learning curve effect.

— During the forecasted period the maximum capacity has been
estimated as the nominal capacity determined based on the
analysis of the data obtained during the research, i.e. potential
debottlenecking of production has not been considered.

— Maintenance capital expenditures were forecast based on initial
investment and estimated useful life of the plant of 27 years. As
a result, maintenance CAPEX amounted to USD1,344
thousand, further adjusted for the expected USD inflation.

— Maintenance CAPEX was assumed to be incurred starting from
the 4th projection year

— Construction cost per employee was estimated at around
USD67,900

— As per the Georgian tax code, the amount of taxation for profit
tax is shifted from when profits are earned to when they are
distributed. Therefor we calculated taxes from free cash flow

— WACC is estimated to be 13.7%. WACC was calculated using
data from Damoaran and Duff&Phelps.

Key assumptions
Financial projections for manufacturing of air conditioners

Source: KPMG Analysis

— Based on the data provided by Damodaran, industry average 
capital structure of the industry comprises of 20%-25% of debt 
and 75%-80% of equity. The capital structure of the project was 
assumed to be the same as industry average

Construction project details
Investment USD 000 36,459

Capacity Units 000 501

Number of employee Unit 537

Construction timeline years 1

Annual maintenance 
CAPEX USD 000 1,344

Domestic sales % -

Export sales % 100
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Financial projections for manufacturing of air conditioners

Financial performance

We have assumed projection period of 10 years, followed by terminal period. The construction of factory is expected to be finished by the end of the first 
projection period, after which the plant will be commenced

Gross and EBITDA margins were forecast to amount to 23% and 10.1%, respectively throughout the forecast and terminal periods. EBT margin was projected 
to vary between 7.4% and 8.7%. The COGS and the SG&A expenses have been calculated based on the industry average margins published in CapitalIQ.

Source: CapIQ, KPMG Analysis

Projected statement of Profit and Loss

USD’000 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Terminal 

period

Revenues - 52,311 79,722 108,210 110,266 112,140 114,047 115,985 117,957 119,962 122,002
Growth 52.4% 35.7% 1.9% 1.7% 1.7% 1.7% 1.7% 1.7% 1.7%
COGS - (40,266) (61,366) (83,294) (84,877) (86,320) (87,787) (89,279) (90,797) (92,341) (93,910)
Gross profit - 12,045 18,356 24,916 25,389 25,821 26,260 26,706 27,160 27,622 28,091
Gross profit margin 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0%
SG&A - (6,764) (10,308) (13,992) (14,257) (14,500) (14,746) (14,997) (15,252) (15,511) (15,775)
EBITDA - 5,281 8,048 10,924 11,132 11,321 11,513 11,709 11,908 12,111 12,316
EBITDA margin 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1%
Financial 
Depreciation (1,412) (1,435) (1,461) (1,488) (1,514) (1,539) (1,566) (1,592) (1,619) (1,647)
EBT - 3,869 6,613 9,464 9,643 9,807 9,974 10,144 10,316 10,491 10,670
EBT margin 7.4% 8.3% 8.7% 8.7% 8.7% 8.7% 8.7% 8.7% 8.7% 8.7%
Corporate Income 
tax - - (367) (547) (1,383) (1,414) (1,438) (1,462) (1,487) (1,512) (1,538)
Net Income - 3,869 6,246 8,917 8,260 8,394 8,536 8,681 8,829 8,979 9,132
NI margin 7.4% 7.8% 8.2% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5%
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Sales volume
Production of air conditioners was projected to start in Year 2 at the level of 250,500 units further increasing to 501,000 units in Year 4. The 100% of sales volume is expected to 
be sold on export.

Sales price

Average price for the export was estimated to be USD 204 per unit based on averages of the import countries, provided by International trade Center (ITC).

Sales projection

Source: ITC, KPMG Analysis Source: ITC, KPMG Analysis

Financial projections for manufacturing of air conditioners
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NPV analyses
Financial projections for manufacturing of air conditioners

Source: CapIQ, KPMG Analysis

Discounted cash flow results

USD’000 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Terminal 
period

Total revenues - 52,311 79,722 108,210 110,266 112,140 114,047 115,985 117,957 119,962 122,002
% of growth - 52.40% 35.73% 1.90% 1.70% 1.70% 1.70% 1.70% 1.70% 1.70%
EBITDA - 5,281 8,048 10,924 11,132 11,321 11,513 11,709 11,908 12,111 12,316
EBITDA margin 10.10% 10.10% 10.10% 10.10% 10.10% 10.10% 10.10% 10.10% 10.10% 10.10%
EBT - 3,869 6,613 9,464 9,643 9,807 9,974 10,144 10,316 10,491 10,670
Income tax 
(adjusted) - - (367) (547) (1,383) (1,414) (1,438) (1,462) (1,487) (1,512) (1,538)
NOPAT - 3,869 6,246 8,917 8,260 8,394 8,536 8,681 8,829 8,979 9,132
Cash flow adjustments
Depreciation - 1,412 1,435 1,461 1,488 1,514 1,539 1,566 1,592 1,619 1,647
CAPEX (36,459) - - (1,461) (1,488) (1,514) (1,539) (1,566) (1,592) (1,619) (1,647)
Change in working 
capital - (10,687) (5,600) (5,820) (420) (383) (389) (396) (403) (410) (417)
FCFF (36,459) (5,406) 2,081 3,097 7,840 8,011 8,147 8,285 8,426 8,569 8,715
WACC 13.65%
Terminal growth 
rate 1.70%
Terminal value 16,891
Discount period 0.5 1.5 2.5 3.5 4.5 5.5 6.5 7.5 8.5 9.5 10
Discount factor 0.938 0.825 0.726 0.639 0.562 0.495 0.435 0.383 0.337 0.296 0.296
Discounted FCFF (34,199) (4,462) 1,511 1,979 4,408 3,963 3,546 3,173 2,839 2,541 21,618
Sum of discounted 
cash flows (14,702)
Terminal value 21,618
NPV 6,916
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As a result of high level 
calculations, the project is 
feasible

Key profitability factors of the project
Financial projections for manufacturing of air conditioners

— Our assumptions and analysis has been performed based on the general economic and sector indicators. The detailed calculations 
for Georgia, including construction costs, labor costs, specific legal and environmental costs etc have not been considered. However, 
the country specific taxation has been considered, as well as the CPI and the pricing data. 

— In addition, our assumptions and analysis do not incorporate support mechanisms, such as free of charge transfer of immovable 
property for companies investing in Georgia, that will result in decreased initial investment, increased NPV and shortened payback 
period.

— Per the general analysis, the results show that the project is feasible for the calculated optimal capacity and the relevant investment, 
as well as given costs assumptions. The NPV of the project is positive amounting to USD6.9 million, the project IRR is high 
amounting to 16%. The payback period is estimated to be 8.5 years.

— Considering average debt to equity ratio per industry, current market interest rates for debt and no grace period, equity IRR for 
investment in air conditioners is similar to project IRR. However equity IRR is very sensitive to the terms and size of debt. As an 
example, increasing portion of debt to 40% and assuming 2 years of grace period, equity IRR increases to 17.5%.

Key profitability factors of the project

USD’000 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Terminal 

period
Revenues - 52,311 79,722 108,210 110,266 112,140 114,047 115,985 117,957 119,962 122,002
EBITDA - 5,281 8,048 10,924 11,132 11,321 11,513 11,709 11,908 12,111 12,316
Net Income - 3,869 6,246 8,917 8,260 8,394 8,536 8,681 8,829 8,979 9,132

EBITDA margin - 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1%

Net income margin - 7.4% 7.8% 8.2% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5%

NPV of the Project 6,916

IRR 16%

Payback period 8.5
Source: KPMG Analysis
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Investment proposal for manufacturing of radiators

Overview of key raw materials for radiators manufacturing

Key raw materials used in manufacturing radiators

— Copper

— Brass

The radiators are made of copper and brass tubes.

Copper ores and concentrate is available in Georgia, Armenia, Turkey and Kazakhstan. The top exporter of copper
among Asia region is Indonesia accounting for around of 29% of the total export value of cooper.

Sources: (1) ITC, (2) KPMG Analysis

Production inputs

— Purchases of raw materials account for significant portion of the production costs of the firms operating in the industry.

— Main raw material inputs used in production of radiators are made from copper and brass.

— Dealers/merchants are the key suppliers of materials. Main raw material supply countries are located in Asia and Europe.

