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With the advent of globalization and mega-
competition era, the Japanese automobile industry
is faced with the pressure of fundamental
restructuring. Japanese automobile industry, which
once enjoyed the pinnacle of the worldwide
automobile production by outstripping the
production volume of the United States, is now
scarcely producing more than 10 million units per
annum, and suffering from the redundancy of
production capacity by more than 3 million units
per year.

The revival plan announced by Nissan Motor in
October 1999, can be seen as one of the inevitable
countermeasures to cope with such tough market
condition.  What needs to be focused here is the
fact that Nissan not only closed five of its plants
and declared to reduce the number of its employees
by 21,000 employees, but also decided to reduce
purchasing cost by 20% on average and narrow
down the number of its suppliers of parts and
materials by half over the next three years.

Since 1990’s, Japanese automakers, including
Nissan, have been calling on their parts suppliers to
reduce cost and rationalize their operation
substantially several times, so that they could cope
with difficult situation caused by slowdown of
export due to strong yen, and diminishing domestic
demand due to the deepening recession.

However, until recently, even though very
rigorous rationalization in term of volume was
imposed by automakers, Keiretsu-supplier
(suppliers belonging to business group of Keiretsu)
system itself, which formed the foundation of
Japanese automobile production system, had been
left intact. However, Nissan’s revival plan
launched at this time has been putting forth a
relentless severance of its suppliers from Nissan
including 1st tier to 2nd and 3rd tier suppliers.

Especially, in the case of 1st tier suppliers,
selling off of Nissan’s stock holdings of those
companies entirely is causing most of these
suppliers to be involved in the relationship with
other major domestic or foreign capitals in one way
or another such as cooperation, entering into an
alliance, or merger. So, after such dissolution of
Keiretsu, what kind of new production system will
emerge? Will Nissan be able to resurrect through
such a new production system?  These will become
some of the controversial questions that are likely
to be raised from now.

In this short essay, although only six months
have passed since Nissan launched its revival plan,
we would like to follow various developments
during this time closely, and then attempt to project
the real situation expected in three years from now.
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VARIOUS CONDITIONS OF SELECTION
AND REORGANIZATION OF KEIRETSU
SUPPLIERS.

On October 18, 1999, COO of Nissan, Mr.
Carlos Ghosn announced a restructuring measure
called “Revival Plan”, which included closure of
five domestic plants such as Murayama Plant, the
major production basis. However, the measure that
attracted most attention was the requirement of cost
reduction imposed on Nissan Keiretsu parts makers
and the measure of screening those suppliers.  In
the revival plan, these measures are summarized in
three points. The purchasing cost, which represents
60% of the total cost, should be reduced by 20% in
three years period starting from the fiscal year
2000.  (As for the cost of purchasing automobile
parts, it should be reduced by about 600 billion
yen.) The number of parts and material suppliers,
which totals 1,145 companies at present should be
narrowed down to no more than 600 companies by
the fiscal year 2002.  (Placement of mass orders
will become possible by shifting from
procurements from a number of companies to
intensive procurement from one company)

Parts procurement plan, which has been
traditionally formulated by regions or by countries,
should be integrated into a global procurement
plan. (Development of so- called “World Optimal
Parts Procurement”.

As it is clear from the above summary, Nissan’s
measures this time are all much more rigorous than
they have ever been before including the
imposition of cost reduction and rationalization of
operation imposed on suppliers, intensive ordering
system and screening of suppliers. It is anticipated
that three years later, by the beginning of 2003,
when the revival plan is planned to be completed,
Nissan Keiretsu (business group) suppliers system
will be dramatically transformed.  We would like
to examine in what way this change is expected to
take place, in other words, what framework Nissan
has to accomplish its rationalization plan. The first
question is if Nissan Keiretsu suppliers can
accomplish the task of reducing costs by 20% in
three years. Actually, Japanese automotive industry
has tackled the similar task in the past. When faced
with super-strong yen with the foreign exchange
rate of one dollar for 80 yen in 1995, Japanese

automobile manufacturers made a plan to put their
new model cars on market for a price 30% less
expensive than existing models, and imposed a
requirement of cost reduction of parts by 20 to 30%
on parts suppliers.  Now, more than three years
have passed, so how was this rigorous cost
reduction plan materialized today?

The answer is, some suppliers have succeeded
in reducing costs by 30% in three years, while
some other suppliers gave up on the way. The
result of the actions taken seems to vary depending
on the Keiretsu groups. The fact that Nissan COO,
Mr. Carlos Ghosn said “Keiretsu relationship
contributed to the relatively high cost of
automotive parts” gives rise to a supposition that
cost reduction plan of Nissan Keiretsu suppliers
must have ended in failure for the most part.  On
the other hand, in the case of Toyota Keiretsu
suppliers, though the cost reduction target was set
at was somewhat lower than Nissan at 20%, it
seems most of the suppliers accomplished this
target completely.

