(465) — 47 —

1 #z/ — &

HEEAERS O RO 7 b E F A YD
SRR OAT ST L E B ELER N PE SE D A

s Ji B M

LU IS

AZE 7 — Mid, 20044-12H10H, DIJ-German Institute for Japanese Studies,
EU-Japan Centre for Industrial Cooperation ¥ & (% IIC-Industrial Investment
Council (Germany) DO #H{E THI»N/ZEFE S >~ 7 7 L ¥ X [Recent Develop- |
ments in the Automotive Supplier Industry in Japan and the EUJ (BHVER%F
RFZFHEAZHRER S ZHE) ICHWTHE L7 [The Shift of Production
Capabilities of the Automobile Industry to Central Europe and Germany's Position
as a Business Location: The Case of the Automotive Components Industry| D 7’
VYT =V gV AF9A4ARKThD, hy 77 v ZORNBIZOWTIE, &H
i35 Dr. Andreas Moerke X (DIJ-German Institute for Japanese Studies)
PER L7, IO &S 7%, [HE] (Abstract) L TH ZEIZT5 !

[BEHEXERIZZ 0N ¥ -2 3 VLEBL, EXEOBIAKAE LNk
EDOZ L WS TOOEREREME RYE, MU LHEHH A —H—ZHAT
2k, FAYTR=MORE K STz, OEBMDHLWT » —H AR5 H
EROF - T4 v —lZ\aitohTkD, Zhid¥ 754 v —p¥rosEm
MEDORRERRL TN B, RAFERMEATEO—RTH5HETTLELT,
K32 2 HIETWANOLEERSBEY 5 55, IR 2 HEORK
Walfit 5 LN TESBESS5 . K3 2 MERGNOBEEZKRETT 5
B8, YITHLTEHONL A — b A~ 3 b XIS B 5 BT
RGN T 5D B NHRENE Y 5 5 7280, BmORERLE BRI OV THE



— 48 — (466) IR A MRE SBo54E B3

TEIXENRSH B, I T, LlEEICHONCOEBHEEY 724 —12kB0T
B LR ERVY T 501, HELDRWEREOPE Ly, ZOY Y
RO AT, HREERM (FIZFAY) ORHEY 77 4 v —pERIZBT

DEADREAEE L, MHIC T SEEROPUR ZWIg & g, TL T
MSE M EARERICEHD UTHK$ 5, | (DIJ - German Institute for Japanese
Studies 7> Web-site, http://www.dijtokyo.org/?page=event detail.php&p_id=389&
lang=en&lang=ja 7> SHafl) , WAIZ, B> 7 7 L v 2T, XD K s
bz,

Welcome and Keynote Speech
Keynote speech: "Changes in the Automotive Value Chain - a new role
for suppliers?”, Mr. Tetsuo Kitani, McKinsey&Company.

Session 1 - "Changes in OEM Purchase Policy”

Chair: Dr. Jochen Legewie, CNC - Communications & Network

Consulting Japan KK

(1) "Changes in OEM Purchasing Policy in Japan: Some Suggestions
from an International Comparison of Financial Data.", Prof. Dr.
Katsuki Aoki, Kantogakuin University.

(2) "Developments in the European Automotive Industry - Requirements
and Challenges for OEMs and Suppliers.", Dr. Jurgen Bischoff,
Fraunhofer IPA.

(3) "Changes in the Japanese Market - a Foreign Firm's View.", Mr.
Richard Kracklauer, Sachs Automotive Japan.

Session 2 - "Hollowing-Out: Threats for the Local Suppliers?”
Chair: Dr. Fabrizio Mura, EU-Japan Centre for Industrial Cooperation
(1) "Continuous Process Innovation in Japanese Auto Parts Manufactur-

ing: Implications for Hollowing-Out in Japan.", Prof. Dr. Shoichiro

Sei, Kantogakuin University.
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(2) "The Automotive Industry Shift to Eastern Europe and China: Dim
Prospects for Germany?", Mr. Hideaki Kawamura, Emst & Young,
Ltd.

(3) "Production Re-location: Trends in Europe", Prof. Sumiaki Furukawa,
Yamaguchi University.

Session 3 - "Industry Clusters - A New Productivity Model?"

Chair: Mr. Christian Blank, IIC - Industrial Investment Council

(1) "Automotive Clusters in Japan - the Aichi Region", Prof. Masaaki
Tsuji, Osaka University

(2) "Automotive Clusters in ‘Germany - tasks for SMEs", Prof. Dr.
Heinz Jurgen Klepzig, Augsburg University of Applied Science.