Sources: (1) First Research: Automobile Parts Manufacturing, (2) KPMG Analysis
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Overview of potential export markets for radiators

In order to understand the optimal capacity of production of radiators in Georgia, we analyzed potential consumption of the Georgian production by following countries of the
region (EU, CIS, Middle East, Turkey), assuming that significant part of the products will be exported to these countries. We calculated the gap between import and export in
these countries, as well as the selling price for the imported radiators, and identified the countries which can potentially become export markets for Georgia.

Based on the analysis of the above factors, we calculated approximate share of the potential import of radiators by Georgia to these countries. As per conservative view point
we only used around 3% of total EU share, however there is potential of a bigger share of the EU import market to be taken by Georgia in case of higher investment. Especially,
we take into consideration the fact that large auto parts manufacturers import manufactured auto parts from emerging markets to EU for testing and quality control and
afterwards dispatch products for assembly to different countries.

Potential production volume of  Radiators (HS code 870891)

Import in 
USD'000 

(2017)

Import/exp
ort gap 

USD'000 
(2017)

Total import in tons 
(2017)

Estimated total 
import volume  

(thousand units, 
2017) *

Estimated price 
per unit, USD *

Potential share of 
import from 

Georgia

Potential 
volume 

(thousand units)
EU 3,064,605 (640,288) 314,175 28,354 108 3.0% 851
Japan 116,331 (82,093) 6,792 613 190 - 0
China 310,665 283,382 16,257 1,467 212 - 0
Russian Federation 176,549 149,266 17,778 1,604 110 5.0% 80
Turkey 175,508 115,408 9,100 821 214 - 0
Ukraine 18,614 16,165 2,105 190 98 - 0
Kazakhstan 16,964 16,867 2,556 231 74 - 0
Belarus 26,527 13,706 3,131 283 94 - 0
Uzbekistan 2,181 1,986 299 27 81 - 0
Azerbaijan 1,845 1,840 5 0 4,089 10.0% 0
Armenia 451 444 96 9 52 - 0
Total 372,294 33,599 931

Note: * The amount of import/export of radiators is mostly measured in tons and the data wasn’t available in units, we estimated average weight of one radiator and calculated amounts in units
Source: CapIQ, KPMG Analysis

Investment proposal for manufacturing of radiators
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— We analyzed import to EU counties in total, as considering the signed 
DCFTA, as well as Georgia’s location, we believe that Georgia has a good 
potential to access EU market.

— As for Japan and China, considering distance we do not consider potential 
for export from Georgia to these countries 

— Further, we assumed that since most of raw materials are expected to 
come from Turkey, we think that the potential for export to Turkey is low.

— In addition, we analyzed the selling price of imported products and 
considered that the benefits from entering CIS, except Russia and 
Azerbaijan is low. In addition, despite of the existence of the production 
facilities in Russia, the demand exceeds supply and there is potential for 
other supplier to enter the market. As an example, the gap between the 
import/export in Russian is USD149.3 million. Considering the distance 
factor, as well as ease of access of Georgia to Russia, i.e. common border, 
we assumed that Georgia might potentially take up some share of the 
imports. 

As Georgia’s consumption compared to the selected market is not significant, 
we didn’t add any additional quantity to the potential volume. We estimated 
that potential share of import from Georgia in EU and selected countries of 
CIS will be 3% to 10% of the total imports. Thus, based on the calculations of 
import/export data, the optimal capacity of the production in Georgia would be 
around 931,000 units per year. 

Optimal industry capacity and estimated investment

Source: CapIQ, KPMG Research, KPMG Analysis

Source: (1) KPMG Research

Based on the information on the investment amount, number of workers and 
production units per year, we calculated the estimated investment at USD36 
million. This is an approximate amount, as factors specific to Georgia and 
availability of technologies have not been specifically considered. 

Radiators
Denso corporation USD2.3 million factory for 100 employees in Turkey, 2014
Daikin USD72 million factory for 1,500 employees in Vietnam, 2016
Bosch USD120 million factory for 1,200 employees in Mexico, 2018
Bosch around USD82 million factory for 750 employees in Romania, 2014
Bosch around USD43 million factory for 900 employees in China, 2018
Mahle Group around USD26 million factory for 330 employees in China, 2017

In order to estimate the approximate investment for a manufacturing facility 
with the capacity of 931,000 units per year, we searched for similar projects. 
We have identified the following investments:

Investment proposal for manufacturing of radiators
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Based on the data gathered 
and analyzed, we have 
performed high level financial 
calculations for the potential 
project on producing 
radiators in Georgia. The 
more detailed description of 
the assumptions and relevant 
calculations are provided 
further on

— Construction period was forecast to last one year

— Capacity utilization was forecast to reach 50% in the second 
projection period and further increase by 25% YoY reaching 
100% in the 4th projection period

— The delay in the launch of the production is due to the 
forecasted plant construction period. The delay in reaching full 
forecasted capacity of the production is due to the estimated 
time needed for marketing the product and building brand 
recognition, as well as considering learning curve effect.

— During the forecasted period the maximum capacity has been 
estimated as the nominal capacity determined  based on the 
analysis of the data obtained during the research, i.e. potential 
debottlenecking of production has not been considered. 

— Maintenance capital expenditures were forecast based on initial 
investment and estimated useful life of the plant of 27 years. As 
a result, maintenance CAPEX amounted to USD1,328 
thousand, further adjusted for the expected USD inflation.

— Maintenance CAPEX was assumed to be incurred starting from 
the 4th projection year

— Construction cost per employee was estimated at around 
USD67,900

— As per the Georgian tax code, the amount of taxation for profit 
tax is shifted from when profits are earned to when they are 
distributed. Therefor we calculated taxes from free cash flow

— WACC is estimated to be 13.7%. WACC was calculated using 
data from Damoaran and Duff&Phelps. 

Key assumptions
Financial projections for manufacturing of radiators

Source: KPMG Analysis

— Based on the data provided by Damodaran, industry average 
capital structure of the industry comprises of 20%-25% of debt 
and 75%-80% of equity. The capital structure of the project was 
assumed to be the same as industry average

Construction project details
Investment USD 000 36,024
Capacity Units 000 931
Number of employees Unit 531
Construction timeline years 1
Annual maintenance 
CAPEX USD 000 1,328
Domestic sales % -
Export sales % 100
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Financial projections for manufacturing of radiators

Financial performance

We have assumed projection period of 10 years, followed by terminal period. The construction of factory is expected to be finished by the end of the first 
projection period, after which the plant will be commenced

Gross and EBITDA margins were forecast to amount to 23% and 10.1%, respectively throughout the forecast and terminal periods. EBT margin was projected 
to vary between 7.4% and 8.7%. The COGS and the SG&A expenses have been calculated based on the industry average margins published in CapitalIQ.

Source: CapIQ, KPMG Analysis

Projected statement of Profit and Loss

USD’000 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Terminal 

period

Revenues - 51,686 78,770 106,917 108,949 110,801 112,685 114,600 116,548 118,530 120,545
Growth 52.4% 35.7% 1.9% 1.7% 1.7% 1.7% 1.7% 1.7% 1.7%
COGS - (39,785) (60,633) (82,299) (83,863) (85,289) (86,739) (88,213) (89,713) (91,238) (92,789)
Gross profit - 11,901 18,137 24,618 25,086 25,512 25,946 26,387 26,836 27,292 27,756
Gross profit margin 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0%
SG&A - (6,683) (10,185) (13,824) (14,087) (14,327) (14,570) (14,818) (15,070) (15,326) (15,586)
EBITDA - 5,218 7,952 10,794 10,999 11,186 11,376 11,569 11,766 11,966 12,169
EBITDA margin 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1%
Financial 
Depreciation (1,395) (1,418) (1,443) (1,471) (1,496) (1,521) (1,547) (1,573) (1,600) (1,627)
EBT - 3,823 6,534 9,351 9,528 9,690 9,855 10,022 10,193 10,366 10,542
EBT margin 7.4% 8.3% 8.7% 8.7% 8.7% 8.7% 8.7% 8.7% 8.7% 8.7%
Corporate Income 
tax - - (783) (976) (1,398) (1,425) (1,450) (1,474) (1,499) (1,525) (1,551)
Net Income - 3,823 5,752 8,374 8,130 8,265 8,405 8,548 8,693 8,841 8,991
NI margin 7.4% 7.3% 7.8% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5%
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Sales volume
Production of radiators was projected to start in Year 2 at the level of 465,400 units further increasing to 931,000 units in Year 4. The 100% of sales volume is expected to be 
sold on export.

Sales price

Average price for the export was estimated to be USD108 per unit based on averages of the import countries, provided by International trade Center (ITC).

