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Turkey is of strategic importance for the Fiat
group, which has production facilities located in
Bursa  since 1971. A peculiar feature of this
presence is that all the affiliates of the group which
operate in the automotive filière (Fiat Auto,
Magneti Marelli, Teksid) have set up joint ventures
with Turkish partners.

In the case of Fiat Auto, its share of the capital
of Tofas (Turk Otomobil Fabrikasi As), the
industrial affiliate, was worth 41.5 % of total
capital.  A share of  34.2 % was in the hands of the
partner, the Turkish diversified group Koç, the
remaining part of the capital being quoted in the
stock market.   A separate company (Tofas Oto
Ticaret As) was set up to commercialise the
product, following a frequent practice in Turkish
business.  In it, Fiat had a minority share of the
capital.

In 1995, in correspondence with a major
strategic change,  the equity share of both partners,
Fiat and Koç, was set at 37.8 % in Tofas, the rest
being scattered in the stock market.  Fiat also
increased its share in the commercial company,
Tofas Oto Ticaret, to 37.5 %, the same of the
Turkish partner.

For a period of more than two decades, Tofas
was a good example of successful international
partnership, oriented to penetrate a vaste and
protected market, transferring mature technologies,
machinery and human resources from Italy. In the
mid-Nineties, a strategic change took place. Fiat

decided that Turkey should become one of the
main production poles of  the “178 project” (Palio
and Siena models) that we have defined in another
contribution as a tentative of “selective
globalisation” (Balcet, Enrietti, 1999). The
innovative idea was to produce a world car
especially oriented to the needs of emerging
countries, in Eastern Europe, Latin America, Africa
ad Asia. Italy was the location of the new platform,
where the models of this family have been
developed, and the source of component exports,
while production involved several main integrated
poles and a number of assembly units in emerging
or developing countries.  In a first stage, the project
was implemented in the Mercosur area (through a
new greenfield investment in Argentina and
integration with pre-existent Brasilian facilities),
with production starting in 1996. In 1997, Poland
became another pole of this project, able to
produce the Palio and Siena model and to export
components within an integrated network of
suppliers (Balcet, Enrietti, 1998).  Turkey was then
chosen as a third production pole, whose
importance was considered equal or superior to that
of Poland, and second only to the Brasilian and
Mercosur pole.

The recent history of the Fiat group in Turkey
reflects not only the strategic change by Fiat, but
also the evolution of the macroeconomic context
and the economic policies affecting the car market,
including exchange rate devaluation, high inflation
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and subsequent stabilisation through restriction of
demand.  In particular, the sharp liberalisation
process that took place in 1996 deeply changed the
strategic position of the main car makers in the
country, Tofas and Renault.  Stabilisation policies
depressed the automotive market in the second half
of Nineties.

Low wages still create cost advantages, also if
compared to Brasil, but in the second half of 1999
the real exchange rate revaluated, because of  still
high inflation rates, thus negatively affecting the
international cost competitiveness of the country.

One of the main issues in order to analyse the
evolution of the competitive position of the Fiat
group is how a joint venture can successfully
support the transition from a domestic market-
oriented strategy, in a highly protected context, to a
globally or regionally integrated strategy.

In the first context, the rules of the game are
clear (Balcet, 1990). The local partner provides the
access to the market and is responsible for the
personnel and buying policies. The multinational
partner transfers technologies and is responsible of
the industrial management.  The joint venture may
be considered a learning instrument for both
partners, which play complementary roles.

By contrast, the internationally integrated
production requires a higher level of control on
industrial processes, product quality, sourcing and
trade flows by the multinational partner (Bélis-
Bergouignan, Bordenave, Lung, 2000).

The advantages of local partnership  become
less evident, and potential conflict can arise on the
power of controlling international flows by the
local partner. In any case, the process of
international integration of the joint venture will be
complex.

This point is illustrated by Fiat’s recent
experience in Turkey. In this paper we look at the
evolution of the production strategies in the last
decade, focusing on the problems of  the local
partnership.

