
Actes du GERPISA n° 25 77

THE DIALECTICS OF AUTOMOBILE ASSEMBLERS
AND SUPPLIERS RESTRUCTURING AND

GLOBALIZATION OF THE GERMAN "BIG THREE"

Ludger PRIES

The globalization process of the big car
assemblers and the international restructuring of
the supplier industry are often treated separately.
This is not a surprise and - to a certain extend -
reasonable because of the complexity of both
fields. If some specialists are working more than a
decade on the internationalisation trajectory of just
one company and continue detecting important
facts and configurations - (how) could it be
possible to analyse the interrelations between two
complex processes of a great set of companies,
assemblers and suppliers? The answer is simple:
the globalization process of assemblers and
suppliers could be seen as two different cases, but
they are also deeply interlaced each one with the
other.

This is especially true for the German case that
has some special characteristics. First, until the
beginning of the 1990s two of the German “Big
Three” car assemblers - Mercedes-Benz and BMW
- roughly spoken were pure domestic producers but
international sellers. This situation changed
dramatically in the present decade. Second and in a
certain contrast to this assembler situation, one part
of the German supplier industry plays an important
role for quite a long time in the international
automobile concert - as shown by companies like

Bosch, Hella, VDO, ZF and others - whereas
another part of suppliers was quite domestic or at
the most Western-Europe-oriented. Third, the
German unification and then the fall of Eastern
European Socialist Regimes changed dramatically
the location options (with wage differentials of
more then 10:1, qualified and industry experienced
labour etc.) for assemblers and suppliers as well.
Fourth, business organisations and conservative
politicians realised a huge campaign in the 1990s
against unions and labour arguing that Germany as
a production location had become to costly and to
inflexible. With regard to the automobile industry,
the findings of the famous MIT-study (Womack et
al. 1990) seemed to sustain this vision of a
productivity and competitiveness lack of the
German auto assemblers.

In the following we argue firstly, that in the
specific case of the German automobile industry of
the 1990s, the dialectic “acceleration spiral” of
industrial restructuring and of company globali-
zation is crucial and makes an important difference
to what has been the Japanese Transnationalization
of the 1980s (chapter 2). Secondly, the dialectics of
globalization and restructuring will be described
taking the example of the Volkswagen plant in
Puebla/Mexico (chapter 3). Then, the push-and-
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pull-mechanism of the globalization of assemblers
and suppliers is analysed for this Mexican
Volkswagen plant (chapter 4). And, ultimately,
some conclusions for further research are discussed
(chapter 5).

THE "ACCELERATING SPIRAL" OF
RESTRUCTURING AND GLOBALIZATION

In this overall setting, globalization and
industrial restructuring of the car assemblers as
well as of the car supplier industry became two
crucial and mutually speeding up processes. To
understand the specific dynamics of this
“accelerating spiral” it is worth to compare the
situation of the Globalization of the German
automobile industry in the nineties with the
Transnationalisation of the Japanese automobile
industry of the eighties (see Figure 1). The wave of
opening Japanese car transplants mainly in the
USA and the United Kingdom in the 1980s
happened due to the high competitiveness of the
domestic Japanese Lean Production model. High
export rates and a corresponding high favourable
balance of trade led to political pressure towards
the Japanese car makers to bring production
facilities and jobs into the demanding regions,
namely the two other triad regions USA and EU.

In contrast, the Globalization push of the
German automobile industry in the 1990s started in
a situation of fragility and disadvantages.
Compared with Japanese and US-companies, the
German “Big Three” Volkswagen, Mercedes-Benz
and BMW had serious productivity problems
detected not only by the MIT-study but also by
international benchmarkings realised by the firms
themselves. Although well aware of this situation
at the end of the 1980s, German car makers
enjoyed a short and quite artificial recovery period
due to the German unification until 1992.
Meanwhile and taking advantage of this
“breathtaking period”, all three companies initiated
a twofold “offensive strategy” of industrial
restructuring and of globalization.

The industrial restructuring process itself was
oriented towards new market and product strategies
as well as in the direction of searching new
production concepts. As far as market and
product strategies are concerned, the only viable
way for defending and gaining market shares was

the differentiation of product structure widening
from upper to full sortiment producers focusing on
maintaining the premium-segments and opening
new niches. This product strategy could ameliorate
the economies of scope, but put in danger the
economies of scale. Therefore, the modularization
and platform strategy were forced as the
counterpart of outfit heterogenization.