Sales projection

Source: ITC, KPMG Analysis Source: ITC, KPMG Analysis

Financial projections for manufacturing of radiators
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Financial projections for manufacturing of radiators

NPV analyses

Source: CapIQ, KPMG Analysis

Discounted cash flow results
USD’000 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Terminal period
Total revenues - 51,686 78,770 106,917 108,949 110,801 112,685 114,600 116,548 118,530 120,545
% of growth - 52.40% 35.73% 1.90% 1.70% 1.70% 1.70% 1.70% 1.70% 1.70%

EBITDA - 5,218 7,952 10,794 10,999 11,186 11,376 11,569 11,766 11,966 12,169
EBITDA margin 10.10% 10.10% 10.10% 10.10% 10.10% 10.10% 10.10% 10.10% 10.10% 10.10%

EBT - 3,823 6,534 9,351 9,528 9,690 9,855 10,022 10,193 10,366 10,542
Income tax 
(adjusted) - - (783) (976) (1,398) (1,425) (1,450) (1,474) (1,499) (1,525) (1,551)

NOPAT - 3,823 5,752 8,374 8,130 8,265 8,405 8,548 8,693 8,841 8,991
Cash flow adjustments
Depreciation - 1,395 1,418 1,443 1,471 1,496 1,521 1,547 1,573 1,600 1,627
CAPEX (36,024) - - (1,443) (1,471) (1,496) (1,521) (1,547) (1,573) (1,600) (1,627)
Change in working 
capital - (5,218) (2,734) (2,842) (205) (187) (190) (193) (197) (200) (203)

FCFF (36,024) - 4,435 5,533 7,925 8,078 8,215 8,355 8,497 8,641 8,788
WACC 13.65%
Terminal growth 
rate 1.70%
Terminal value 16,891
Discount period 0.5 1.5 2.5 3.5 4.5 5.5 6.5 7.5 8.5 9.5 10
Discount factor 0.938 0.825 0.726 0.639 0.562 0.495 0.435 0.383 0.337 0.296 0.296
Discounted FCFF (33,791) - 3,221 3,535 4,455 3,996 3,576 3,200 2,863 2,562 21,799
Sum of discounted 
cash flows (6,384)
Terminal value 21,799
NPV 15,416
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As a result of high level 
calculations, the project is 
feasible

Key profitability factors of the project
Financial projections for manufacturing of radiators

— Our assumptions and analysis has been performed based on the general economic and sector indicators. The detailed calculations 
for Georgia, including construction costs, labor costs, specific legal and environmental costs etc have not been considered. However, 
the country specific taxation has been considered, as well as the CPI and the pricing data. 

— In addition, our assumptions and analysis do not incorporate support mechanisms, such as free of charge transfer of immovable 
property for companies investing in Georgia, that will result in decreased initial investment, increased NPV and shortened payback 
period.

— Per the general analysis, the results show that the project is feasible for the calculated optimal capacity and the relevant investment, 
as well as given costs assumptions. The NPV of the project is positive amounting to USD15.4 million, the project IRR is high 
amounting to 20%. The payback period is estimated to be 7 years.

— Considering average debt to equity ratio per industry, current market interest rates for debt and no grace period, equity IRR for 
investment in radiators is similar to project IRR. However equity IRR is very sensitive to the terms and size of debt. As an example, 
increasing portion of debt to 40% and assuming 2 years of grace period, equity IRR increases to 23.2%.

Key profitability factors of the project

USD’000 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Termina
l period

Revenues - 51,686 78,770 106,917 108,949 110,801 112,685 114,600 116,548 118,530 120,545
EBITDA - 5,218 7,952 10,794 10,999 11,186 11,376 11,569 11,766 11,966 12,169
Net Income - 3,823 5,752 8,374 8,130 8,265 8,405 8,548 8,693 8,841 8,991
EBITDA 
margin - 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1%
Net income 
margin - 7.4% 7.3% 7.8% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5%

NPV of the 
Project 15,416

IRR 20%

Payback 
period 7.2

Source: KPMG Analysis
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Brake pads are mainly made of iron, copper and steel, that are mixed and bonded together to form the pad material

Copper ores and concentrate is available in Georgia and its neighbor countries – Armenia and Turkey.

Iron and steel is available in Georgia, Azerbaijan, Ukraine, Kazakhstan, Turkey and Russia.

In addition, copper and raw materials of steel and iron can be imported in Georgia with 0% import tax rate

Investment proposal for manufacturing of brake pads

Overview of key raw materials for brake pads manufacturing

Key raw materials used in manufacturing of brake pads

— Steel

— Iron

— Copper

Production inputs

— Purchases of raw materials account for significant portion of the production costs of the firms operating in the industry.

— Main raw material inputs used in production of Brake pads are: steel, iron and cooper.

— Dealers/merchants are the key suppliers of materials. Main raw material supply countries are located in Asia and Europe.

Sources: (1) Taiwan Break technology Corp. –Manufacturing processes, (2) WSA, (3) The Economist Intelligence Unit, (4) Statista, (5) ITC, (6) KPMG research

Sources: (1) First Research: Automobile Parts Manufacturing, (2) Taiwan Break technology Corp. – Manufacturing processes, (3) KPMG Analysis
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Overview of potential export markets for brake pads

In order to understand the optimal capacity of production of brake pads in Georgia, we analyzed potential consumption of the Georgian production by following countries of the
region (EU, CIS, Middle East, Turkey), assuming that significant part of the products will be exported to these countries. We calculated the gap between import and export in
these countries, as well as the selling price for the imported brake pads, and identified the countries which can potentially become export markets for Georgia.
Based on the analysis of the above factors, we calculated approximate share of the potential import of brake pads by Georgia to these countries. As per conservative view point
we only used around 5% of total EU share, however there is potential of a bigger share of the EU import market to be taken by Georgia in case of higher investment. Especially,
we take into consideration the fact that large auto parts manufacturers import manufactured auto parts from emerging markets to EU for testing and quality control and
afterwards dispatch products for assembly to different countries

Potential production volume of Brake Pads  (HS code 681381)

Import in 
USD'000 

(2017)

Import/ 
export gap 

USD'000 
(2017)

Total import in tons 
(2017)

Estimated total 
import volume 

(thousand units, 
2017) *

Estimated 
price per unit, 

USD *

Potential share of 
import from 

Georgia

Potential 
volume 

(thousand units)

EU 265,724 (64,385) 42,955 23,004 11.55 5.0% 1,150

Japan 35,302 (232,662) 2,853 1,528 23.11 - 0

China 9,190 159 702 376 24.44 - 0

Russian Federation 17,378 16,353 6,730 3,604 4.82 - 0

Turkey 10,726 4,452 1,561 836 12.83 - 0

Ukraine 3,672 2,795 855 458 8.02 10.0% 46

Kazakhstan 919 914 289 155 5.94 - 0

Belarus 2,198 1,985 776 416 5.29 - 0

Uzbekistan 214 214 39 21 10.25 10.0% 2

Azerbaijan 466 466 8 4 108.77 10.0% 0

Armenia 38 37 14 7 5.07 - 0

Total 56,782 30,409 1,199
Note: * The amount of import/export of brake pads is mostly measured in tons and the data wasn’t available in units, we estimated average weight of one brake pad and calculated amounts in

units
Source: CapIQ, KPMG Analysis

Investment proposal for manufacturing of brake pads
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Optimal industry capacity and estimated investment

— We analyzed import to EU counties in total, as considering the signed 
DCFTA, as well as Georgia’s location, we believe that Georgia has a good 
potential to access EU market.

— As for Japan and China, considering distance we do not consider potential 
for export from Georgia to these countries 

— Further, we assumed that since most of raw materials are expected to 
come from Turkey, we think that the potential for export to Turkey is low.

— In addition, we analyzed the selling price of imported products and 
considered that the benefits from entering CIS is low

As Georgia’s consumption compared to the selected market is not significant, 
we didn’t add any additional quantity to the potential volume. We estimated 
that potential share of import from Georgia in EU will be 5% of the total 
imports. Thus, based on the calculations of import/export data, the optimal 
capacity of the production in Georgia would be around 1,199,000 units per 
year. 

Source: CapIQ, KPMG Research, KPMG Analysis

Brake pads
TMD Friction around USD36 million factory for 770 employees in Brazil, 
2016
Nisshinbo Automotive Manufacturing USD70 million factory for 750 
employees in United States, 2018
Bosch around USD82 million factory for 750 employees in Romania, 2014
Bosch around USD177 million factory for 2,000 employees in China, 2018
Bosch around USD43 million factory for 900 employees in China, 2018

Based on the information on the investment amount, number of workers and 
production units per year, we calculated the estimated investment at USD6.9 
million. This is an approximate amount, as factors specific to Georgia and 
availability of technologies have not been specifically considered. 