(3) "The Eastern German Automotive Cluster - A Japanese Supplier

Perspective", Mr. Gert Herrmann, formerly Takata-Petri AG.
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The Shift of Production Capabilities of the Automobile Industry to

Central Europe and Germany's Position as a Business Location:

The Case of the Automotive Components Industry

By Sumiaki Furukawa,

Professor of Yamaguchi University,

Faculty of Economics, Dept. of Business Administration
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Contents
Outline: Shift of Automobile Pro-
duction to Central and Eastern
Europe (CEE).
Globalization of Automobile Indus-
try and Position of CEE as business
location of automobile production.
Shift of Production Bases of Parts
Manufacturers to CEE.
Impact on Germany's domestic
Suppliers by the Shift of Automo-
tive Components Production to
CEE.
Transnational competition between
regions in an enlarged EU and stra-
tegic position of Germany.
Conclusion: What are the Competi-
tive Advantages of the Automotive
Components manufacturers staying
in Germany? : Conventional and
Progressive views.
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1. B gEdA PR O - RN DTSR L
Outline: Shift of Automobile Production to Central and Eastern Europe (CEE)

* Focusing on the business strategies
motivating the automobile and auto-
components manufactures shift to
CEE.

* Global restructuring of the automo-
bile industry stimulates automobile
Manufactures as global players to go
to Central and Eastern Europe.

* Investment-inviting policies of Cen-

tral European Countries offered to

the automobile and auto-components
manufacturers to set up its plant.
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Globalization of Automobile Industry and Position of Central and
Eastern Europe as Business Location of the Automobile Production

* Progression of CEE from merely a
base of an International division of
labor to a regional global production
base: Strategies of business alliance,
global parts procurement and global
platform are progressing beyond
borders, boundaries and regions.

- Shift of business position of Central
European Countries from low cost
regions to business locations of pro-
duction, export and development.

- CEE pays a large role as the manu-
facturing location in the strategy of
the reorganized brand management
of the automobile manufacturers.

* Construction of systems of optimal
division of labor between Western
and Central-Eastern European manu-
facturing locations

+ Shift of labor intensive manufactur-
ing bases from Central to Eastern
Europe.
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Shift of Production Bases of Parts Manufacturers to Central and Eastern Europe

» Parts suppliers accompany the auto-
mobile manufacturers constructing
factories in Central Europe.

* Forming a part of global network of
the automobile manufacturers in the
process of change of their purchasing
system (sharing cost reduction, de-
velopment and manufacturing) .

* Local JIT-supply of the module-
parts.

- As suppliers (T2) affiliated to the
Module or System suppliers, they
settle to CEE.

- Joint Ventures with local parts sup-
pliers in CEE.
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Impact on Germany's domestic Suppliers by the Shift of Automotive

Components Production to CEE

- The Shift of the manufacturing base
to CEE is an inherent consequence of
globalization. Hollowing-Out in Ger-
many is an inevitable result.

- Selection of parts suppliers: Large
parts suppliers have a powerful pres-
ence. The auto maker is focusing on
sharing common manufacturing line,
carrying over common parts and
common platform, and giving large
suppliers more outsourcing responsi-
bility as ways to reduce capital ex-
penditures.

- Continued on the following page -

- A PERLE D H RN DOSERIT 70 —

POULD BRI R HN T 5.

CAFEFET A Y OEA, STy b

74— o IGELTORE T
EEhH T T A4 v — DAEE IRk
PREh A — B — DR



H#HEAFRGORRADY 7 b & N A YO TAHONF L BEESREEOHM  (471) — 53 —

* Strategic options: (DT2 or T3 sup-
plier affiliated to the large suppliers,
@in competition with other western
suppliers coming into Eastern coun-
tries, or (3)in competition with local
suppliers affiliated with the west or
Din competition with local suppliers
who achieved individual success by
own efforts.

* The competition between parts sup-
pliers inside EU is becoming still
more heated. ‘

- German parts suppliers are faced
with powerful competitors from Cen-
tral Europe: Shift of labor intensive
manufacturing from Germany to
Central, then to Eastern low labor
countries.

- Business opportunity: Japanese-
American suppliers come to Ger-
many as a transit port with advanced
business resources.
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Transnational competition between regions in the large EU

and strategic position of Germany

* Rivalry between governments over
Investment-inviting policies: impor-
tant role of local governments.