Meanwhile Volkswagen made and is making
efforts for “upward opening” of its product
structure, BMW and Mercedes-Benz - realising
that strong competence entered into their traditional
and formerly unquestioned upper-class-segments -
developed a “downward opening” product strategy
(BMW bought Rover, MB developed the Smart-
Car, A-class and M-class). Until now, platform
strategy still is more a strategy than a reality.
Volkswagen is the most successful company in this
sense aiming for four platforms and over 50 car
models, but in 1996 only 10% of all parts were
platform-oriented.

The new product and market strategies and the
awareness of productivity lacks led to a process of
rethinking the traditional production model based
on diversified, high quality and customer oriented
production based on qualified and relatively
autonomous workers, strong union participation
and a philosophy that combined high quality and
high technology in products and processes with
humanisation of the working life. Without
abandoning this production model completely,
some new elements - of the Japanese lean
production model as well as of other “hybrid”
models - were and are discussed. Lean work
organisation elements such as flat hierarchies,
working groups and task integration are introduced.
But in other action fields of company restructuring
Lean Production is not the only example. The
traditional technological approach of R&D and
construction is replaced by a sort of “reflexive
engineering”. This combines simultaneous
engineering with suppliers taking into account not
only the technical characteristics of the product but
the demands of manufacturing and assembly
adopted design as well as the necessities and
possibilities of module-standardisation, parallel
engineering with the suppliers and sub-assembly
outside the core factories. As well as this “reflexive
engineering”, the restructuring of procurement
strategy and structures follows the general world
wide trend of reducing the number of direct
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(figure 1)
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suppliers and of integrating a reduced number of
system integrators into the engineering process.
Despite of this, the German “Big Three” doe not
follow simply the Japanese experience.
Outsourcing, insourcing and restructuring of
existing supplier relations form part of complex
changes that will be treated later in more detail.

Summarising, the industrial restructuring
process of the German “Big Three” in the 1990s,
although coping with the Japanese threat is not just
a copying of the Lean Production model but a more
complex process of searching that includes as well
new North-American experiences from “hybrid
factories” as specific German traditions and
idiosyncrasies and the characteristic company
profile and strategy (see Eckart et al. 1998). For

this open and iterative search process of industrial
restructuring, the other important pillar of company
changes - the globalization process of the German
automobile industry - was a crucial counterpart in a
dialectic relation of mutual influence. One the one
hand, the opening of new plants and/or the
fundamental restructuring of existing ones in the
context of company globalization opened new
geographic and social spaces as “laboratories for
new production models”. On the other hand, these
new (overseas) experiences in the now Globally
Operating Companies (concerning this concept, see
Pries 1997) accelerated the industrial restructuring
process at home and at the level of the consortium
as a whole (see Figure 2).

Acceleration Spiral of
Restructuring and Globalization

Restructuring
Market Strategy
• New Niches (AAV ect.)
• Upper Ù full sortiment
• Made in Ù Made by
• Premium-segment
• Module standardization
• Outfit heterogenization

Production Concept
• Platforms/modules/standards
• "Reflexive engineering"
• Adapted technologies
• Lean work organisation
• Search for new work policies
• Restructuring of sourcing

Globalization
Strategic aims
• Access to regionalized

or protected markets
• Competition: exit Ù voice
• From peripheral regions to

triad and emergent markets

Localization criteria
• Cost and prices
• Local inventives
• Exchange rates risks
• "Regulation density"

Globalization of
procurement structure

Profile & Strategy of Globally Operating Company
• Coordination inter-plant competition and benchmarking
• Basically no fixed hierarchies and functions between plants
• Centralization of strategic decisions
• Decentralization and "networking" of operative decisions
• (De-)Centralization of R&D-functions?
• Ethnocentric company identity?

Fig 2.
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Figure 3
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Some basic figures of this globalization process
of Volkswagen, BMW and Mercedes-Benz are
already outlined (see Jürgens 1996, Pries 1997,
Eckart et al. 1998) and could be observed in the
following charts (Table 3 to 6). The qualitative new
phase of globalization in the 1990s is outstanding

for the cases of BMW and Mercedes-Benz. But it
can be demonstrated for the Volkswagen company
as well, even if it has a long tradition as a
multinational and transnational company (see
Jürgens 1996 and Pries 1998a).