Table 1 indicates clearly this difference between
these suppliers.  This table shows the trend of the
total sales value (and ratio) earned by some of the
Keiretsu suppliers listed on the first section of the
Tokyo Stock Exchange through their sales to their
parent Keiretsu automakers, e.g., Toyota, Nissan
and Honda respectively.  Here, we can see about
half of all of the suppliers of both Toyota and
Nissan Keiretsu had the decline of the ratio (share)
of sales to their parent Keiretsu automakers in their
total sales value.  However, we find that many of
suppliers of Toyota Keiretsu are increasing in
terms of sales values to Toyota as well as in their
overall sales values, and that their sales values are
also gradually expanding for the sales to other
automakers and for the new business field. On the
other hand, most of the companies belonging to
Nissan’s business group or Keiretsu have been
experiencing the decline in their sales values to
Nissan.  And all of them suffered the drop in total
sales values, except Unisia Jecs, and are also
experiencing difficulties in expanding the sales. It
is provably not accurate to assume that the cause of
all of these differences can be reduced to the cost
competitiveness of Keiretsu suppliers, but it cannot
be doubted that it comprises major part of the cause
of these differences.
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Table 1. – Sales of Suppliers to their Main Customer (Unit : million yen)

April 95-
March 96

April 96-
March 97

April 97-
March 98

April 98-
March 99

8536 9885 11400 11764
Toyoda Boshoku

22,40% 24,50% 27,50% 25,40%

27471 31277 45680 27134
Aichi Seiko

17,60% 19,30% 29,20% 22,40%

22526 23468 22110 203,65
Chuo Spring

43,70% 43,50% 41,40% 41,20%

343692 384443 394075 346874
Toyoda Jidoshokki

72% 73% 78% 76%

47237 53135 52403 48465
Koyo Seiko

17,70% 19% 18,70% 18,40%

TOYOTA 588378 638542 616380 597500
Denso

47,80% 46,20% 44,80% 45%

100851 105604 105181 105261
Tokai Rika

57,30% 57,20% 59% 60,30%

271460 296232 300526 290247
Aisin Seiki

56,90% 57,10% 57,60% 57,60%

58410 61546 64318 63096
Koito

42,70% 43,30% 43,60% 44,10%

114627 126012 120694 109794
Toyoda Gosei

58% 57,20% 54,80% 55,10%

98000 112900 104474 104149
Toyoda Machine Works

71,60% 72,90% 66,40% 66%

28753 29008 29876 29120
Kinugawa Rubber

54,80% 54,20% 55,90% 57,70%

40042 38792 40267 39027
Ichikoh Industries

43,60% 41,70% 41,90% 43,70%

126576 121972 120131 107215
Calsonic

72,70% 71,50% 73% 68,90%

NISSAN 10583 10637 8964 8994
Tochigi-Fuji Industries

34,70% 35,50% 31,10% 32,20%

91902 84061 149714 128215
Unisia Jecs

74,80% 75,50% 71,70% 69,30%

73252 73820 40016 34148
Kansei

67,40% 66,50% 66,20% 64,40%

31471 28531 26644 23886
Yorozu

70,80% 61,40% 62,60% 57,60%

32428 36580 103224 92892
HONDA

Keihin
62,50% 64,30% 71,80% 68,00%

50240 59183 63389 58007
Showa

54,40% 60,50% 61,50% 58,60%

Sources : Annual reports of each company.
Notes 1) Upper lines are sales of each supplier to the main customer Lower lines show ratios against the total sales. 2)
Kansei: Read "March 96 - February 97" instead of "April 95 - March 96",  March 97 - February 98 instead of "April
96 - March 97", "April 98 - September 98" instead of "April 97 - March 98" and "October 98 - March 99" instead of
"April 98 - March 99"
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In light of these situations, the requirement of
20% cost reduction and rationalization plan
imposed on Nissan Keiretsu suppliers can be
regarded as extremely rigorous challenge presented
to Nissan Keiretsu suppliers.  As we will explain
later in this essay, in the backdrop of the fact that
these Nissan Keiretsu suppliers in turn adopted the
measures of imposing the same level of cost
reduction requirement by 20 to 30% on their 2nd

and 3rd tier suppliers, which are small and medium-
sized companies, and cutting them off if they could
not satisfy this requirement without mercy, laid the
fact that they had no other choice, because their
own survival is hanging was the balance.