* Labor union: Importance of the posi-
tive reception of full recognition
about the transnational competition
between regions in an enlarged EU.
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Conclusion . What are the Competitive Powers of the Automotive Components

manufacturers staying in Germany? : Conventional and Progressive views.

Conventional

- Rationalization of management (re-
structuring, re-engineering) coupled
with structurally slimming down the
business dealings of parts by the car
makers.

« To participate in global supplier
network.

+ Strategic tie-up reflected by prosper-
ous business fields holding a domi-
nant position vis-a-vis the competi-
tive partners.

Progressive

- Practices of sustainable development
motivated to the incessant evolution
of the automobile concepts and re-
sponding proactively to changes and
advances in environment, safety, ITS
(Intelligent Transport Systems) .

+ Importance of unique, special suc-
cessful technologies and prospering
products, and utilization of regional
business conditions including re-
gional network.

* Active cultivation of the new fields
to develop the components to realize
new concepts.

+ Investigation of business expansion
to other new fields besides automo-
tive parts by utilizing the existing
technologies.

+ It's necessary for German regional
suppliers to connect their advanced
technologies with a network of
global business.

* Importance of opening positions to
persons of talent beyond national
boundaries: recruiting the capable
persons from Central and Eastern
countries.
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[RERZXS51 K]
The Shift of Automobile Production to Central
Europe and Hollowing-Out in Germany:
The Case of the Automotive Components Industry

Prof. Sumiaki Furukawa

Faculty of Economics

Yamaguchi University

Tel./Fax +81-83-933-5523
http://www.econo.yamaguchi-u.ac.jp/

German domestic parts

manufactures have a bright
@ Tax reform (National, local)

future: Revolutionary way!
uture: Revolutionary way @ High-tech Innovation policy
(high-technological lag)
key word Government case: supports of technology

based firm; High-tech cluster of

(D Globalization = domestic
Byern

globalization (localization)

@ It's impossible to get off
the train of globalization

nable wage

Industry labor union
@ Reduction of labor cost @ Capital-labor cooperation policy:
@ Specialist, Innovator, Integrator conditions.
(Survival race) @ Management-oriented industrial
democracy

(world record of labor cosf)
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‘lmage on the Survival Strategy of the German Parts Suppliers
and Germany's Position as a Business Location

Stralegic Parts Suppliers
Behavior of : -
Paris Suppliers ' Module | Piattorm S " Shiingto - |Ervironment]
Strateay | Strategy Globalisation Ceniral Exirope Safely: Tl Mg}ﬂr_ Medium | Small
N active, active, actively G active " . il
'gamrpaﬁs i [:> aggressive; |aggressive |accompanying ???;V»a, e development alt]lfance, dl'eiuP“ dominant | :f irv: : Labrc;r
"’”pp lers (ﬁ-e': )y % |proposal  |; proposal |; aggressive aceompanying ) . eup ominan iensye.pans

: osal

Medium- unavoidable,  |unavoidaby ! ] 5 :
standing Paits ’:> T4 or T2 Tgsmomn asactveas  [sctive sub- alifance, | dominant junavoidable; as
Suppliers {11,72) P 9

. L ordinate tie-up | ortie-up factive as possible
possible . possible: ; :

sub- sub- passive, negative,

Small-standing T3, 2 passive, passive,

?’%ﬁfoswu;;)hers |:1J> gg:?;:'g positioning ?:;iwe ::gg;::?' ordinate | ordinate fie-up regional

e domestie: | Lo suppotts, domestic:

Governrent. l:> - - - employment, {ax] ouﬁg en:{ent - - tax employment, tax

G Lt reduction g reduction reduction
international reasonable reasonable
flzbor alliance | ' oacawage - - b h wages,wage

reduction reduction

unavoidable
cooperation bhetween
. apital and labo
Lowered the corporation tax, Is German wage
but local tax rate is high! system a straitjacket?

Optimal Location of Parts Manufacture Schema

Low transport |, : , High transport

efficiency efficiency
Technology Location Pattern
-intensive Concentratedin

[y

dvanced countries
The German Way?)