Table. 1: Assembly and Production Facilities outside Germany: Mercedes-Benz (only cars)

Year Country Activity/facility

1966 South Africa/
Pretori

26,7% -Share in United Car and Diesel
Distributors (UCDD) for CKD-assembly, 1984
capital majority in UCDD and renaming into
Mercedes-Benz of South Africa (MBSA, actually
87% - Share), body-making and assembly of MB
and Honda-cars, truck-assembly

1971 Indonesia/Djakarta bogy-making and assembly cars and G-model 35 %
- Share in GMM/SMI/DSEI, since 1996 assembly
S-class

1979 Austria/Graz production G-model in Steyr-Daimler-Puch
Fahrzeugtechnil GmbH, since ab 1997 assembly E-
class four-wheel-driven models

1990 (?) Malaysia CKD-assembly C-, E-and S-class

1993 Mexico/
Tianguistengo

assembly C-and E-class in MB-truck-factory

1993 (?) Thayland assembly C-, E- and S-class

1993 (?) Philippinen CKD-assembly C- and E-class

1995 Egypt CKD-assembly

1996 Vietnam/
Ho-Chi-Minh-City

assembly E-class

1996 India/Bombay assembly E-class in Joint Venture with TELCO,
since 1997 production (10,3%-share (formerly
production of light trucks)

1997 USA/Tuscaloosa production M-class (stand-alone-plant for this
AAV), ≈ 600 Mio US$ investment, capacity ≈ 70
000 units per year

1997 France/Hambach Production SMART -Car (Mc Micro Compact Car
as a Joint Venture with Swatch), total investment
over 1 Bill. US$, capacity ≈ 100 000 units per year

1998 Brazil/Juiz de Fora production A-class, ≈ 820 Mio US$ investment,
capacity ≈ 70 000 units per year

Source : Own elaboration based on Büchtemann/Kuhlmann 1996, pp. 80-82, Glatz 1997, Salerno et al.

1998 and company documents.
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Table. 2. Assembly and Production Facilities outside Germany: BMW (only cars)

Year Country Activity/facility

1972 South
Africa/Rosslyn

CKD-assembly, later assembly 3-and 5-class, 1996:
= 15 000 cars (3- and 5-class) and 2400 Land Rover
(Defender)

1982 Austria/Steyr R&D, engine production

1994 United Kingdom Take over of Rover

1995 Indonesia CKD-assembly 3-,5-,7-class

1995 Malaysia CKD-assembly 3-,5-class

1995 Philippines CKD-assembly 3-,5-class

1995 Vietnam CKD-assembly 3-,5-class

1995 Mexico/Toluca CKD-assembly 3-class

1995 USA/Spartanburg Production firstly 3-class, then exclusively Roadster
Z3,

1996 Thailand CKD-assembly 3-,5-,7-class

1997 Egypt CKD-assembly

1998/99 India Assembly#

1998 Brazil/Sao
Bernardo do
campo

Beginning production Rover-Defender, 150 Mio
US$ Investment, capacity 15 000/year

1999 Brazil/Campo
Largo

Engine plant (with Chrysler), ≈ 500 Mio US$
investment, capacity ≈ 400 000 engines (200 000
for Rover) per Year, only export

1999 United Kingdom/
Hams Hall

Engine plant (Rover)

Source: Own elaboration based on Köhn 1997, Automobil Produktion 1997, Salerno et al. 1998

and company documents
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Table 3: Assembly and Production Facilities outside Germany: Volkswagen (only cars and 1990s)