Source: (1) KPMG Research

In order to estimate the approximate investment for a manufacturing facility 
with the capacity of 1,199,000 units per year, we searched for similar projects. 
We have identified the following investments:

Investment proposal for manufacturing of brake pads
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Based on the data gathered 
and analyzed, we have 
performed high level financial 
calculations for the potential 
project on producing brake 
pads in Georgia. The more 
detailed description of the 
assumptions and relevant 
calculations are provided 
further on

— Construction period was forecast to last one year

— Capacity utilization was forecast to reach 50% in the second
projection period and further increase by 25% YoY reaching
100% in the 4th projection period

— The delay in the launch of the production is due to the
forecasted plant construction period. The delay in reaching full
forecasted capacity of the production is due to the estimated
time needed for marketing the product and building brand
recognition, as well as considering learning curve effect.

— During the forecasted period the maximum capacity has been
estimated as the nominal capacity determined based on the
analysis of the data obtained during the research, i.e. potential
debottlenecking of production has not been considered.

— Maintenance capital expenditures were forecast based on initial
investment and estimated useful life of the plant of 27 years. As
a result, maintenance CAPEX amounted to USD256 thousand,
further adjusted for the expected USD inflation.

— Maintenance CAPEX was assumed to be incurred starting from
the 4th projection year

— Construction cost per employee was estimated at around
USD77,000

— As per the Georgian tax code, the amount of taxation for profit
tax is shifted from when profits are earned to when they are
distributed. Therefor we calculated taxes from free cash flow

— WACC is estimated to be 13.7%. WACC was calculated using
data from Damoaran and Duff&Phelps.

Key assumptions
Financial projections for manufacturing of brake pads

Source: KPMG Analysis

— Based on the data provided by Damodaran, industry average 
capital structure of the industry comprises of 20%-25% of debt 
and 75%-80% of equity. The capital structure of the project 
was assumed to be the same as industry average

Construction project details
Investment USD 000 6,932
Capacity Units 000 1,199
Number of employees Unit 90
Construction timeline years 1
Annual maintenance 
CAPEX USD 000 256
Domestic sales % -
Export sales % 100
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Financial performance
Financial projections for manufacturing of brake pads

We have assumed projection period of 10 years, followed by terminal period. The construction of factory is expected to be finished by the end of the first 
projection period, after which the plant will be commenced

Gross and EBITDA margins were forecast to amount to 26.4% and 13.3%, respectively throughout the forecast and terminal periods. EBT margin was 
projected to vary between 9.5% and 11.4%. The COGS and the SG&A expenses have been calculated based on the industry average margins published in 
CapitalIQ.

Source: CapIQ, KPMG Analysis

Projected statement of Profit and Loss

USD’000 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Terminal 

period

Revenues - 7,025 10,707 14,532 14,809 15,060 15,316 15,577 15,842 16,111 16,385
Growth 52.4% 35.7% 1.9% 1.7% 1.7% 1.7% 1.7% 1.7% 1.7%
COGS - (5,173) (7,883) (10,700) (10,903) (11,088) (11,277) (11,469) (11,664) (11,862) (12,064)
Gross profit - 1,853 2,824 3,833 3,905 3,972 4,039 4,108 4,178 4,249 4,321
Gross profit margin 26.4% 26.4% 26.4% 26.4% 26.4% 26.4% 26.4% 26.4% 26.4% 26.4%
SG&A - (920) (1,401) (1,902) (1,938) (1,971) (2,005) (2,039) (2,074) (2,109) (2,145)
EBITDA - 933 1,422 1,930 1,967 2,001 2,035 2,069 2,104 2,140 2,176
EBITDA margin 13.3% 13.3% 13.3% 13.3% 13.3% 13.3% 13.3% 13.3% 13.3% 13.3%
Financial 
Depreciation (268) (273) (278) (283) (288) (293) (298) (303) (308) (313)
EBT - 665 1,149 1,653 1,684 1,713 1,742 1,771 1,802 1,832 1,863
EBT margin 9.5% 10.7% 11.4% 11.4% 11.4% 11.4% 11.4% 11.4% 11.4% 11.4%
Corporate Income 
tax - - (100) (130) (244) (249) (253) (258) (262) (267) (271)
Net Income - 665 1,049 1,523 1,440 1,464 1,488 1,514 1,540 1,566 1,592
NI margin 9.5% 9.8% 10.5% 9.7% 9.7% 9.7% 9.7% 9.7% 9.7% 9.7%
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Sales volume
Production of brake pads was projected to start in Year 2 at the level of 599,500 units further increasing to 1,199,000 units in Year 4. The 100% of sales volume 
is expected to be sold on export.

Sales price

Average price for the export was estimated to be USD11 per unit based on averages of the import countries, provided by International trade Center (ITC).

Sales projection

Source: ITC, KPMG Analysis Source: ITC, KPMG Analysis
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NPV analyses
Financial projections for manufacturing of brake pads

Source: CapIQ, KPMG Analysis

Discounted cash flow results
USD’000 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Terminal period
Total revenues - 7,025 10,707 14,532 14,809 15,060 15,316 15,577 15,842 16,111 16,385
% of growth - 52.40% 35.73% 1.90% 1.70% 1.70% 1.70% 1.70% 1.70% 1.70%

EBITDA - 933 1,422 1,930 1,967 2,001 2,035 2,069 2,104 2,140 2,176
EBITDA margin 13.28% 13.28% 13.28% 13.28% 13.28% 13.28% 13.28% 13.28% 13.28% 13.28%

EBT - 665 1,149 1,653 1,684 1,713 1,742 1,771 1,802 1,832 1,863
Income tax 
(adjusted) - - (100) (130) (244) (249) (253) (258) (262) (267) (271)

NOPAT - 665 1,049 1,523 1,440 1,464 1,488 1,514 1,540 1,566 1,592
Cash flow adjustments
Depreciation - 268 273 278 283 288 293 298 303 308 313
CAPEX (6,932) - - (278) (283) (288) (293) (298) (303) (308) (313)
Change in working 
capital - (1,442) (755) (785) (57) (52) (53) (53) (54) (55) (56)

FCFF (6,932) (509) 567 737 1,383 1,412 1,436 1,460 1,485 1,510 1,536
WACC 13.65%
Terminal growth 
rate 1.70%
Terminal value 16,891
Discount period 0.5 1.5 2.5 3.5 4.5 5.5 6.5 7.5 8.5 9.5 10
Discount factor 0.938 0.825 0.726 0.639 0.562 0.495 0.435 0.383 0.337 0.296 0.296
Discounted FCFF (6,502) (420) 412 471 778 698 625 559 500 448 3,810
Sum of discounted 
cash flows (2,430)
Terminal value 3,810
NPV 1,380
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As a result of high level 
calculations, the project is 
feasible

Key profitability factors of the project
Financial projections for manufacturing of brake pads

— Our assumptions and analysis has been performed based on the general economic and sector indicators. The detailed calculations 
for Georgia, including construction costs, labor costs, specific legal and environmental costs etc have not been considered. However, 
the country specific taxation has been considered, as well as the CPI and the pricing data. 

— In addition, our assumptions and analysis do not incorporate support mechanisms, such as free of charge transfer of immovable 
property for companies investing in Georgia, that will result in decreased initial investment, increased NPV and shortened payback 
period.

— Per the general analysis, the results show that the project is feasible for the calculated optimal capacity and the relevant investment, 
as well as given costs assumptions. The NPV of the project is positive amounting to USD1.4 million, the project IRR is high 
amounting to 16%. The payback period is estimated to be 8 years.

— Considering average debt to equity ratio per industry, current market interest rates for debt and no grace period, equity IRR for 
investment in brake pads is similar to project IRR. However equity IRR is very sensitive to the terms and size of debt. As an example, 
increasing portion of debt to 40% and assuming 2 years of grace period, equity IRR increases to 18.2%.