In particular, we shed light on  intra-firm trade
flows and on moves towards global engineering.
Special attention is then devoted to the purchasing
strategies and to the evolving features of Fiat’s
suppliers.  Finally, some concluding questions are
raised.

PRODUCTION STRATEGIES AND MARKET
SHARES

Table 1 shows  the evolution of production and
the percentage of local content for the different
Tofas models since 1989 till 1999.  Levels of
production have been decreasing since reaching a
peak in 1993, when 196,000 vehicles were
produced; a partial recovery took place in 1997,
when 94,000 vehicles were produced.

It is striking to notice that  until 1999 the
production of the obsolete 131 family of models
exceeded the production of 178 models (Palio and
Siena).  In 1999, 24.000 Palio and Siena were
produced, against 30.000 mature 131-family cars.

How can this surprising outcome be explained?
It seems clear that Tofas found it difficult to
operate successfully the transition to a trans-
regional or global configuration, which implies a
context of open international competition. Mature
and very mature models have continued to generate
profits for a long time.  In that situation the range
of production was renewed late, giving advantages
to local competitors, especially Renault. For
example, the Uno model, a widely internationally
produced model, the production of which started in
Italy in 1983, was produced in the Bursa plant only
since 1994.

Therefore, in 1996, when the trade liberalisation
policy was implemented, the relative weight of the
old and obsolete models was too big. Moreover,
Fiat appeared to be especially weak in segments D
and E, that are quite relevant in Turkey.  The
situation was worsened by the limited quantity of
imports from Italy of new models, and by the
delayed launch of the 178 family, i. e. Palio and
Siena models,  till 1998.  At that time the range of
products became  more diversified, also thanks to
local assembly of Marea and Brava since 1999.
But Tofas (as well as Fiat in other countries) could
hardly improve its reputation as a producer of
quality cars, because it has for a long time been
associated with mature low-range products, viewed
by consumers as low price, reliable but low quality.

As far as local content is concerned, table 1 also
gives a significant insight on the evolution, in the
same period, of the local content associated with
the production of each model. Mature models have
been highly integrated locally, at 90 % in the case
of the 131 family. Local content was lower but
increasing over time in the case of Tempra, Tipo
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and Uno.  Palio and Siena  had a local content of
59 % in the first year, because of huge imports of
components from Italy and Brasil (see table 3
below). But that figure increased to 77 % in 1999
and to 81 % in 2000 as a result of improved
domestic suppliers (see section. 4).We must also
note that outsourcing is less developed in Tofas
than in other Fiat affiliates, and vertical integration
still higher.

Top managers stated that they considered
outsourcing less necessary in Turkey, because
labour relations insure very high flexibility in the
use of labour, and because the capacity utilisation
level has been very low in recent years.

Consistently with the trends described above,
Tofas’ market shares declined sharply in the 1994-
2000 period, from  49.7 %  to 17.9 % (see table 2).

Table 2.. - Market shares in Turkish automobile industry

Tofas Renault Other
producers

Imports Total

1989 51.1 37.9 5.1 5.9 100.0
1990 40.4 28.9 3.8 26.9 100.0
1991 46.6 33.5 2.6 17.3 100.0
1992 45.3 34.6 3.0 17.1 100.0
1993 44.0 29.7 3.2 23.1 100.0
1994 49.7 32.2 6.2 11.9 100.0
1995 41.6 32.5 16.6 9.3 100.0
1996 29.9 27.0 19.6 23.5 100.0
1997 26.8 23.8 14.1 35.3 100.0
1998 23.8 24.9 17.1 34.2 100.0
1999 20.2 21.6 13.4 44.8 100.0
2000 17.9 16.0 12.3 53.8 100.0

Source: Fiat group

On till 1995, the market shares of Tofas
exceeded  40 %. Their decline has been striking in
the second half of the decade: from about 50 per
cent in 1994 to 18 per cent in  2000.  Meanwhile,
also the second car maker, Renault, has been losing
market shares, from 32.5 in 1995 to 16.0 in 2000,
but at a slower pace, at least up till 1999.