Year Country Activity

1991 China/Changchun Joint venture with First Automobile Works (FAW)
for production Gold and Jetta

1991 Portugal/Palmela Joint Venture with Ford for production
Galaxy/Sharan, production begins 1995

1991 Czech Republic 70%-share in Skoda (production Skoda Felicia,
engines and components)

1991 Slovakia Foundation VW Bratislava (assembly Passat and
Golf, production of gearing parts

1992 Taiwan/Taipeh 30% -share in Chinchun Motor Co. for assembly
VW-transporters, begin in 1994

1993 Poland/Pozna Foundation VW Pozna for assembly VW-
transporters and Skoda Felicia

1993 Hungary/Györ Foundation Audi Hungaria for production of
engines and engine-parts

1995 Brazil/ Sao Paulo End of cooperation with Ford in Autolatina

1996 Brazil/Resende Beginning production in new "fractal factory" of
light trucks and busses, 250 Mio US$ investment,
capacity ≈ 50 000 units per year

1996 Brazil/Sao Carlos Beginning construction of new engine plant 250
Mio. US$ investment, ≈ 300 000 units per year

1996 Argentina/Pacheco Beginning production Gol, second genetation

1996 Philippines Beginning production Audi A4 and A6

1999 Brazil/S.José
Pintais

Beginning production Audi A3, Golf and Passat,
600 Mio US$ investment, ≈ 120 000 units per year

Source : Own elaboration based on company documents and Salerno et al. 1998.

RADICAL CHANGE OF PRODUCTION
MODEL IN THE GLOBALIZATION
PROCESS: THE EXAMPLE OF THE
VOLKSWAGEN PLANT IN
PUEBLA/MEXICO

In general, the new globalization strategies of
BMW, Mercedes-Benz and Volkswagen in the
American continent (mainly Tuscaloosa,
Spartanburg, Puebla, Resende, Juiz de Fora and S.
José Pinhais) are accompanied by a pull of German
suppliers. All three assemblers urge the great as
well as the medium sized suppliers to build up
dependencies in all places over the world where
they themselves are producing. Suppliers often are
ambiguous, for example, because economies of

scale in the new sites normally are bad. But one
important element of the overall procurement
restructuring of the German “Big Three” is to
oblige all first-tier-suppliers to have production
facilities or at least a final assembly storage close
to the car maker’s plant. By this way, the
assemblers push and pull the suppliers into a
similar globalization process. This will be des-
cribed in the following taking the example of the
production of the New Beetle in Puebla/Mexico.

Until the 1980s, the peripheral plants of the
Volkswagen consortium functioned mainly as local
factories to provide highly protected markets with
older or even outpaced models. Since the 1980s,
Volkswagen developed the intra-consortium trade
and exchange of parts and components, but never
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an overseas factory guided production of a top-
leading model for a high-competitive market. This
situation changed, for the first time, with the
beginning of production of the New Beetle model
in Volkswagen’s Puebla plant. This car has a very
interesting history on its own that reveals the little
portion or even the lack of rationality in product

development - but that could not be told here. It has
to be emphasised that, for the first time in the long
international history of the Volkswagen
consortium, an overseas plant was assigned the role
of a leading plant (“Leitwerk”) - what means the
overall and world wide management responsibility
- for a new product.

Restructuring and Globalization:
New Beetle Production in Mexico

Restructuring
Market Strategy
• New Niches: "Fun Car"
• Made mainly for US-market
• Based on Platform A4

Production Concept
•Designed in California,
 engineering subcontracted
 in worfsburg, mixt-team-partie.
• High-tech painting and body shop
  low-tech assembly
•"Forced" working groups
• Performance oriented wage
  ( ≈ 450 US$ monthly)
• productivity commitment of
  (weak) union
• Outsourcing, industry park,
  pressure for local presence

Globalization
Strategic aims
• Access to and success in

NAFTA-region
• Competition: exit Ù voice
• From peripheral region to

Triad and emergent market

Localization criteria
•Installed facilities
• Costs?

Globalization of
procurement structure
• Intra-company competition for

parts and components
• Pull of many German suppliers
(firs and second tiers)

• Puebla is, for the first time, "leading plant" (letwerk) for a new product, the
new beetle.

• More than 50 suppliers (mainly german system integrators and first-tiers)
settled new in Mexico (mainly in the puebla region) or made strong
invesrments in the 1990s.

• Puebla is a case of precarious or "lean workers representation and participation" in a
participation-oriented company.

Fig. 4.

