The Global Automotive Industry – who benefits and who loses?

FORD RECENT DEVELOPMENTS – Culled from press releases and newspaper articles.

In 2001 Ford had revenues of $167 bn sold 7m vehicles, employed 350000 staff and made a $5.5bn loss. It has $3.5bn in cash but the cost of developing new models exceeds this. It needs to reduce losses and generate cash.

Europe

Major problem of overcapacity – able to produce 2.2m cars but demand was 1.65m. In 2001 Ford in Britain made an operating loss of $315m.  However Ford expects its British operations to return to profit in 2002! In Europe as a whole the restructuring described below led to a significant reduction of losses and a return to profitability is expected. The principle cause of this is the use of multi model plants (flex manufacturing) at its big assembly plants.

· End Car production at Dagenham and develop the site for global diesel engine production ($500m)

· End Ford production at Halewood and use the assembly plant for the Jaguar X type.

· Ford design centre in London ($15m)

· Expand engine production at Bridgend.

· End production at plants in Portugal and Belarus.

· Increase investment in research at Dunton.

· Genk to continue as the main plant for Mondeo but the Transit production is to be relocated to Turkey.

· Saarlouis, Cologne and Valencia to be developed as flexible assembly plants to produce a range of models able to respond to changes in demand for the Focus and Fiesta platform.

· Modular supply and JiT manufacturing.

· New models based on refreshed or new designs - 45 in the next 5 years, including the new Fiesta.

USA and N America

Significant losses for 2001 led to radical restructuring . The European restructuring with multimodel flex plants was the blueprint. 

· 35000 jobs lost

· 5 plants to close to reduce capacity by 1m units.

· Closer links with suppliers with shared benefits of cost savings (65% Ford 35% supplier)

· 20 new or refreshed products a year.

· Low margin (cheap) models to be discontinued eg Escort 

Asia
Ford has recently built two plants in India. The Tamil Nadu plant near Chennai produces the IKON which is based on the Fiesta but designed for the Indian market.

In the late 1990s plants were also built in China, Philippines, Thailand and Vietnam. 

Subsidiary companies.

Jaguar 

S type based on Lincoln platform. Castle Bromwich in West Midlands

X type based on Mondeo Platform. Halewood near Liverpool

Both supplement the existing models XJ and XK built in the West Midlands

Total output about 200000 cars p.a.

Volvo

Gothenburg  Sweden – (1964) V70 and S80 models (the large ones) 100000 cars p.a.

Uddevalla Sweden – (1999) C70

Born Netherlands – (1967) S40 and V40  models (the small ones). This is a joint venture with Mitsubishi and assemble the Carisma and the Space Star 260000 cars p.a.

Ghent Belgium (1965) – S70 and V70 150000 cars p.a.

also 

Samutprakarn Thailand (1998) 40, 70 and 80 models

Kuala Lumpur Malaysia (1967) 40 and 70 models with Suzuki and Daihatsu. 

Land Rover – purchased from BMW.

Range Rover, Discovery and Freelander all manufactured in Solihull West Midlands. Ford plan to double output to 250000 cars p.a.

Aston Martin.

major investment in new models and production facilities – new plant in Warwickshire. 

Ford in Europe is increasingly dependent on its premium cars which have higher margins and sell in both the US and European market. The high value of the pound in relation to the Euro has not affected these marques as they tend to be sold in the US rather than continental Europe
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