This trend can be explained only to a limited
extent by the increasing share of new producers
(Opel, Toyota, Hyundai and Honda).  The main
feature shaping the market was the boom of
imports. In table 2, the sharp impact of trade
liberalisation in 1996 is shown by the increase of
imports share from less than 10 % in 1995 to about
54 % in 2000. Therefore, exporters to Turkey
appear to be the true winners in the late Nineties in
the Turkish market. In 2000,  the share of imports
by Tofas was worth 1.8 %, and  that of imports by
Renault  7.4 %.

As a consequence of such tendencies, the
profitability  of Tofas declined, and the company
lost money in 1998 and in 1999, after decades of
profits.  Pre-tax profit on revenue ratio was still
worth 11 % in 1996 and 13.5 in 1997, but this ratio
was negative in the following years:  -11.9 % in
1998 and -16.6 % in 1999.

Employment decreased from 7,000 to about
4,000 units at the end of 1999. In Febuary, 2000,
the productive capacity of Tofas plants was
exploited on average only at 25 %.

In mid-2000, the situation became more
favorable because of the domestic market ricovery
and the new perspectives of insertion of Tofas in a
regional  European strategy, opened by the new
light commercial vehicle (Doblò), to be produced
only in Bursa for the whole of Europe.1

LOCAL PARTNERSHIP AND GLOBAL
INTEGRATION

One of the possible explanations of the
difficulties referred to above resides in the
problems which arised within this international
partnership.

Production of the 178-family models (Siena and
Palio) was planned to start in the Bursa plant in
1996; but it was delayed for about two years, until
1998, because of serious conflict arisen between

                                                                        
1 In Tofas' forecast, the production of Doblò should reach

80,000 units / year, but in 2000 the production was limited to
13,700 units.
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the two partners, Fiat and Koç.  The conflict was
originated essentially by the new strategic
perspectives of the Italian car maker, when
introducing the transition from the traditional
multi-domestic strategy, strongly oriented to a
domestic, highly protected market, towards the
insertion of Tofas in the 178 project of “selective
globalisation”.  The new strategic horizon required
deep technological and organizational change.

The need for higher control on industrial
processes and on international flows, specific to the
new configuration, explains why Fiat tried to
extend its control power, in particular in the
commercial area, i.e. in Tofas Oto Ticaret AS.
During negotiations with Koç, the work of a Tofas
team in the 178 platform in Turin was stopped. The
conflict went to an end in January 1998, when Fiat
obtained a degree of control considered satisfactory
through an Italian general manager of Tofas Oto
Ticaret AS, new capital shares in the joint ventures
and side agreements between partners.  Technical
cooperation started again in the 178 platform, Palio
and Siena production was launched in Bursa plant,
and Tofas was involved in the global sourcing
strategy, supported by an information system,
called “world material flows” (Balcet, Enrietti,
1999).

Divergent interests between partners also appear
in the choice of assembling locally or importing
from Italy.2  Moreover, operating losses in 1998
and 1999 created new difficulties between partners.
It is significant that the new investment for a
commercial vehicle (see above) was made directly
by Fiat Auto, as Koç was not interested in it. This
product will be manufactured by Tofas "à façon",
as a subcontractor of Fiat Auto. As a consequence
the progressive integration of Tofas in Fiat's
industrial network is under way.

Intra-firm trade flows
A very interesting consequence of Fiat’s

selective globalisation on Turkey is its insertion in
the flows of international intra-company trade
created by the 178 project.  Table 3 shows data
comparing 1998 and 1999, as provided by Fiat
Auto.  The overall picture shows that the Turkish
pole is a net importer within the international
production network created by Fiat with the 178
project.