Key profitability factors of the project

USD’000 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Terminal 

period
Revenues - 7,025 10,707 14,532 14,809 15,060 15,316 15,577 15,842 16,111 16,385
EBITDA - 933 1,422 1,930 1,967 2,001 2,035 2,069 2,104 2,140 2,176
Net Income - 665 1,049 1,523 1,440 1,464 1,488 1,514 1,540 1,566 1,592
EBITDA margin - 13.3% 13.3% 13.3% 13.3% 13.3% 13.3% 13.3% 13.3% 13.3% 13.3%
Net income 
margin - 9.5% 9.8% 10.5% 9.7% 9.7% 9.7% 9.7% 9.7% 9.7% 9.7%

NPV of the 
Project 1,380

IRR 16%

Payback period 8.3

Source: KPMG Analysis
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We have been provided with list of pre selected land plots and buildings suitable for a manufacturing factory construction in Georgia, that are available for free of charge transfer 
to interested investors. We have been informed by LEPL Enterprise Georgia that the list is not exhaustive and more options can be provided to interested investors as per their 
request. See next slide for the details of potential land plots and buildings available for free of charge transfer to an investor

Location of potential land plots and building available for free of charge 
transfer to an investor

Note: International Airport

Port
Source:    KPMG Analysis

3  locations of 
around 24,000 sq.m.

2 locations of around 
28,000 sq.m.

2 locations of around 
30,000 sq.m.

Tbilisi

Kutaisi

Batumi, Poti, Anaklia 
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Details of potential land plots and building available for free of charge 
transfer to an investor
Potential state owned properties for free of charge transfer to an investor for construction of manufacturing factory
Region Imereti Guria Kvemo Kartli
Major cities/towns in region Kutaisi, Zestaponi, Samtredia Lanchkhuti, Ozurgeti Rustavi, Gardabani

Property type Land and ruins 
of buildings

Land and 
buildings

Land and ruins 
of building

Land and 
buildings

Land and 
buildings Land Land and buildings

Address Sulkhan-Saba 
Av. 10; Kutaisi

Griboedovi St. 
55A; Samtredia

Kostava St. 15; 
Samtredia

Muskhishvili St. 
15A; Lanchkhuti Lanchkhuti Gamarjveba; 

Gardabani Gardabani

Property code 03.05.24.891 34.08.47.065 34.08.58.214 27.06.57.190; 
27.06.57.020

27.06.52.541; 
27.06.52.429; 
27.06.52.459

81.07.16.738 81.15.03.218

Size of Land (square meter) 15,632 5,254 6,755 14,949 8,987 5,851 23,672
Population (Thousand persons, 2018) 530 111 432
Labor force (Thousand persons, 2017) 308* 73 236
Unemployed (Thousand persons, 2017) 43* 4 33
Population outside labor force (Thousand 
persons, 2017) 151* 21 90

Average monthly salary in business sector 
(USD, July-September 2018) 322 349 370

Average monthly salary in industry (USD, 
2017) 320 327 456

Production value in industry (USD'000, 
2017) 499 58 885

Value added in industry (USD'000, 2017) 178 24 327

Regional advantages
Center of Georgia;

Close to Kutaisi airport; Main road crossing all major 
towns of region; Easy access to railway, Free 

Industrial Zones

Close to Poti and Batumi ports; 
Close to Batumi airport; Close to 

Turkish border

Close to Azerbaijan and Armenian 
border; Close to the capital - Tbilisi 

and Tbilisi airport

Note: * Information about labor force (age 15-65) and unemployment in the Imereti region is presented together with Racha-Lechkhumi, Kvemo Svaneti data;
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List of countries included in prediction on New car sales and sale 
volumes of aftermarket components

Appendix 1

— North America consists of Canada, Mexico, and the United States.

— South America comprises Argentina, Brazil, Chile, Colombia, and Peru.

— Europe comprises Austria, Belgium, the Czech Republic, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Netherlands, Norway, Poland, 
Portugal, Russia, Spain, Sweden, Switzerland, Turkey, and the United Kingdom.

— Scandinavia comprises Denmark, Finland, Norway, and Sweden.

— Asia-Pacific comprises Australia, China, Hong Kong, India, Indonesia, Kazakhstan, Japan, Malaysia, New Zealand, Pakistan, Philippines, Singapore, South 
Korea, Taiwan, Thailand, and Vietnam.

— Middle East comprises Egypt, Israel, Saudi Arabia, and United Arab Emirates.


For the propose of new car sales and sale volumes of aftermarket components Global market consists of North 
America, South America, Europe, Scandinavia, Asia-Pacific, Middle East, South Africa and Nigeria. 
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HS Codes Used for Analysis of International trade of Automotive parts 
and components (1/5)

Appendix 2

HS code Label
400912 Tubes, pipes and hoses, of vulcanised rubber (excluding hard rubber), not reinforced or otherwise combined with other materials, with fittings
400922 Tubes, pipes and hoses, of vulcanised rubber (excluding hard rubber), reinforced or otherwise combined only with metal, with fittings
400932 Tubes, pipes and hoses, of vulcanised rubber (excluding hard rubber), reinforced or otherwise combined only with textile materials, with fittings
400942 Tubes, pipes and hoses, of vulcanised rubber (excluding hard rubber), reinforced or otherwise combined with materials other than metal or textile materials, with fittings
400950 Tubes, pipes and hoses, of vulcanized rubber other than hard rubber, with fittings
401110 New pneumatic tyres, of rubber, of a kind used for motor cars, incl. station wagons and racing cars
401120 New pneumatic tyres, of rubber, of a kind used for buses and lorries (excluding typres with lug, corner or similar treads)
401210 Retreaded tyres of rubber
401211 Retreaded pneumatic tyres, of rubber, of a kind used on motor cars "incl. station wagons and racing cars"
401219 Retreaded pneumatic tyres, of rubber (excluding of a kind used on motor cars, station wagons, racing cars, buses, lorries and aircraft)
401220 Used pneumatic tyres of rubber
401310 Inner tubes, of rubber, of a kind used on motor cars, incl. station wagons and racing cars, buses and lorries
401390 Inner tubes, of rubber (excluding those of a kind used on motor cars, incl. station wagons and racing cars, buses, lorries and bicycles)
401699 Articles of vulcanised rubber (excluding hard rubber), n.e.s.
681310 Brake linings and pads with a basis of asbestos, of other mineral substances or of cellulose, whether or not combined with textile or other materials

681320 Friction material and articles thereof, e.g. sheets, rolls, strips, segments, discs, washers and pads, for clutches and the like, not mounted, containing asbestos, whether or not 
combined with textile or other materials

681381 Brake linings and pads, with a basis of mineral substances or cellulose, whether or not combined with textile or other materials (excluding containing asbestos)

681389 Friction material and articles thereof, e.g. sheets, rolls, strips, segments, discs, washers and pads, for clutches and the like, with a basis of mineral substances or cellulose, whether or 
not combined with textile or other materials (excluding containing asbestos, and brake linings and pads)

681390 Friction material and articles thereof, e.g. sheets, rolls, strips, segments, discs, washers and pads, for clutches and the like, with a basis of asbestos, other mineral substances or 
cellulose, whether or not combined with textile or other materials (excluding brake linings and pads)

700711 Toughened "tempered" safety glass, of size and shape suitable for incorporation in motor vehicles, aircraft, spacecraft, vessels and other vehicles

700721 Laminated safety glass, of size and shape suitable for incorporation in motor vehicles, aircraft, spacecraft, vessels and other vehicles (excluding multiple-walled insulating units of 
glass)

700910 Rear-view mirrors, whether or not framed, for vehicles

Source: KPMG Analysis
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HS Codes Used for Analysis of International trade of Automotive parts 
and components (2/5)

Appendix 2

HS code Label
732010 Leaf-springs and leaves therefor, of iron or steel (excluding clock and watch springs and shock absorbers and torque rod or torsion bar springs of Section 17)
732020 Helical springs, of iron or steel (excluding flat spiral springs, clock and watch springs, springs for sticks and handles of umbrellas or parasols, and shock absorbers of Section 17)
830120 Locks used for motor vehicles, of base metal
830230 Base metal mountings, fittings and similar articles suitable for motor vehicles (excluding hinges and castors)
840734 Spark-ignition reciprocating piston engine, of a kind used for vehicles of chapter 87, of a cylinder capacity > 1.000 cm³
840820 Compression-ignition internal combustion piston engine "diesel or semi-diesel engine", for the propulsion of vehicles of chapter 87
840991 Parts suitable for use solely or principally with spark-ignition internal combustion piston engine, n.e.s.
840999 Parts suitable for use solely or principally with compression-ignition internal combustion piston engine "diesel or semi-diesel engine", n.e.s.
841330 Fuel, lubricating or cooling medium pumps for internal combustion piston engine
841430 Compressors for refrigerating equipment
841459 Fans (excluding table, floor, wall, window, ceiling or roof fans, with a self-contained electric motor of an output <= 125 W)
841520 Air conditioning machines of a kind used for persons, in motor vehicles