The next measure of “screening out” of parts
and material suppliers from 1,145 companies to no
more than 600 companies can be regarded as an
effective cost reduction measure because it can
achieve narrowing down of the number of suppliers
by shifting from the traditional way of purchasing
from more than one suppliers to purchasing from
just one supplier, realizing mass order with one
company.  However, it is not clearly indicated in
this present plan if, after a competitive maker is
selected as Nissan’s supplier, the traditional
Keiretsu-type ordering system will be maintained
as far as their suppliers are concerned, or Western-
style biding method will be introduced for those
suppliers, introducing new system of order-
placement, in which order is placed with any
company offering the least expensive price.

In this sense, “Global Cooperation System”
schemes, which was jointly announced by Nissan
and Renault following the “Revival Plan” may
suggest the future outlook. This “Global
Cooperation System” scheme presents a clear
future image of the relationship between Renault
and Nissan and their strategic concept of global
business.

To sum up the content of the scheme, by the tie-
up between Renault and Nissan, which aims at
creating a complementary relationship and synergy
effect in their business in every region around the
world, with the target cost reduction effect of
3 billion dollars.  To achieve this target, adoption
of commonization of platforms and joint parts
procurement between Renault and Nissan is
expected.

It is likely that this measure of commonization
of platforms will achieve such mass production
effect and substantial cost reduction as the one that
VW group is striving to reach at present.  Also, in
relation to the effort in commonization of
platforms, joint purchase of parts in this area will
become one of the pillars of synergy effect.  Both
companies aim at cost reduction of 1.7 billion
dollars by 2002 by jointly purchasing parts.  Joint
parts purchase is initially planned in Europe and
then in other regions.  As a result, French suppliers
which have been providing parts for Clio and
Twingo of Renault, and Japanese suppliers which
have been providing parts for March and Cube of
Nissan are expected to face new competition in
their parts business in Europe, Japan and South
America.

With respect to this point, if we look at it in
relation to Nissan’s cost reduction plan by 20% and
purchasing measure of reducing the number of
suppliers by half, we can see the indication of a
strategy by which Nissan not only tries to achieve
placing of mass order with one company by
shifting the traditional purchasing practice from
more than one Keiretsu suppliers to intensive
purchasing from one company as a kind of a
gamble for its survival, but also by stepping one
step forward, Nissan decided to adopt joint
purchasing by the coalition of Nissan and Renault
from just one company to further integrate mass
ordering in an attempt to seek even greater cost-
down effect.  As it is clear from this scheme,
Nissan Keiretsu parts suppliers will be exposed to
not only screening out by rigorous competition of
cost reduction among themselves, but also with
parts suppliers of Renault as a result of the joint
purchasing measure, which will expose them to
even tougher screening out and elimination because
of the fiercer competition

That is to say, Nissan Keiretsu parts makers are
embracing themselves for a tough future of two
levels of screening consisting of cost reduction
competition and the adaptation to global
competition. Keiretsu parts suppliers is expected to
be screened rigorously especially through the latter
adaptation to global competition, because if
Keiretsu suppliers are to survive through the
screening process of joint purchasing from one
supplier by the coalition of Nissan and Renault,
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they must secure production bases, from where
they can provide parts to Europe (France) in
addition to production bases in Japan.

However, as it is clear from the table 2, out of
the leading 21 Nissan Keiretsu parts makers, only
five of them have production bases in Europe at
present.  If the 16 companies out of them excluding
these five companies are to survive as the only one
supplier of joint purchasing scheme of Nissan and

Renault, they must decide whether to establish new
production bases in Europe or to tie-up with
domestic or foreign parts makers which have local
production basis in Europe to cope with this
situation. Nevertheless, it is virtually impossible to
deal with such an intricate problem and make a
decision in a very limited period, and as a result,
most of the companies will have no choice but to
choose the latter alternative.