                                                                        
2 This was the case for the Bravo/Brava model, when Koç

insisted for local assembly instead of importing CBU vehicles.

This general result derives from net imports of
components and materials, and to a lesser extent of
completely-built-up (CBU) vehicles. Italy is the
main origin of these import flows.  However, the
intra-company trade deficit of Turkey has been
reduced by  half from 1998 to 1999, because of a
decrease of 39 % in the import and an increase of
45 % in the  export of components, mainly to
Poland and to other Fiat assembly units involved in
the 178 project (India, South Africa, Morocco) or
in the production of mature models (SKD 131
models to Egypt).

These data reflect less the changing
macroeconomic conditions and economic policies
than the effects of  industrial investments decided
in the previous years.  The devaluation of Brasilian
real is not reflected as it could be expected,
because the installation of new productive
capabilities in Bursa substituted imports of
components from Brasil for Palio. Since February,
1999, the installation of new presses generated
export of stampings to Fiat Auto Poland.  These
export flows explain the higher level of capacity
utilisation in the press shop in Bursa, compared
with the rest of the Tofas plant.

Industrial projects need medium and long term
planning, while finance follows short and very
short term targets: This divergence, along with the
impact of policy factors, deeply affects these data.

Towards global engineering?
The beginning of a process of

internationalisation of R&D and product
development within Fiat Auto is one of the
interesting consequences of the implementation of
the 178 project. Tofas is involved in this process,
even if to a lesser extent than FIASA, the Brasilian
affiliate.

The availability of human resources of good
quality, especially engineers, created favourable
conditions for developing specialised competencies
(or “excellence areas”) in specific technologies.
That means that Technical Direction of Tofas,
where 80 persons are working in 2000, is
responsible not only for projects aiming to adapt,
test or differenciate vehicles or components to
specific domestic market needs and regulations; but
also for projects which can generate new
knowledge to be exported to Italy or other
production poles worldwide.  In other words,
beside a majority of project in R&D and
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engineering “contextual” to local production,  we
can find examples of  non-contextual “global”
activities of product development.

Incremental and adaptive developments of
products include the direct responsibility of Tofas'
Technical Direction for mature 131 models, which
are still in production only in Turkey. But there are
also some significant examples of first steps in
global engineering, such as the development of a
new gearbox for Palio and Siena, which also

requires horizontal cooperation between Turkish
and Brasilian R&D units. Moreover, Tofas is
responsible for the development of the Scudino
new commercial vehicle.  Tofas has also been
involved in the re-styling of Palio.

Tofas' Technical Direction was able to exploit
financial support by the Turkish government for
research projects, up to 60 % of total cost of a
project and to 90 % of the wages of research
personnel.

Magneti Marelli and Teksid
Both the companies of the Fiat group producing

car components are operating in Turkey through
minority-owned joint ventures. They  represent
very different cases from the point of view of
strategies and performances. Mako is a minority
affiliate of Magneti Marelli, which holds 43 % of

capital. It is located in Bursa area and started
production in 1971 with Tofas. It was a classical
case of follow-the-client foreign direct investment.
Its production is very diversified and vertically
integrated, including electronic and electro-
mechanical products: starters and alternators,
exhaust systems, lighting, rear-view mirrors,

Table 3. Turkey. Intra-company trade flows originated by Fiat Auto 
            (1998-1999. Billion lira)

1998 Italy Poland Brasil Argentina Others * Total

Export components 0 35,8 0 19 11,1 46,9
           vehicles 0 0 0 0 0 0
Total   export 0 35,8 0 11,1 46,9

Import components 146,1 2,3 115,4 19 0 282,7
           vehicles 76,4 0 0 0 0 76,4
Total   imports 222,5 2,3 115,4 19 0 359,1

Balance components -146,1 33,5 -115,4 0 11,1 -235,8
             vehicles -76,4 0 0 0 0 -76,4
Total     balance            -222,5 33,5 -115,4 -19 11,1 -312,2