System Parts
(seat, air conditioner,
brake), Tire, Ramp

7 Large Pres's-Parts,
Large resin-treated parts,
- Fuel tank

Wire harnesses,
Batteries, Small resin- "\
treated parts, Sewing parts

A
Labor-
intensive
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Central, Eastern
Europe

== Auto Manufacturing Plants

ﬁ Supply

Parts production base
Technology-intensive

New Car
Concepts

(475) —57 —

environmental
responses,
safety
technologies,
ITS

In Germany
High value-added parts

or Vaiue chain
specialization

Labor- intensive - _ L
Low transport efficiency entrgrce into
JV, greenfield) parts market
gl ) Cooperation,
— tie-up,
newcomers propdgsal,
, from aother industrial Value chain
Supply now Direct investment - fields:
Highly efficient =
electronic : : . v 1\
gormponents. Parts Manufacturer Competitive,>, | next generation

“ technologies;

unique, special

Technolegy-intensive
High transport efficiency

Prof. Furukawa

JInevitable innovation
integration

=i technology and
producis

Common, optimal
procurements of
parts

Modularization/
outsourcing

Alliances 7
of:car makers

“reduction

' friendly technologies

L
Lo
i
L
%, \

German
common platform k\;:> Auto-ComponentS

/ U Manufacturers

Government:
Taxation system

Value chain

Business circumstances in which German auto parts

leave them no alternative but to act as they do aggressively.

coming generation
technologies; environment-

Casi mmpetsimn

suppliers of Low
cost countries:
Eastern, Southern
EC countries

=
N\

labor union
Dual System

manufacturers find themselves

Prof. Furukawa
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Toyota Motor X\ Pomatt Warsew Fiat Auto Tychy
Polska Walbrzy; ! POLAND Isuzu Motor Tychy

Skoda Miada / Fiat Auto Bielsko-Biala
CERMIARY /s
' - ‘ ia owertrain

Bielsko-Biala

SLOVAKIA ‘. PSA Trnava

: o w 1
ToyotaPeugeot Kolin Bratistava ‘ ]
. Suzuki MOLDOVA' M;
S N Esztergom
;W > AUSTRIA i
VW Slovakia—" /ﬂ‘ﬂ" ROMANIA

Daewoo

Audi Gyor Zagreb Zan_l Cralova
Opel Hungary BOSNIA
Szentgotthard NHERZEGOVI
‘ Bt BULGARIA
Revoz Ljubljana .:%34«‘,
Adriatic* Podnorss |
Zastava Kragujevac Sea gones
Auto/ Power Train Factorys ¢ Dacia Pitesti
in Central, Easter Europe g Prof. Furskawa

Design, R&D Centers and Manufacturing Plants of Toyota in Europe

Toyota Motor Manufacturing

Toyota'\Russland
Poland SP.zo.o. (TMMP)2002

/(Plan)z 06

Toyota Motor Industries Poland

Toyota Motor SP.zo.0\{TMIP)2005

Manufacturing (UK)
Ltd. (TMUK)1992

Toyota Peugeg

Automobile
TPCA)200

Toyota Motor
Manufacturing France
S.A.S. (TMMF)

Salvador Caetano
ILM.V.T,, S.A.Aug.

Toyota Motor Manufacturing

Design, R&[’Centers
Turkey Inc.(TMMT)1994

Prof. Furukawa
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Western Parts Manufacturing Plants operating in

Central and Eastern Countries
(70 leading Companies, excluding Japanese)

Fourin: [ERJH B BB 4R & 2 ££2004/2005J20044E , 19E M GEREL

Mew manufacturing Investment of German Suppliers New Manufacturing invesiment of Gemman Suppliers

{1993-2602) {2003-2005)
Africa 3% Cerntral,
- Eastern
Asia 8% Europe 26% ) Central,
MNorth America Asia 20% Ezstemt
% :> Europe 34%
South _ )
America 16% |V Gemay % Norll‘ﬁgfnca
Other Europe Souflh America J‘
1% 8% [iﬂfﬁgu‘ope

The direct investment of German Parts Suppliers are shifting from
Western Europe to Asia, and also to Central and Eastern Europe.
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Gross Sales Volume and Employees of German Automotive
Components Industry (1990-2002)

(100Million) (10,000)
600 35
i 5
i 500 30
L o 25
400 . ‘
20
300
15
200
10
100 5
0 0

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

i-VSVa!?s Volume —e— Employees

German Parts Industry has continued to grow since 1994.
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Import of Car Components to Germany

Expot of Car Components from Germarny (EXport ratio: 2002} .

(Exportratio: 2002}

electrical slectrical
ts 6%
compornan enging parts compoanents
2% 3% engine parts

mepairing parts
14%

17%

N train,
power train, poweEr ,
bmy,c'nmis body, chassis
% 61%

Import and export of the German Parts Industry is now balanced. But, it is faced
with imminent competitions from Central and Eastern European Newcomers will
soon catch up with German industry.
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