Table 2. – Suppliers Affiliated to Nissan

Name
Nissan's Share

of Capital
Dependence

Ratio to Nissan
Consolidated

Sales
Production Products

(100 million yen)
in the North

America
in

Europe
in

Asia

Nissan Body 45% 100% 5791 Assy of Cars

Calsonic 33,30% 80% 2750 Yes Yes Yes
Radiators, Air
conditioners

Unisia Jecs 29,50% 80% 1954 Yes Yes Yes Motor parts

Aichi Kikai 33,10% 100% 1497
Assy of Cars and
Motors

Uni-press 30,30% 70% 1352 Yes Press Parts

Ikeda-Bussan 37,80% 70% 1350 Yes Yes Yes Seats

Ichikoh
Industries

20,60% 40% 1158 Yes Lamps, Mirrors

Tachi-S 21% 30% 1156 Yes Seats

Excedy 25,50% 10% 963 Yes Clutches

Nihon Plast 26,50% 60% 687 Yes Plastic parts

Hashimoto
Forming

24,80% 70% 664 Yes Yes Yes
Mouding, Door
sash

Kasai 20,20% 80% 644 Yes Yes Yes Door trim parts

Yorozu 30,70% 80% 638 Yes Yes Suspension

Kinugawa
Rubber

28,80% 70% 622 Yes Yes
Anti-vibration
parts

Kansei 28,50% 70% 618 Yes Yes
Instrument Panel
Meters

Fuji-Kiko 23,80% 60% 557 Yes Yes Seat belts

Ohi
Seisakusho

28,80% 80% 487 Yes Yes
Door lock,
Window
regulators

Jideko 22,70% 30% 485 Yes Yes Wiper systems

Tennex 56,60% 60% 477 Yes Yes Air cleaners

Fuji Univance 31,10% 90% 470 Transmission parts

Tochigi Fuji
Sangyo

20,40% 50% 283 Yes Automobile parts

Note : Nissan's share of capital and Consolidated sales are for the period April 98-March 99.
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Next, in relation with commonization of
platforms and joint parts procurement measure, I
will examine the modularization effort
(outsourcing by automakers from parts makers of
development and assembly by larger unit than
traditional unit of parts), which is attracting a lot of
attention by Japanese automotive industry today.
At present, modularization is one of the challenges
that Renault cannot avoid either as an important
measure to realize cost reduction and narrowing
down of the number of suppliers.

Since 1996, modularization movement has been
spreading in European automotive industry, and
this is lead by German automobile makers.
Specifically, automakers have asked their selected
few module suppliers to locate their facilities
around the facilities of automakers themselves,
assemble parts as modules and deliver the modules
to their facilities just in time.  By this method,
assembly plant can save assembly process
substantially, and manufacturing cost can be
reduced radically.

Renault too, although it fell somewhat behind
German automakers, built suppliers’ park at
Sandouville plant in Northern France and the new
Curitiba plant in Brazil, being ready to start
procurement of modular components.  The models
produced in these plants differ from the small car
model types, for which platforms Nissan and
Renault are working on commonization, but the
trend of modularization is spreading throughout all
of the models of Renault

In this sense, modularization effort can be
regarded as an urgent task for leading French
suppliers doing business with Renault.  Especially,
such modules as front-end module, door module,
cockpit module and the like, which are planned to
be adopted at Sandouville plant and Curitiba plant,
are easy ones to work on compared to other various
types of modules, and are also highly effective in
cost reduction.  As a result, quite a few companies
are expected to enter into this field, making the
competition quite fierce.

Compared with these European automotive
industries, it is undeniable that Japanese
automotive industry tends to fall behind in this
field.  However, Nissan, under the pressure of cost
reduction and rationalization of operation, is
spearheading the modularization movement among
Japanese domestic automakers, as it is indicated in
the decision to adopt cockpit module for “Cima”.

Being stimulated by such modularization effort of
automakers, the movement among Keiretsu parts
makers is becoming stronger to step up effort in
cost reduction by establishing parts modularization
as their core technology, and thus insuring to
maintain the present position of primary suppliers.
For example, Calsonic and Kansei, which are one
of the core companies of Nissan Keiretsu suppliers,
decided on the merger with equal shares
immediately after the announcement of tie-up of
Renault and Nissan was delivered.  The goal of this
merger is said to be the cost reduction of parts
based on the development of cockpit module in
order to accommodate the cost reduction
requirement, which to be tightened as a result of
the tie-up between Renault and Nissan.

Against the backdrop of such movement among
parts makers within Keiretsu to rely strongly on the
modularization effort to cope with the challenge of
cost improvement lay the unique problem prevalent
in Japanese domestic parts makers.  That is to say,
during the course of prolonged recession in Japan
so far, Japanese automakers have been calling on
parts makers to reduce the cost radically by annual
rate of 7 to 10% as far as new model development
was concerned, but since the sales amount dropped
every year, they are reaching the limit of their
effort or ingenuity for cost reduction with the
traditional method of dealing with each part unit.
As a breakthrough of this limitation, this radical
cost reduction method based on the design
improvement on the level of modular unit was
proposed. However, since modular production by
the Japanese automotive industry has just taken its
first step, it must be extremely difficult for Nissan
Keiretsu suppliers to cope with the requirement of
Nissan to reduce purchasing cost by 20% in three
years by modularization.  Especially, in case more
than two parts makers of a Keiretsu team up in an
effort to produce modules, unless good deal of time
allowance is given, it will be quite difficult to
expect any practical result. In this sense, it may be
a workable solution for them to become affiliated
to foreign parts makers, which are advanced in the
field of module development, or merge with such
companies, for the purpose of realizing
modularization quickly.
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PERSPECTIVES OF NISSAN'S
REORGANIZATION