Roughly spoken, the New Beetle is a niche or
fun car, its design combines the nostalgia of the old
Beetle with futuristic lines. In terms of technology
it is a high-tech-vehicle built up on a A4-platform
but about 10 centimeters shorter than the original
platform for the Golf and Audi A3. His “hat” was
designed in California and engineered by a

subcontracted company in Wolfsburg (that
consisted mainly of “outsourced” Volkswagen
employees). Both, the product management and the
initial production team consisted of mixed
Mexican-German groups that worked in a “multi-
local social space” between Wolfsburg and Puebla.
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Pre- and Zero-Series-Production began in
autumn 1997 and in April 1998 the normal daily
output was about 400 New Beetle per day. At the
end of 1998 it shall reach about 600 units per day.
The demand is much higher than the production
facilities. Due to this not previewed demand, the
initially   planned   production   volume   of   about
100 000 New Beetles per year was raised up to
about 125 000 units for 1998. 70% of total
production is for the US- and Canadian market,
20% for the European market and only 10% to
satisfy the Mexican demand. There are managers
and union leaders in the Wolfsburg plant who are
very interested in catching a part of the New-
Beetle-production and employment. In a long
period of negligence the same people declared
“That’s quite a curious or stupid idea of the
Mexican plant managers” or “We’ll just wait up, if
the New Beetle will be successful, we’ll bring it
here”. Now they say: “Wolfsburg is the historic
place of birth of the old Beetle and for producing
the New Beetle”.

This reveals the qualitative new intra-company
competition for production models and production
shares that is becoming stronger and stronger when
plants of the same consortium but in different
economic and socio-cultural settings are able to do
the same things. The politics of company-wide and
homogeneous quality standards all over the world
and of similar or homogeneous products
standardised in a small number of platforms
facilitates the internal benchmarking and intensifies
the intra-company competition for products and
production quotas.

This is especially true in the case of the
Volkswagen Puebla plant. In less than ten years the
factory changed and was renewed radically.
Volkswagen is the only company in Mexico that
did not open new factories in the North (as did
General Motors, Ford, Chrysler and Nissan) but
restructured fundamentally its already existing
plant in Puebla (see Pries 1998b). Almost in 1990,
the Puebla plant had 20 000 workers and
employees who produced about 135 000 cars (after
an annual output of only 77 000 automobiles in
1989). A third part of this total production, about
46 000 Golf and Jetta (model-generation A2) was
exported towards the USA and Canada. But the
vast majority of almost two thirds of production,
over 80 000 units, were old Beetles for the national
demand. This reflects the situation of an old

production plant focused on supplying a protected
domestic market with a completely old product. At
the beginning of the 1990s, the management in the
Puebla plant prepared the model change from the
A2- to the A3-generation and tried to change the
traditional working system characterised by strong
job-demarcation, seniority-bound payment and
mobility and total union control over the internal
labour market.

A severe labour conflict of about six weeks in
1992 - based on intra-union- as well as capital-
labour-conflicts (see Pries 1993) - was the turning
point of the traditional production model and
working system. From one day to another, a
working system of working groups was imposed
unilaterally in quite all production areas. The
payment system changed to a productivity oriented
evaluation each nine months. Management offered
higher payment and regular wage raising in change
for a strong quality and productivity commitment
of the workers. The union politics and structure
changed as well towards a model of “productivity
consent”. In the last five years, systems of quality
management, of “management by information” and
of workers participation in proposals for product
and process improvement were developed and
refined. Hierarchy levels were reduced,
information flows were accelerated and new forms
of interdisciplinary and inter-hierarchical team
working and management were developed.

These outlined changes in the production model
and working system were preconditions for the
Volkswagen headquarters to give the New Beetle
production to the Mexican plant. Therefore, plant
restructuring in Puebla on the one hand was a basic
requirement for guaranteeing the future of the
factory at all (at the beginning of 1993 for some
weeks there existed a strong probability of a total
closing down of the factory). But, on the other
hand, by doing so and restructuring production,
management and working system, the plant in
Puebla did not only survive but took the new role
of a highly competitive “local player” in the
Volkswagen consortium that transformed to a real
“Globally Operating Company”. In 1998, the
Puebla plant will produce about 375 000 cars with
about 16 000 to 16 500 employees. Comparing
with 1990, this indicates a gross productivity
growth from an average of 6.75 cars per employee
and year to an average of about 23 cars per
employee and year. The exportation share actually
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is higher than two thirds of the total production,
and only about 49 000 old Beetles (e.g. some 13%
of total production) will be produced in 1998.
These numbers to a certain extend indicate the
qualitative and really dramatic changes that
occurred in the Puebla plant in the 1990s. But, of
course, they have to be interpreted with caution,
mainly because they do not only represent
productivity gains, but also changing structures of
procurement, namely a massive outsourcing and
subcontracting of productive and service activities.
This will be treated in the next chapter.