841583 Air conditioning machines comprising a motor-driven fan, not incorporating a refrigerating unit but incorporating elements for changing the temperature and humidity (excluding of a 
kind used for persons in motor vehicles, and self-contained or "split-system" window or wall air conditioning machines)

842123 Oil or petrol-filters for internal combustion engines
842131 Intake air filters for internal combustion engines

842139 Machinery and apparatus for filtering or purifying gases (excluding isotope separators and intake air filters for internal combustion engines)

842549 Jacks and hoists of a kind used for raising vehicles, not hydraulic

842691 Cranes designed for mounting on road vehicles

843110 Parts of pulley tackles and hoists (other than skip hoists), winches, capstans and jacks, n.e.s.

848210 Ball bearings

848220 Tapered roller bearings, incl. cone and tapered roller assemblies

848240 Needle roller bearings
848250 Cylindrical roller bearings (excluding needle roller bearings)

Source: KPMG Analysis
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HS Codes Used for Analysis of International trade of Automotive parts 
and components (3/5)

Appendix 2

HS code Label
848310 Transmission shafts, incl. cam shafts and crank shafts, and cranks
850710 Lead-acid accumulators of a kind used for starting piston engine "starter batteries" (excluding spent)
850790 Plates, separators and other parts of electric accumulators, n.e.s.
851110 Sparking plugs of a kind used for spark-ignition or compression-ignition internal combustion engines
851120 Ignition magnetos, magneto-dynamos and magnetic flywheels, for spark-ignition or compression-ignition internal combustion engines
851130 Distributors and ignition coils of a kind used for spark-ignition or compression-ignition internal combustion engines
851140 Starter motors and dual purpose starter-generators of a kind used for spark-ignition or compression-ignition internal combustion engines
851150 Generators of a kind used for internal combustion engines (excluding magneto dynamos and dual purpose starter-generators)

851180 Electrical ignition or starting equipment, incl. cut-outs, of a kind used for spark-ignition or compression-ignition internal combustion engines (excluding generators, starter motors, 
distributors, ignition coils, ignition magnetos, magnetic flywheels and sparking plugs)

851190 Parts of electrical ignition or starting equipment, generators, etc. of heading 8511, n.e.s.
851220 Electrical lighting or visual signalling equipment for motor vehicles (excluding lamps of heading 8539)
851230 Electrical sound signalling equipment for cycles or motor vehicles
851240 Electrical windscreen wipers, defrosters and demisters, for motor vehicles
851290 Parts of electrical lighting or signalling equipment, windscreen wipers, defrosters and demisters of a kind used for cycles and motor vehicles, n.e.s.

851981 Sound recording or sound reproducing apparatus, using magnetic, optical or semiconductor media (excluding those operated by coins, banknotes, bank cards, tokens or by other 
means of payment, turntables and telephone answering machines)

852520 Transmission apparatus incorporating reception apparatus, for radio-telephony, radio-telegraphy, radio-broadcasting or television

852719 Radio-broadcast receivers capable of operating without an external source of power, not combined with sound-reproducing apparatus

852721 Radio-broadcast receivers not capable of operating without an external source of power, of a kind used in motor vehicles, combined with sound recording or reproducing apparatus

852729 Radio-broadcast receivers not capable of operating without an external source of power, of a kind used in motor vehicles, not combined with sound recording or reproducing 
apparatus

853180 Electric sound or visual signalling apparatus (excluding indicator panels with liquid crystal devices or light emitting diodes, burglar or fire alarms and similar apparatus and apparatus 
for cycles, motor vehicles and traffic signalling)

853641 Relays for a voltage <= 60 V

853910 Sealed beam lamp units

Source: KPMG Analysis
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HS Codes Used for Analysis of International trade of Automotive parts 
and components (4/5)

Appendix 2

HS code Label
854430 Ignition wiring sets and other wiring sets for vehicles, aircraft or ships
870710 Bodies for motor cars and other motor vehicles principally designed for the transport of persons
870790 Bodies for tractors, motor vehicles for the transport of ten or more persons, motor vehicles for the transport of goods and special purpose motor vehicles of heading 8705

870810 Bumpers and parts thereof for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport of persons, 
motor vehicles for the transport of goods and special purpose motor vehicles, n.e.s.

870821 Safety seat belts for motor vehicles

870829 Parts and accessories of bodies for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport of 
persons, motor vehicles for the transport of goods and special purpose motor vehicles (excluding bumpers and parts thereof and safety seat belts)

870830 Brakes and servo-brakes and their parts, for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport 
of persons, motor vehicles for the transport of goods and special purpose motor vehicles, n.e.s.

870831 Mounted brake linings for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport of persons, motor 
vehicles for the transport of goods and special purpose motor vehicles

870839 Brakes and servo-brakes and parts thereof for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the 
transport of persons, motor vehicles for the transport of goods and special purpose motor vehicles, n.e.s.

870840 Gear boxes and parts thereof, for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport of 
persons, motor vehicles for the transport of goods and special purpose motor vehicles, n.e.s.

870850
Drive-axles with differential, whether or not provided with other transmission components, and non-driving axles, and parts thereof, for tractors, motor vehicles for the transport of ten 
or more persons, motor cars and other motor vehicles principally designed for the transport of persons, motor vehicles for the transport of goods and special purpose motor vehicles, 
n.e.s.

870860 Non-driving axles and parts thereof for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport of 
persons, motor vehicles for the transport of goods and special purpose motor vehicles, n.e.s.

870870 Road wheels and parts and accessories thereof, for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the 
transport of persons, motor vehicles for the transport of goods and special purpose motor vehicles, n.e.s.

870880 Suspension systems and parts thereof, incl. shock-absorbers, for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally 
designed for the transport of persons, motor vehicles for the transport of goods and special purpose motor vehicles, n.e.s.

870891 Radiators and parts thereof, for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport of persons, 
motor vehicles for the transport of goods and special purpose motor vehicles, n.e.s.

870892 Silencers "mufflers" and exhaust pipes, and parts thereof, for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed 
for the transport of persons, motor vehicles for the transport of goods and special purpose motor vehicles, n.e.s.

870893 Clutches and parts thereof, for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport of persons, 
motor vehicles for the transport of goods and special purpose motor vehicles, n.e.s.

870894 Steering wheels, steering columns and steering boxes, and parts thereof, for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles 
principally designed for the transport of persons, motor vehicles for the transport of goods and special purpose motor vehicles, n.e.s.

Source: KPMG Analysis
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HS Codes Used for Analysis of International trade of Automotive parts 
and components (5/5)

Appendix 2

HS code Label

870895 Safety airbags with inflator system and parts thereof, for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for 
the transport of persons, motor vehicles for the transport of goods and special purpose motor vehicles, n.e.s.

870899 Parts and accessories, for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport of persons, motor 
vehicles for the transport of goods and special purpose motor vehicles, n.e.s.

871690 Parts of trailers and semi-trailers and other vehicles not mechanically propelled, n.e.s.

902910 Revolution counters, production counters, taximeters, milometers, pedometers and the like (excluding gas, liquid and electricity meters)

902920 Speed indicators and tachometers, stroboscopes

902990 Parts and accessories for revolution counters, production counters, taximeters, milometers, pedometers and the like, speed indicators and tachometers, and stroboscopes, n.e.s.