So far, we have tried to elucidate various
conditions, which will determine the direction of
development toward the goal of three years later in
2002, as a result of cutting off, screening and
reorganizing of its Keiretsu parts makers by
Nissan.  To say it in one word, the conditions for
these five Keiretsu parts makers to survive as 1st

tier suppliers of Nissan is extremely difficult.
Provably, the requirement for that will include :
Ø securing production technology and

management skill, which will enable
accomplishment of cost reduction by 20%;

Ø ability of module development;
Ø adaptability to global competition.  It must be

very difficult to insure two or three of these
requirements by themselves independently
except for the core technology of each Nissan
Keiretsu parts maker.

That is why large-scale tie-ups and mergers
involving leading domestic and foreign capitals can
be anticipated to occur with high certainty during
the next three years.

At that time, the way in which Nissan releases
the stock holdings of Keiretsu parts makers will be
the key to determine the direction of such tie-ups
and mergers.  The shares of the stock holdings of
Keiretsu parts makers by Nissan are shown in
Table 2 in the previous page, which shows in most
of the cases, Nissan is the largest stockholder of
these companies, and the most of the remaining
parts are owned by both banks and life insurance
companies, which means selling the stocks at the
stock exchange market is difficult.

Then, if there are companies that desire to enter
into some kind of business tie-up with Nissan
Keiretsu parts makers, Nissan must be willing to
sell its shares to those companies.  This policy will
not change even if they are foreign companies.
Moreover, as the chairman and CEO of Valeo,
Mr.Noël Goutard said, “Renault hopes that Valeo
will be interested in Nissan Keiretsu parts makers”,
a powerful assistance system by both Nissan and
Renault lay in the backdrop of Valeo’s activities in
entering into tie-ups with Nissan Keiretsu parts
makers.  In this sense, it is fair to say that the future
destiny of Nissan Keiretsu parts makers rests

entirely with the command of “Affiliated
Companies Office” of Nissan.

Some Nissan Keiretsu parts makers, which have
a deep sense of worry, such as Tachi-S and
Fuji Kiko, are buying back Nissan’s stock holdings
and then mutually holding each other’s shares, by
which way, taking the action to become
independent from Nissan.  However, in order to
bring about this kind of arrangement, it is
necessary to have some financial leeway.  There is
also a risk that this kind of movement may give an
opportunity to Nissan of dissolving business
relationship with those suppliers.

At any rate, most of keiretsu parts makers are
doomed just like fish on a chopping board.  For the
time being, the negotiation remains under the water
without any specific case coming up to the surface
yet, but according to some rumor, European and
the US leading parts makers are incessantly
approaching Nissan Keiretsu suppliers with
proposals of tie-ups in an attempt to either obtain
foothold to advance to Asian market, which is
expected to expand in the future, or to take this
opportunity to learn about production technology
and management skill of Japanese companies. In
return, for Nissan Keiretsu suppliers, it is also a
potent alternative for their survival to utilize the
power of foreign capital of European and the US
makers to adapt to the global competition imposed
by Nissan. In the following pages, we will try to
draw a rough structural picture of how Nissan
Keiretsu parts maker will undergo changes over the
three years to come, taking into account the
condition of screening and restructuring of Nissan
Keiretsu parts makers which Nissan is pressing
forward.  In doing so, we would like to examine the
tie-ups, cooperation and mergers by breaking them
down into two types, i.e., domestic and
international tie-ups.

TIE-UPS WITH DOMESTIC COMPANIES IN
JAPAN

Table 3 shows the development of the domestic
reorganization of Nissan Keiretsu parts makers
since 1999.  As it is clear from this table, Nissan
has already sold its stock holdings of some of its
Keiretsu parts makers to some leading domestic
parts makers, starting to dissolve Keiretsu.
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For example, Ikeda Bussan supplies 70% of seat
modules for Nissan automobiles. (The remaining
30% is provided by Tachi-S.)  Also, Ikeda Bussan
has transplants both in the US and the UK to
supply seats to Nissan in the US and Nissan in the
UK.  Nissan’s transplant in the UK is a joint
venture company with Johnson Control, the biggest
seat maker in the US.  Ikeda Bussan suffered from
deteriorating management as a result of failure of
stock trade after the burst of the bubble economy as
well as the declining sales to Nissan, and then,
Nissan sold 23% of its stock holdings of Ikeda
Bussan to NHK Spring (Nippatsu), one of the
leading manufacturers of spring and seat.  NHK
Spring supplies seat modules to Toyota by way of
its subsidiary, Takashimaya Nippatsu Kogyo. (Seat
modules are supplied to Toyota by three
companies, i.e., Araco, Tachi-S, Takashimaya
Nippatsu Kogyo).  Also, NHK Spring supplies all
of the seats of Fuji Heavy Industry (Subaru)and
Isuzu (truck maker).