PUSH-AND-PULL OF ASSEMBLER- AND
SUPPLIER-GLOBALIZATION:
THE MEXICAN VOLKSWAGEN PLANT AND
ITS SUPPLIER STRUCTURE

Beginning with the 1990s, the Puebla plant
began also the restructuring of its supplier structure
and relations in the region. This consisted mainly
of two elements, firstly, the construction of an
industrial park located directly beside the factory
and, secondly, the “invitation” and pressure to
many German suppliers to come directly to the
Puebla region in the context of model change from
A3 to A4. Hereby, the plant aimed (1) to cope with
the new regulations of local and regional content in
the context of NAFTA, (2) restructure the direct
supplier relations in the Puebla region and (3)
consolidate the new role of the plant in the overall
and globalised company context.

With the new NAFTA-rules the US-Big-Three
General Motors, Ford and Chrysler took direct
advantage in Mexico because all auto parts that
come from the North America region are counted
as part of the regional content. Volkswagen and
Nissan had more problems due to their strong
supplier relations with Germany and Japan.
Therefore, the Volkswagen headquarters in
Germany and the Puebla plant looked for local
Mexican suppliers and started a campaign to
“invite” all important suppliers to built up
assembly or even production facilities in abroad.
This pressure was strong during the change from
model-generation A2 to A3 (1992/93), where the
share of suppliers with plants in Mexico raised up
from 20% to about 50% (Müller-Neuhof 1994, p.
47).

But the big push in “regionalisation” of the
supplier structure did succeed with the model-
change to A4-generation (1995-97). Actually, the
Puebla region counts about 70 to 80 direct
suppliers, the majority of them plants with
headquarters and top supplier relations in
Germany. An important part of them came in the
1990s (see Representation 7). They could be found
in one of the several industrial parks (e.g., “Puebla
2000”, “Resurrección”, “Chachapa”, “5 de Mayo”)
or on other areas of the greater Puebla region.

Meanwhile, by this way, the attraction of a
considerable number of new and important global
German suppliers was realised not until the second
half of the 1990s, an important push of outsourcing
began directly after the labour conflict of 1992 and
took place already in the first half of the 1990s.
Namely the majority of stamping and pressing of
small parts and harnesses were outsourced. Only
the time-critical parts of supplier channels were
located in the new industrial park “FINSA”. The
project of this park had been initiated already by
the former Executive General Manager of
Volkswagen de México, Martin Josephi, since the
beginning of the 1990s. In 1992, the Mexican State
President Salinas de Gortari and the German
President von Weizsäcker put the first stone for its
construction. The Finsa-company runs about ten
industrial parks all over Mexico and rented the 30
ha area for 20 years (meanwhile, Volkswagen sold
the complete area to Finsa). The Volkswagen plant
and Finsa-Group organised the water, streets and
buildings, the national commission for electricity
built up a new power station. The local and
regional governments had a very marginal role in
this supplier restructuring.

Due to the uncertainty of the political
(Zapatista-rebellion at the beginning of 1994) and
economic (Peso-crisis at the end of 1994) situation
and because of the pressure of Volkswagen
towards major suppliers to come into the Finsa-
park in the context of A3- to A4-model change, this
new industrial park began to live until the second
half of the 1990s. As one of it managers said:
”From 1992 until 1995 we had many problems, but
from November 1995 to April 1996 we just filled
the industrial park.” Labour conditions such as
wages, social security, union representation and
employment stability in the Finsa-park are inferior
to the Volkswagen plant. The Volkswagen union
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Table 4
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intends to organise workers of the industrial park as
well.
Another important aspect of supplier restructuring
was a certain type of differentiation and
“hierarchisation” of the supplier structure. First of
all, the Volkswagen plant pressured all suppliers in
Mexico to comply with the international quality
standards ISO 9000-9004, QS 2000 and actually
VDA 6.1. At the beginning of the 1990s, onlyabout
70% of the US- and Canadian suppliers obtained
the A-category, whereas in 1993 more than 90%
and actually all of them are A-classified. The
situation of Mexican suppliers was worse in 1990,
only 25% entered A-classification, meanwhile in
1993 about two thirds and actually quite all of them
fulfil criteria of A-classification.