910400 Instrument panel clocks and clocks of a similar type for vehicles, aircraft, vessels and other vehicles

940120 Seats for motor vehicles

940190 Parts of seats, n.e.s. 

Source: KPMG Analysis
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HS Codes Used for Analysis of Plastic and Steel
Appendix 3

 Plastic

HS code Label
3901 Polymers of ethylene, in primary forms
3907 Polyacetals, other polyethers and epoxide resins, in primary forms; polycarbonates, alkyd resins, polyallyl esters and other polyesters, in primary forms
3902 Polymers of propylene or of other olefins, in primary forms
3903 Polymers of styrene, in primary forms
3904 Polymers of vinyl chloride or of other halogenated olefins, in primary forms
3906 Acrylic polymers, in primary forms
3909 Amino-resins, phenolic resins and polyurethanes, in primary forms
3908 Polyamides, in primary forms
3910 Silicones in primary forms

3911
Petroleum resins, coumarone-indene resins, polyterpenes, polysulphides, polysulphones and other polymers and prepolymers produced by chemical synthesis, n.e.s., in primary 
forms

3912 Cellulose and its chemical derivatives, n.e.s., in primary forms
3905 Polymers of vinyl acetate or of other vinyl esters, in primary forms; other vinyl polymers, in primary forms
3913 Natural polymers, e.g. alginic acid, and modified natural polymers, e.g. hardened proteins, chemical derivatives of natural rubber, n.e.s., in primary forms

Source: KPMG Analysis

 Steel

HS code Label
7201 Pig iron and spiegeleisen, in pigs, blocks or other primary forms
7206 Iron and non-alloy steel in ingots or other primary forms (excluding remelting scrap ingots, products obtained by continuous casting and iron of heading 7203)
7207 Semi-finished products of iron or non-alloy steel
7218 Stainless steel in ingots or other primary forms (excluding remelting scrap ingots and products obtained by continuous casting); semi-finished products of stainless steel

7224
Steel, alloy, other than stainless, in ingots or other primary forms, semi-finished products of alloy steel other than stainless (excluding waste and scrap in ingot form, and products 
obtained by continuous casting)

Source: KPMG Analysis
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HS Codes Used for Analysis of Aluminum, Lithium and Glass 
Appendix 3

 Aluminum

HS code Label
760120 Unwrought aluminium alloys
760110 Aluminium, not alloyed, unwrought
760612 Plates, sheets and strip, of aluminium alloys, of a thickness of > 0,2 mm, square or rectangular (excluding expanded plates, sheets and strip)

760200
Waste and scrap, of aluminium (excluding slags, scale and the like from iron and steel production, containing recoverable aluminium in the form of silicates, ingots or other similar 
unwrought shapes, of remelted waste and scrap, of aluminium, ashes and residues from aluminium production)

760611 Plates, sheets and strip, of non-alloy aluminium, of a thickness of > 0,2 mm, square or rectangular (excluding expanded plates, sheets and strip)
760692 Plates, sheets and strip, of aluminium alloys, of a thickness of > 0,2 mm (other than square or rectangular)
760691 Plates, sheets and strip, of non-alloy aluminium, of a thickness of > 0,2 mm (other than square or rectangular)
760310 Powders of aluminium, of non-lamellar structure (excluding pellets of aluminium)
760320 Powders of aluminium, of lamellar structure, and flakes of aluminium (excluding pellets of aluminium, and spangles) 

Source: KPMG Analysis

 Lithium 

HS code Label
283691 Lithium carbonates
282520 Lithium oxide and hydroxide

Source: KPMG Analysis

 Glass

HS code Label
7001 Cullet and other waste and scrap of glass; glass in the mass (excluding glass in the form of powder, granules or flakes)
7002 Glass in balls, rods or tubes, unworked (excluding glass microspheres <= 1 mm in diameter, glass balls of the nature of a toy)

Source: KPMG Analysis
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Mapping of selected subsectors to HS Codes and NACE 2 code (1/3)
Appendix 4

Table Name

No. Subsector ITC CODE ITC Description
NACE 2 
(Prodcom 
codes)

Description

1 Tires
401110 New pneumatic tyres, of rubber, of a kind used for motor cars, incl. station 

wagons and racing cars 22.11.11 New pneumatic rubber tyres for motor cars (including for 
racing cars)

401120 New pneumatic tyres, of rubber, of a kind used for buses and lorries 
(excluding typres with lug, corner or similar treads) 22.11.13 New pneumatic tyres, of rubber, of a kind used on buses, 

lorries or aircraft

2
Mirrors 
(rear-view 
mirrors)

700910 Rear-view mirrors, whether or not framed, for vehicles 23.12.13.50 Glass rear-view mirrors for vehicles

3 Lead acid 
batteries 8507

Electric accumulators, incl. separators therefor, whether or not square or 
rectangular; parts thereof (excluding spent and those of unhardened rubber 
or textiles)

27.20.22 Lead-acid accumulators for starting piston engines

4
Electrical 
vehicle 
batteries

850720
850730
850740
850750
850760
850780
850790

Lead acid accumulators (excluding spent and starter batteries)
Nickel-cadmium accumulators (excluding spent)
Nickel-iron accumulators (excluding spent)
Nickel-metal hydride accumulators (excluding spent)
Lithium-ion accumulators (excluding spent)
Electric accumulators (excluding spent and lead-acid, nickel-cadmium, 
nickel-iron, nickel-metal hydride and lithium-ion accumulators)
Plates, separators and other parts of electric accumulators, n.e.s.

27.20.21
27.20.23
27.20.24

Lead-acid accumulators, excluding for starting piston 
engines
Nickel-cadmium, nickel metal hydride, lithium-ion, lithium 
polymer, nickel-iron and other electric accumulators
Parts of electric accumulators including separators

5 Lighting 
equipment 851220 Electrical lighting or visual signalling equipment for motor vehicles 

(excluding lamps of heading 8539) 27.40.30.30
Electrical lighting or visual signalling equipment for motor 
vehicles (excluding electric filament or discharge lamps, 
sealed beam lamp units, ultraviolet, infrared and arc lamps)

6
Signaling 
system 
(sound)

851230 Electrical sound signalling equipment for cycles or motor vehicles 29.31.23.50 Electrical sound signalling equipment for cycles or motor 
vehicles (excl. burglar alarms for motor vehicles)

7 Pumps 841330 Fuel, lubricating or cooling medium pumps for internal combustion piston 
engine 28.13.11.65 Fuel, lubricating or cooling-medium pumps for internal 

combustion engines

8
Transmissio
n system 
(gearbox)

870840

Gear boxes and parts thereof, for tractors, motor vehicles for the transport of 
ten or more persons, motor cars and other motor vehicles principally 
designed for the transport of persons, motor vehicles for the transport of 
goods and special purpose motor vehicles, n.e.s.

29.32.30.33 Gear boxes and their parts

9 Clutches 870893

Clutches and parts thereof, for tractors, motor vehicles for the transport of 
ten or more persons, motor cars and other motor vehicles principally 
designed for the transport of persons, motor vehicles for the transport of 
goods and special purpose motor vehicles, n.e.s.

29.32.30.65 Clutches and parts thereof

Source: KPMG Analysis
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Mapping of selected subsectors to HS Codes and NACE 2 code (2/3)
Appendix 4

Table Name

No. Subsector ITC CODE ITC Description
NACE 2 
(Prodcom 
codes)

Description

10 Air 
conditioners 841520 Air conditioning machines of a kind used for persons, in motor vehicles 28.25.12.40 Air conditioning machines of a kind used in motor vehicles

11

Generators  
(starter 
motors, 
alternators)

851150 Generators of a kind used for internal combustion engines (excluding 
magneto dynamos and dual purpose starter-generators) 29.31.22.50

Generators for internal combustion engines (including 
dynamos and alternators) (excluding dual-purpose starter-
generators)

851140 Starter motors and dual purpose starter-generators of a kind used for spark-
ignition or compression-ignition internal combustion engines 29.31.22.30 Starter motors and dual-purpose starter-generators

12 Spark plugs 851110 Sparking plugs of a kind used for spark-ignition or compression-ignition 
internal combustion engines 29.31.21.30 Sparking plugs

13 Ignition 
coils 851130 Distributors and ignition coils of a kind used for spark-ignition or 

compression-ignition internal combustion engines 29.31.21.70 Distributors and ignition coils

14 Brake pads 681381
Brake linings and pads, with a basis of mineral substances or cellulose, 
whether or not combined with textile or other materials (excluding containing 
asbestos)

23.99.11

Fabricated asbestos fibres; mixtures with a basis of 
asbestos and magnesium carbonate; articles of such 
mixtures, or of asbestos; friction material for brakes, 
clutches and the like, not mounted

15
Drive-axles 
with 
differential

870850

Drive-axles with differential, whether or not provided with other transmission 
components, and non-driving axles, and parts thereof, for tractors, motor 
vehicles for the transport of ten or more persons, motor cars and other 
motor vehicles principally designed for the transport of persons, motor 
vehicles for the transport of goods and special purpose motor vehicles, 
n.e.s.

29.32.30.36 Drive-axles with differential, non-driving axles and their parts

16
Seats for 
motor 
vehicles

940120 Seats for motor vehicles 29.32.10.00 Seats for motor vehicles

17 Wheels 870870

Road wheels and parts and accessories thereof, for tractors, motor vehicles 
for the transport of ten or more persons, motor cars and other motor 
vehicles principally designed for the transport of persons, motor vehicles for 
the transport of goods and special purpose motor vehicles, n.e.s.

29.32.30.40 Road wheels and parts and accessories thereof

18 Suspension 
systems 870880

Suspension systems and parts thereof, incl. shock-absorbers, for tractors, 
motor vehicles for the transport of ten or more persons, motor cars and 
other motor vehicles principally designed for the transport of persons, motor 
vehicles for the transport of goods and special purpose motor vehicles, 
n.e.s.