The biggest supplier of Toyota, as far as seats
are concerned, is Araco, followed by Takashimaya
Nippatsu Kogyo, and then by Tachi-S.  However,
when it comes to door trim for Toyota,
Takashimaya Nippatsu Kogyo is the major
supplier, representing 70% share of the total.  If the
progress in modularization is achieved by Toyota,
there is a possibility that supplier of its seat
modules will be narrowed down to Araco, and its
supplier of door modules may be narrowed down to
Takashimaya Nippatsu Kogyo, which means the
share of Tachi-S may taper off.

Similar to such development, the share of seat
modules of Nissan by Ikeda Bussan is gradually
increasing, making the position of Tachi-S even
more difficult.  According to a very recent news
report, it is said that Ikeda Bussan has succeeded in
winning the joint purchasing contract of seats for
March and Clio, the models produced by Nissan
and Renault respectively using the common
platform. As I mentioned in the above, Tachi-S and
Fuji Kiko bought back Nissan’s stockholding in the
shares of their companies, and mutually became the
stockholders of each other to replace Nissan, and
thus became independent from Nissan Keiretsu
entirely.  Tachi-S is pressing forward with an
intensive sales promotion to Honda in order to
overcome the drop of market share due to the
separation from Toyota and Nissan.  However, it is

a very tough situation since 70% of seats of Honda
is supplied by TS Tech.

As we have explained in the above, domestic
seat industry is just undergoing a radical change
triggered by the movement of Nissan toward
dissolution of Keiretsu as well as the trend among
automakers for modularization.  Under such
circumstances, it is observed that major supplier
such as NHK Spring is strengthening the basis of
its own operation.  By contrast, parts makers that
are suffering from deepening management crisis
due to declining market shares are trying to regain
their strength by teaming up with major
international corporations.  In this way, various
reactions are expected to occur in the future.

As another example of new endeavor taken up
by Japanese companies through tie-ups, we would
like to discuss the case between Hitachi and Unisia
Jecs.

Hitachi, Ltd. is one of the largest
comprehensive electric appliances manufacturers
containing automobile parts division, heavy
electrical equipment department, home electric
appliances department and electronics department
including semiconductors, and so forth.  The
automobile parts division belonged to Nissan
Keiretsu (business group), comprising mainly
engine related department, electric equipment such
as starters and alternators, and automobile air-
conditioner. However, Hitachi scrapped its
automobile air-conditioner production department,
because its market for Nissan automobiles was won
and taken away by Calsonic instead, which is
another Nissan Keiretsu maker.  In addition,
Hitachi’s electrical equipment department also
suffered from declining market share due to the
competition with Mitsubishi Electric.
Consequently, Hitachi’s management condition
deteriorated, bringing about the layoff of
employees from 5,000 to some 2,000

Nevertheless, since the beginning of the 90’s,
with increasing importance in automotive
electronics market, Hitachi’s ability as a general
electric equipment manufacturer blossomed in the
fields of development of power train system such
as engine control unit, airflow sensor, as well as the
development of ITS, hybrid EV management
system, electronic toll collection system and
automated highway system (AHS), which is the
ultimate goal of ITS.  As a result, new growth for
Hitachi is anticipated centering around these fields.
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Then, Hitachi acquired from Nissan 16.7% of its
share of Unisia Jecs, which is the largest parts
maker belonging to Nissan Keiretsu, to enter into a
close capital tie-up.  Basically without having any
independent R & D department, Unisia Jecs has
been assuming the responsibility of development
on commission.

Therefore, upcoming dissolution of Nissan
Keiretsu has been a threat to Unisia Jecs of losing
foundation to rely on.  Thanks to the reinforcement
of capital through entering a capital tie-up with
Hitachi, and being free from the traditional
bondage within Nissan Keiretsu, Unisia Jecs now is
more capable to offer its core technology and
products, which is automobile electronics
technology and products, to wider market.  It is still
not clear as to how this capital tie-up will bring
about positive effect in strengthening the core
department of automobile electronics technology
and products of Unisia Jecs, but a new
development can be expected through its
cooperation with Hitachi, which is excellent in
R & D, since Unisia Jecs is blessed with superb
technology in commercialization or making
products utilizing advanced technology. Next, a
new parts maker was born, as the largest parts

maker belonging to Nissan Keiretsu through the
merger between Calsonic and Kansei.  In terms of
size of the sales, that of Calsonic totals some 150
billion yen (1.5 billion dollars), and that of Kansei
amounts to some 110 billion yen (1.1 billion
dollars).  So, their combined sales reach 2.6 billion
dollars.  Production items of Calsonic include air-
conditioning system, radiator, exhaust system,
while those of Kansei include instrument panel,
gauges and electric parts.  As a result of their
merger, both companies can procure by themselves
90% of parts required for the assembly of cockpit
module.