Beginning in 1993 with some smaller firms in
the Finsa-park and with the main seats-supplier
(Keiper, later on integrated into Lear Corp.), the
Volkswagen Puebla plant began organising some
Just-in-time-lines. And for the first time in the
context of the model change to the New Beetle and
A4-Golf-project in 1997, the so called system-
integrators began working, like Hella (“Frontend”)
and Norm/VDO (instrument panel) in the Finsa
park. These are examples of the ongoing process of
a stronger structuration of the supplier industry. As
revealed in the study of Carrillo/González (1998),
the same supplier sompany, like Bosch, can supply
different parts and thereby play different roles as a
first- and second-tier or as system-integrator and
parts or components supplier.

Summarising this chapter, the example of the
restructuring of supplier relations in the case of
Volkswagen Puebla plant reveals a very complex
and dialectic process where many factors intervene
such as (1) the need to cope with local and regional
content rules, (2) the local and regional
restructuring of the direct supplier relations
corresponding to new quality standards, (3) the
world-wide consolidation of new assembler-
supplier relations at the Volkswagen consortium
level, (4) the impacts of the new platform strategies
that for its one push for higher standardisation of
products, parts and processes, and (5) the new role
of the Puebla plant in this overall global company
context.

CONCLUSIONS

Compared with the transnationalisation of
Japanese automobile companies in the 1980s, the
internationalisation of the German “Big Three”
Volkswagen, BMW and Mercedes-Benz in the
1990s is a dialectic process of company
restructuring and company globalization. The
search of new production models and new markets
and production sites are two mutually accelerating
faces in the change of the towards Globally
Operating Companies (GOCs).

In this process, restructuring of sourcing
strategies and globalization of procurement are
crucial and mutually inter-depending. In the
context of high standardised and modularised
product strategies at the assembler level, model
changes cause a complex push-and-pull mechanism
for suppliers: if they want to (maintain to) play an
important role as direct suppliers they have to offer
and guarantee a world wide sourcing capacity at
consortium level. Therefore, the future of the
traditional German suppliers as well as of the
international and the local suppliers abroad
depends on their capacity to cope with this twofold
process of restructuring and globalization.

This double challenge will be embedded in and
lead to a process of capital concentration and
internationalisation of the supplier-industry.
Assembler-supplier relations are differentiated and
put into a clear hierarchy at the level of each
Globally Operating Company, but global suppliers
could have different functions and positions
corresponding to each individual Globally O-
perating Company they are purchasing. Even great
or technological strong suppliers that fail in
“keeping pace” with the globalization of the
assemblers will be positioned in second line,
whereas even small and innovative suppliers could
reach the first line if they succeed in managing not
only products and production but globalization
processes.

The future structure and hierarchy of the
globalised automobile industry will be defined less
along the assembler-supplier but along the global-
local axis

.
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Scenarios of assembler-supplier-relations

"Good new world"
networking of equals value-
chain-partnership
assembleras :
design and marketing center system-
integrator
primus inter pares
supplier as:
independent by know how providing
various assemblers

"Bad new world"
unequal power relation
externalization of challenges from
assembler to suppliers
assembler as:
interfering as efficiency expert
dictating prices and standards
supplier as:
outsqueezed lemons
"glassy supplier"

What new globalized world?

new hierarchies not along assembler-supplier but global-local axix

•  increasing power of global system-integrators
•  but assemblers still at the  core of power structures
•  capital concentration and internationalization of supplier industry
•  intra-and inter-organisational competition of products, components and parts,

"somewhat inconsistent and loose system"
•  small & medium enterprises between globalization and third tier
•  not global homogenization, but increasing global pressure for approximation

of working standards
•  upgrading, downgrating or convergence depend on state and workers  policies
•  workers and unions between marginalization, co-management, concession

bargaining and global networking

Fig. 5

Ludger PRIES
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