1999 Italy Poland Brasil Argentina Others * Total

Export components 0 26,2 0 1,3 40,6 68,1
           vehicles 0 0 0 0 0 0
Total   export 0 26,2 0 1,3 40,6 68,1

Import components 136,9 5,4 27,6 1,2 0 171
           vehicles 57,2 0 0 0 0 57,2
Total   imports 194,1 5,4 27,6 1,2 0 228,2

Balance components -136,9 20,8 -27,6 0,1 40,6 -102,9
             vehicles -57,2 0 0 0 0 -57,2
Total     balance            -194,1 20,8 -27,6 0,1 40,6 -160,1

(*) India, south Africa, Morocco, Egypt

Source: Fiat Auto
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heating and instrumentation. Clients are quite
diversified, but exports do not exceed 10 % of total
sales. Given its dependence on the domestic
market, Mako suffered from the slowdown of
automotive demand in Turkey, and reduced
employment to less than 800 persons (from 1,150
in 1993).   Relevant new investment was made in
1996 for the 178 project (including new COMAU
robots), but production levels lower than expected
in Tofas plant worsened its financial situation.
Recovery is expected thanks to the Scudino
production in 2000.

Mako seems to suffer from insufficient scale
economies and low specialization of production. In
general terms, its organization and strategies are
still shaped by the pre-1996 situation of a protected
domestic market, and the transition to new global
or regional strategies encounter difficulties that are
to a large extent similar to those of Tofas.

Cevher Döküm is a very different case. In 1994,
Teksid took a stake of 30 % in this company
located in Izmir, founded in 1955. The other
partners in the joint venture are two family-owned
Turkish groups.  With 430 employees, Cevher
Döküm is a highly efficient aluminium foundry,
producing over 3 million pieces a year, including
cylinderheads, castings for engines and
transmissions, brake calipers and hydraulic pump
parts.   It exports 72 % of total sales, the first client
being GM in the USA and worldwide: for some
niche pieces, it is the only supplier;  Teksid, Italy,
is the second client, while Tofas and Renault-
Turkey are minor clients.  Its competitiveness and
high profitability seem to depend on the high
quality of production, that means very low scrap
rates. Low wages go along with good quality and
training of labour. In a context of high flexibility of
labour market, this company seems to follow a
strategy of life-employment and company loyalty,
from early apprentice to retirement. The role of
Teksid in this joint venture lies in the transfer of
technology and the purchase of components.

In 1999, advanced casting machinery have been
re-localised from Carmagnola, Italy, in order to
produce cylinder blocks for Alfa Romeo.

In spite of the unfavorable evolution of the
exchange rate, Cevher Döküm is an example of
successful export-oriented and specialized small
supplier.

SUPPLIERS POLICIES

Tofas’s policy towards its own suppliers was
first to reduce their number, a policy followed in all
production areas (Italy, Poland and Brazil). The
reduction in Turkey was carried out by :
1. selecting the best suppliers,
2. switching from the purchase of separate parts

to buying systems or modules from a single
supplier who guarantees their supply,

3. excluding suppliers when old models go out of
production, (in fact, only 60% of the existing
suppliers were kept to supply products for the
178)

The trend of the number of suppliers is shown
in table 4 which shows that during a period of eight
years their number fell by 56%. A similar policy of
selecting suppliers was adopted by Fiat Auto in
general. Initially it was carried out in Italy where
1200 suppliers in 1989 were reduced to about 360
in 1999; similarly in Brazil 258 suppliers in 1992
were reduced to 184 in 1999; in Poland 620
suppliers in 1992 were reduced to 337 in 1999 and
to 272 in 2000. In the period 1992-1999 the
selection process in Turkey appears to have been
more severe than the one which was introduced in
Brazil (a decrease of 54% compared with 29%); in
effect we have to consider that the automobile
market in Turkey had not been very competitive
and Tofas enjoyed a dominant position. This
situation may have slowed down the reorganisation
of its suppliers.