Since no other company is superior in the in-
house accumulation of development technology
than the new coalition of Calsonic – Kansei group
for cockpit module, there is a great potential for
their activities in the future in Japan.  However, in
international arena, many strong players are
jostling one another in this field such as Delphi,
Visteon and Valeo, because this is the field
competition is most fierce as far as modules are
concerned.  Therefore, it can be forecast that there
will be a movement of corporate merger including
international makers in the field of cockpit modules
in the near future.

Table 3. - Reorganization of Nissan's affiliated suppliers in recent period

fév-99 Nissan sold shares of Kinugawa Rubber (6.5%) to Toyo Rubber

mars-99 Nissan sold shares of Ikeda-Bussan (20%) to Nippatsu

avr-99 Nissan sold shares of Unisia Jecs (16.7%) to Hitachi

aoû-99 Tachi-S dissolved capital-relationship with Fuji-Kiko

oct-99 Jatco and Transtechnology, transmission makers, are merged

oct-99

Nissan announced its "Revival Plan" intending to reduce

the number of suppliers of parts and materials from 1145

companies with which Nissan now has business to less than 600.

avr-00 Calsonic and Kansei are merged

Sources : Hearings and journals etc.

INTERNATIONAL TIE-UPS,
INTERNATIONAL ACQUISITION

Table 4 shows the list of all of the cases of
international tie-ups and joint ventures between
domestic parts makers and major foreign parts

makers since 1999.  Among them, international tie-
ups and acquisition in relation with Nissan’s
revival plan stands out.  Now, by taking up these
cases as examples, we will try to categorize
patterns of international tie-ups and international
acquisition, which are expected to increase among
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Nissan Keiretsu parts makers in the future.  These
categories can be summed up into the following
four types.

Tie-ups to acquire the know-how of cost
reduction :

Generally speaking, since the companies having
excellent production technology can be often found
among Japanese companies, it is considered
difficult to seek out cost reduction know-how
among foreign companies. Nonetheless,
considering the fact that cost reduction is the most
urgent task for Nissan Keiretsu parts makers, it is
imaginable that there will be cases where
companies enter into tie-ups for the purpose of
acquiring such know-how.  Also, it is possible to
foresee cases where some companies try to survive
by introducing excellent production technology
from the companies with which they enter into
partnership.

Tie-ups to acquire the know-how of
modules :

In order to achieve 20% cost reduction target
required by Nissan, some parts makers are looking
toward utilization of advanced module technology
developed in Europe, especially in Germany.
Through such measure, and by selling
modularization technology, they will seek to secure
their position as 1st tier suppliers.  Simultaneously,
their counterpart partner company can use this tie-
up as foothold to advance into Asian market.  For
the time being, this pattern of tie-up has a
possibility to materialize with German parts
makers, which have accumulation of modular
technology. For example, Oi Seisakusho, which is
a Nissan Keiretsu maker, introduced technology of
Light Vehicle System from Meritor Automotive
(automobile parts department of Rockwell
International) to supply door modules to be
adopted for a new model of Nissan.  Oi Seisakusho
and Meritor have concluded comprehensive tie-up
agreement since 1997, including joint development
of door-lock, window regulator, sun-roof and so
on, as well as adoption of mutually complementary
products, in addition to the decision to mutually
hold each other’s stocks in near future. Their
cooperative relationship deepened even further in
1999, when introduction of technology concerning
door module was agreed.  Being stimulated by such
activities, another Keiretsu supplier, Jonan

Seisakusho, which supplies window regulator and
sunroof to Nissan, seems to be preparing for the
introduction of technology of door modules from
other German module supplier.

Tie-ups to adapt to global competition :
By entering into international tie-ups, and

having footholds in Europe, it will become possible
for parts makers to satisfy the conditions to cope
with global competition required by Nissan.  At the
same time, their partner company of the tie-up can
also secure production basis in Japan. It is expected
that many of Keiretsu parts makers in Japan will
seek this type of tie-ups.  One of the biggest parts
makers in Europe, and the largest parts supplier of
Renault, Valeo is a kind of company, which has
grown rapidly by acquiring parts makers in Europe
one after another.  The sales value of the company
totaled about 8 billion dollars in 1999, and its sales
target in 2002 is 15 billion dollars, 20% of which
or 3 billion dollars is to be earned in Japanese
market alone according to its plan.  Considering its
sales value in Japan is nearly none at present, it is
undoubted that this 3 billion sales target is to be
reached by acquisition and/or entering into a tie-up
with Japanese company.