29.32.30.50 Suspension systems and parts thereof (including shock 
absorbers)

Source: KPMG Analysis
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Mapping of selected subsectors to HS Codes and NACE 2 code (3/3)
Appendix 4

Table Name

No. Subsector ITC CODE ITC Description
NACE 2 
(Prodcom 
codes)

Description

19 Air bags 870895

Safety airbags with inflator system and parts thereof, for tractors, motor 
vehicles for the transport of ten or more persons, motor cars and other 
motor vehicles principally designed for the transport of persons, motor 
vehicles for the transport of goods and special purpose motor vehicles, 
n.e.s.

29.32.20.50 Airbags with inflator system and parts thereof

20 Exhaust 
systems 870892

Silencers "mufflers" and exhaust pipes, and parts thereof, for tractors, motor 
vehicles for the transport of ten or more persons, motor cars and other 
motor vehicles principally designed for the transport of persons, motor 
vehicles for the transport of goods and special purpose motor vehicles, 
n.e.s.

29.32.30.63 Silencers and exhaust pipes; parts thereof

21 Bumpers 870810

Bumpers and parts thereof for tractors, motor vehicles for the transport of 
ten or more persons, motor cars and other motor vehicles principally 
designed for the transport of persons, motor vehicles for the transport of 
goods and special purpose motor vehicles, n.e.s.

29.32.30.10 Bumpers and parts thereof (including plastic bumpers)

22 Radiators 870891

Radiators and parts thereof, for tractors, motor vehicles for the transport of 
ten or more persons, motor cars and other motor vehicles principally 
designed for the transport of persons, motor vehicles for the transport of 
goods and special purpose motor vehicles, n.e.s.

29.32.30.61

Radiators for tractors, motor cars, goods vehicles, crane 
lorries, fire-fighting vehicles, concrete-mixer-, road sweeper-, 
spraying lorries, mobile workshops and radiological units; 
parts thereof

23 Safety seat 
belts 870821 Safety seat belts for motor vehicles 29.32.20.30 Safety seat belts

24 Windscreen 
wipers 851240 Electrical windscreen wipers, defrosters and demisters, for motor vehicles 29.31.23.70 Windscreen wipers, defrosters and demisters for 

motorcycles or motor vehicles

25 Oil and 
petrol filters 842123 Oil or petrol-filters for internal combustion engines 28.29.13.30 Oil or petrol-filters for internal combustion engines

Source: KPMG Analysis
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Mapping of selected subsectors to HS Codes and NACE 2 code (3/3)
Appendix 4

Table Name

No. Subsector ITC CODE ITC Description
NACE 2 
(Prodcom 
codes)

Description

26 Intake air 
filters 842131 Intake air filters for internal combustion engines 28.29.13.50 Intake air filters for internal combustion engines

27 Interior parts

870899

Parts and accessories, for tractors, motor vehicles for the transport of ten or 
more persons, motor cars and other motor vehicles principally designed for 
the transport of persons, motor vehicles for the transport of goods and special 
purpose motor vehicles, n.e.s.

29.32.30.90 Other parts and accessories, n.e.c., for vehicles of HS 8701 
to 8705

392690 Articles of plastics and articles of other materials of heading 3901 to 3914, 
n.e.s (excluding goods of 9619)

22.29.29.50 Other articles made from sheet

22.29.29.95 Other articles of plastic n.e.c (excluding appliances 
identifiable for ostomy use)

392113

Plates, sheets, film, foil and strip, of cellular polyurethanes, unworked or 
merely surface-worked or merely cut into squares or rectangles (excluding 
self-adhesive products, floor, wall and ceiling coverings of heading 3918 and 
sterile surgical or dental adhesion barriers of subheading 3006.10.30)

22.21.41.50 Plates, sheets, film, foil and strip of cellular polyurethanes

Source: KPMG Analysis
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List of countries with double taxation treaties
Appendix 5

List of countries with double taxation treaties

Austria Ireland The Netherlands

Belgium Italy Poland

Bulgaria Latvia Rumania

United Kingdom Lithuania Greece

Germany Luxemburg France

Denmark Malta Finland

Estonia Czech republic Spain

Azerbaijan Singapore Ukraine

Turkey Armenia China

Turkmenistan Uzbekistan Kazakhstan

Iran Qatar The United Arab emirates

Sweden Switzerland The State of Israel

India Hungary Slovakia

Bahrain Norway Egypt

Serbia San Marino Slovenia

Kuwait Croatia Portugal

Japan Belarus Iceland

Cyprus Korea Liechtenstein

Source: Ministry of Finance
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List of training centers in Georgia
Appendix 6

Training Centers in Georgia

Name Course Location Website

LEPL Community College Iberia Automobile repairer- electric technician; Engine repairer; Mechanic Kutaisi www.iberias.ge

LEPL Akaki Tsereteli State University Automobile repairer- electric technician; Engine repairer; Mechanic Kutaisi www.atsu.edu.ge

LEPL Community college Gldani 
Vocational Training Center Automobile repairer- electric technician; Engine repairer Tbilisi www.profgldani.ge

LEPL Vocational College Black Sea Engine Repairer Batumi www.batumiprof.ge

LEPL Community College Mermisi Engine Repairer Tbilisi www.mermisicollege.edu.
ge

LEPL Community College Aisi Engine Repairer Gurjaani www.collegeaisi.ge

NELE Vocational College Phazisi Engine Repairer Photi www.phazis.edu.ge

LEPL Vocational College Speqtri Engine repairer Tbilisi www.spectri.org

LEPL Community College New wave Car diagnostic Kobuleti www.kpc.ge

LEPL Georgian Technical University Mechanic Tbilisi www.gtu.ge

LEPL Community College Opizari Mechanic Akhaltsikhe www.profkoleji-opizari.ge

Source: KPMG Analysis

http://www.iberias.ge/
http://www.atsu.edu.ge/
http://www.profgldani.ge/
http://www.batumiprof.ge/
http://www.mermisicollege.edu.ge/
http://www.collegeaisi.ge/
http://www.phazis.edu.ge/
http://www.spectri.org/
http://www.kpc.ge/
http://www.gtu.ge/
http://www.profkoleji-opizari.ge/
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Overview of list of requirements for usage non-origination materials to 
obtain Rule of Origin

Appendix 7

Source: DCFTA, REGIONAL CONVENTION ON PAN-EURO-MEDITERRANEAN PREFERENTIAL RULES OF ORIGIN 

Overview of list of working or processing requirements to be carried out on non-originating materials in order that the product manufactured can obtain originating 
status
Chapter Subsector ITC CODE Working or processing, carried out on non-originating materials, which confers originating status
68 Brakes pads 681381 Manufacture from materials of any heading, except that of the product
70 Mirrors (rear-view mirrors) 700910 Manufacture from materials of heading 7001

84
Pumps 841330

Manufacture:
- from materials of any heading, except that of the product, and
- in which the value of all the materials used does not exceed 40% of the ex-works price of the product
OR
Manufacture in which the value of all the materials used does not exceed 25% of the ex-works price of the product

Air conditioners 841520 Manufacture in which the value of all the materials used does not exceed 40 % of the ex-works price of the product

85

Electrical vehicle batteries

850720-
850760
850780
850790

Manufacture:
- from materials of any heading, except that of the product, and
- in which the value of all the materials used does not exceed 40 % of the ex-works price of the product
OR
Manufacture in which the value of all the materials used does not exceed 30 % of the ex-works price of the productIgnition coils 851130

851140
Lighting equipment 851220

87

Bumpers 870810

Manufacture in which the value of all the materials used does not exceed 40 % of the ex-works price of the product
Drive-axles with differential 870850
Radiators 870891
Air bags 870895

Interior parts

870899

39
392113

Manufacture from highly-transparent polyester-foils with a thickness of less than 23 micron
OR
Manufacture in which the value of all the materials used does not exceed 25 % of the ex-works price of the product

392690 Manufacture in which the value of all the materials used does not exceed 50 % of the ex-works price of the product

94 Seats for motor vehicles 940120

Manufacture from materials of any heading, except that of the product or
Manufacture from cotton cloth already made up in a form ready for use with materials of heading 9401 or 9403, provided that:
- the value of the cloth does not exceed 25 % of the ex-works price of the product, and
- all the other materials used are originating and are classified in a heading other than heading 9401 or 9403
OR
Manufacture in which the value of all the materials used does not exceed 40 % of the ex-works price of the product
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