Table 4. - Number of Tofas suppliers

Year 1992 1993 1994 1995 1996 1997 1998 1999 2000

Suppliers 421 350 296 249 207 193 193 184 184

Source: Tofas
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It should be noted that the figures in the table
show only the suppliers who dealt directly with
Tofas, that is, those which are located in Turkey ;
as foreign suppliers (39 in 2000) are managed by
Fiat Auto in Italy.

Information about who owns the suppliers is
available for the last four years (Table 5) and it
appears that there was: i) a steady reduction (18%)
in the number of independent Turkish firms, but a
sharp increase in the percentage of their sales
(31,2% rising to 38,1%). This demonstrates both
Fiat Auto policy of increasing the local content and
the increase of the technological and quality level
on the part of the local suppliers; ii) an important
increase of the number (from 61 to 78, that is 28%)
of Turkish companies affiliates or in joint ventures
with multinationals. This can be viewed as either
the outcome of a policy of concentrating purchases
on a small group of global suppliers or as a
technological lag on a significant part of Turkish
companies which can be covered only by a transfer
from abroad; iii) the increased share of imports in
1998 can be traced to the fact that the Palio came
into production and local content was necessarily
small; the same thing happened in the year 2000
when the production of the commercial vehicle
"Doblò" was started; iv) the small increase of the
share value of imports (from 9.1% to 11.7%)
regarding in particular components for old
vehicles. Table 5 shows how direct supply on the
part of Fiat Auto represents over 50% of the value
of total purchases from all the suppliers.

The comparison of the Italian firms and foreign
firms in fact does not give a correct picture of the
relative contribution made by the two groups as
Tofas does not classify firms on the basis of the
ultimate parent company but on who made the
investment. As many Italian firms which have
directly invested in Turkey are, in fact,  affiliates of
multinational firms, Italy’s presence is overstated;
for example, according to the figures for February,
2000 only 21 (48%) out of 44 of the firms which
Tofas classifies as Italian are real Italian
independent companies. It is, however, true that
Turkish firms which are in some way linked to
foreign firms are beginning to play an increasingly
important role in the industry. There are many
kinds of participation by foreign firms in Turkey
with joint ventures and licence agreements being
the most popular (44% and 20% respectively);
foreign subsidiaries accounting for 19%, transfer of
know-how for 10% and, at last, commercial
agreements for 7%. The situation in Argentina is
very different (Balcet, Enrietti, 1999), as
subsidiaries represent 90% of foreign investment in
the country. As more precise data is not available,
it is only possible to offer a tentative explanation of
the clear imbalance. Fiat Auto has had a relevant
market share and relatively high production level in
Turkey for decades (in 1993  Tofas produced
200,000 cars) and this has led to a significant
presence of foreign suppliers, mainly in the form of
joint ventures with local partners, this being a
relatively easy way to enter the market.

Table  5.- Number, turnover and ownership of Turkish suppliers

FIRMS

YEARS 1997 1998 1999 2000 1997 1998 1999 2000 1997 1998 1999 2000 1997 1998 1999 2000

INDEPENDENT 126 124 107 106 60,0% 55,1% 51,2% 47,5% 129,9 114,2 85,7 131,0 31,2% 43,1% 37,5% 38,1%

ITALIAN 26 26 44 43 12,4% 11,6% 21,1% 19,3% 158,8 74,0 93,9 125,0 38,1% 27,9% 41,1% 36,3%

MULTINATIONAL 35 43 33 35 16,7% 19,1% 15,8% 15,7% 89,7 45,3 36,1 47,7 21,5% 17,1% 15,8% 13,9%

Subtotal 187 193 184 184 89,0% 85,8% 88,0% 82,5% 378,4 233,6 215,7 303,7 90,9% 88,1% 94,5% 88,3%