As table 4 in the below shows, already Valeo
established a joint venture company in clutch
department with Unisia Jecs, entered into a tie-up
with Zexel Corp, which has been supplying air-
conditioner to Nissan; and as for supplying to the
joint purchase plan of parts for March and Clio,
which use the common platform, it snatched the
order of air conditioners for these models away
from one of its competitors, Calsonic.  The fact that
Calsonic had been supplying air-conditioners to
March for such a long time, and yet was defeated
by the allied forces of Valeo and Zexel, can be
regarded as a display of the very dissolution of
Nissan Keiretsu.

In addition, Valeo acquired the stock of Ichiko
Industries held by Nissan in April, 2000, which
made Valeo the largest stockholder of the Ichiko
Industries with 20% share.  In return, Ichiko
Industries invested capital in Valeo, to enter into a
cooperative relationship with mutual utilization of
each other’s plants as a main axis.

For the time being, the tie-up partner of Nissan
Keiretsu parts makers is concentrated on Valeo, but
suppliers of Renault consists of a number of
world’s first-rate parts makers including Delphi
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and TRW, which are seeking to expand sales to the
Renault – Nissan alliance.  It is expected this type
of global or international tie-ups will continue to
increase.

International Acquisition by giant
manufacturers :

The types of tie-ups mentioned in the above are
the ones in which Japanese company can take some
kind of voluntary actions.  On the other hand, if the
partner company is a giant manufacturer with
insurmountable discrepancy in the scale of capital,
equal partnership cannot be established and thus,

the smaller partner will be swallowed up by the
giant company unilaterally.

Since the scales of many Nissan Keiretsu parts
makers are no more than 400 million or 500
million yen in sales value, there is a real threat of
their being reduced to a pawn of a chess game, and
treated as such to be used for the strategy of
European and the US makers which hopes to
advance to Asian market by entering tie-ups with
those Japanese suppliers.  Although this is not a
case of Nissan Keiretsu, the case in point may be
the acquisition of Izumi Automobile by Autolib
(Sweden).

Table 4. - Cooperation between Japanese Parts Suppliers and Overseas Major Parts Makers

Date of
Announcement Content Objectives

jan-99
Increase of sales of automobile electronics
parts

jan-99
Kojima Tekkosho cooperates with an
American tool maker Increase of orders

avr-99
Tokico announced an cooperation with an
American maker

Common use of fuel pomp, mutual use of
distribution network

avr-99
Visteon consigned manufacturing of products
to Tokico Action toward Ford's Global sourcing

mai-99
Toyo Radiator announced an cooperation with
Aligned (USA)

New business of Toyo Radiator and increase
of sales of Aligned in the global market

aoû-99 Cooperation of Delphi and Ashimori-Kogyo
Increase of Delphi's share in Japan and
increase of orders from overseas' customers
for Ashimori

aoû-99
Nabco negotiates an cooperation with a
German brake maker

Increase of orders and participation to a
joint-venture

sep-99
Somic Ishikawa cooperates with Lemfoerder
(Germany) in India

Increase of orders and mutual use of
equipment

oct-99
Fujikura Chemical cooperates with Red Spot
(USA)

Joint development of environment-orientated
paint

oct-99 Unisia Jecs creates a joint-venture with Valeo
Unisia wishes to keep the Nissan's order and
Valeo wishes to get new orders from
Japanese car makers

oct-99
Zexel cooperates with Valeo for air
conditioners

Zexel intends to increase profit margin in air
conditioner business and Valeo intends to get
more share in the Asian market
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Suite table 4.

nov-99
Toyo Radiator announced an cooperation with
Behr (Germany)

Toyo intends to adapt itself to a global
manufacturing and to modular production

nov-99
Koyo Seiko creates a joint-venture with
Peugeot

Koyo intends to enlarge its European
business and Peugeot intends to cut down
investment

nov-99 Murakami cooperates with Jentex (USA)
To get more easy access to the counterpart's
market and technical exchange

déc-99
Autoliv (Sweden) announced the take-over of
Izumi Motor

To adapt themselves to global and modular
production

jan-00
Kinugawa Rubber intensifies the cooperation
with BTR (UK)

Joint development and global supply-
network

jan-00 Bridgestone cooperates with Total (France)
To create a Japan-USA-Europe supply-
network by mutual production

fév-00 Zexel cooperates with Thermoking (USA)
Zexel intends to adapt itself to more variety
of products and the American intends to get
more share in the Japanese market

avr-00 Valeo's capital participation to Ichikoh
Valeo intends to create a production site in
Japan
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