IMPORT 23 32 25 39 11,0% 14,2% 12,0% 17,5% 38,0 31,5 12,5 40,1 9,1% 11,9% 5,5% 11,7%

TOTAL 210 225 209 223 100% 100% 100% 100% 416,4 265,1 228,3 343,8 100% 100% 100% 100%

FIAT 126,7 171,1 111,5 192,1

FIRMS NUMBER % OF FIRMS TURNOVER (md$) % OF TURNOVER
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Instead, in the mid-1990s Fiat did not
manufacture cars in Argentina but its products
were made “à façon”1 so that when Fiat decided to
enter the market it had to quickly establish an
adequate network of local suppliers for the product
178, an operation which was achieved by setting up
subsidiaries of foreign suppliers. An analysis of the
supplies for single firms in Turkey reveals that
there is a significant level of concentration (Table
6): the first five firms account for 27% of the value
of sales in 1999 and the first 80 (i.e. 44% of the
firms) account for 92% of supplies with the result
that the remaining 56% of the firms account for
only 8% of the value of purchases.

Table 6. - Concentration Ratios (1999)

% of

sales

% of

firms

CR 5

CR 10

CR 20

CR 80

27.10

38.61

54.66

92,02

2.76

5.52

11.05

44.20

Source : Tofas

Considering the first ten suppliers whose market
share is equal to 38.6% of total purchases, six firms
are joint ventures which account for 60% of the
value of all supplies. Another two are independent
Turkish firms, accounting for 13%; a further
Turkish-owned firm (the one with the largest share
of sales) buys  know-how abroad and the last of the
ten firms is a subsidiary of a foreign company.

These figures show a high degree of
technological dependence of the Turkish
component industry on foreign firms and they also
reflect an aspect of Fiat’s globalisation strategy for
supplies for the world car 178: the need to ensure
products of the same technical standards and
quality for the same product made in different
countries: This means that the same suppliers have
to be present in various countries in various
different forms (subsidiaries, joint ventures,
transfer of know-how and licences) to supply the
same part or system. Thus, these suppliers have to
adopt a policy of foreign investment similar to that

                                                                        
1 Which is to say that Fiat Auto delegated the production

of its vehicles to an Argentine firm which assembled cars for
Peugeot as well.

of Fiat Auto. In fact, the firms established in
Turkey but dependent on foreign firms supply
products whose level of technology is very high,
for example, electric and electronic components
and the relative cables, exhaust systems, control
boxes, clutches, radiators and car interiors.

This situation derives from the general principle
that Fiat Auto adopts in deciding where and who to
buy from: a policy based on cross referencing two
criteria, the supplier know-how and the impact of
logistic costs (figure 1):
1. when the supplier’s know-how is high and

logistic costs low (sector 1), Fiat selects
suppliers with strong central production and
negotiates a worldwide price based on global
volume,

2. when the supplier’s know-how is high and
logistic costs high (sector 2), Fiat pushes
suppliers into manufacturing multinationally;

3. when the supplier’s know-how is low and
logistic costs low (sector 3), Fiat compares
local prices against worldwide prices and looks
for alternative suppliers;

4. when the supplier’s know-how is low and
logistic costs high (sector 4), Fiat selects the
best local suppliers and benchmarks the local
price against prices at other poles.

The policy of ensuring that the same quality
components are fitted to the same type of car
assembled in different countries also leads to
extending ISO 9000 certificates to practically all
Fiat suppliers.  At the end of 1999 there were 102
suppliers in Turkey who had satisfied these
requirements and it was forecast they would
number 155 by the end of 2000. In other words, at
the end of 1999 84% of all suppliers were covered,
including all the suppliers to the 178. Tofas’s
policy regarding the quality of its own supplies has
called for extra effort, because in the past quality
levels had not been very high and Tofas had not
been very demanding.

In fact at the end of 1999 reported defects were
ten times higher than in Italy, despite the number
being reduced by one third during the previous
year.

One outcome is that all the approved firms will
begin to certify their own production; at the end of
1999 there were 84 firms able to do this, which was
four times the number of the previous year.
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Supplier know-how

Low

Low High
Impact of logistic costs

Figure  1.- Fiat Auto global purchasing strategy

Source: Fiat Auto

CONCLUDING REMARKS

The difficulties encountered by Fiat in its
process of internationalisation, along with the
weakness of the Italian market, affected negatively
the financial results of Fiat Auto in 1998 and 1999.
In particular, production levels for the 178 family
have been consistently below expectations: in
1999, only 340,000 Palio and Siena have been
produced worldwide, against a target of one
million. Therefore, economies of scale have been
insufficient to generate the expected profitability.

This evolution of its international performance
contributes to explain why Fiat signed an
agreement with General Motors in March, 2000, in
order to build a strategic alliance and to achieve
better economies of scale through the creation of
two joint ventures, one for common purchasing and
one for common production of engines and
gearboxes.

Recent history of Tofas raises questions on the
relation between the “selective globalisation”
promoted by Fiat and the degree of protectionism
around emerging markets. In fact, the main success
story of the Palio and Siena models was in
Mercosur in 1996-98, where a process of regional
economic integration went along with strong
external barriers and strict regulation on intra-area
flows, such as local content rules and trade
compensation schemes.  In contrast, performance

was less good where imports and trade have been
liberalized, as in the case of Poland or Turkey. In
the last country, exporters from Europe increased
their market shares and Tofas was late in upgrading
its reputation.  Market performance of the world
car, specially conceived for emerging countries,
was therefore disappointing.

The case of Tofas also shows that  a joint
venture can be a main actor in the implementation
of a global strategy, and that wholly ownership is
not always necessary. It may well be involved in
building global sourcing and global engineering
structures.

However, conflicts and diverging interests
between partners on industrial and commercial
issues may arise and interfere with the performance
of the joint venture.  In any case, a redefinition of
roles and relations between the parent companies
should be expected.

The insertion of Tofas in the Fiat “selective
globalisation” also affected the suppliers network.
Its structure tends to correspond to a common
pattern worldwide, characterized by: the reduction
of the number of suppliers; the evolution towards
the supply of modules or sub-systems; the
improvement of quality standards through the ISO
9000 certification; the multinational growth of
suppliers, able to operate in different countries,
thus insuring homogeneous levels of technology
and quality for the same model.

Giovanni Balcet, Aldo Enrietti
Université de Torino,

 Italie

                                   CODESIGN

CConcentrate large volumes
      on few suppliers Localise suppliers

(1) (2)

Buy where most  Investigate
economical local

  competitiveness

(3) (4)



Actes du GERPISA n° 3488

REFERENCES

G. Balcet, Joint venture multinazionali, Milano, Etas
Libri, 1990.

G Balcet, A. Enrietti, Global and Regional Strategies in
the European Car Industry: the Case of Italian Direct
Investment in Poland, "Journal of Transnational
Management Development", 1, 1998.

G. Balcet, A. Enrietti, La mondialisation ciblée de Fiat
Auto et la filière automobile italienne: l'impact dans
les pays du Mercosur,  "Actes du Gerpisa", n. 25,
Febbraio 1999.

M. C. Bélis-Bergouignan, G. Bordenave, Y. Lung,
Global Strategies in the Automobile Industry,
“Regional Studies”, vol 34,1, 2000, pp. 41-53.

CCFA, Répertoire mondial des activités de production et
d’assemblage de véhicules automobiles, Paris, 1999.

L. Duruiz, Globalisation Efforts of Turkish Car Industry,
GERPISA, Seventh International Colloquium, Paris,
18-20 June,1999

Fiat, Facts and Figures 1999, Turin 1999

G. Volpato, Il caso Fiat. Una strategia di
riorganizzazione e di rilancio, ISEDI, Torino, 1996.

G. Volpato, Fiat Auto and Magneti Marelli: Toward
Globalisation, “Actes du GERPISA”, 22, 1998


