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Japanese Automobile Industry - Proposal of Solution to Redesign Its Supplier System

Abstract

Japanese automotive industry has been leading Japanese economy together with
electronics industry in terms of its scale and influence after WW II. The industry
occupies about 8% among all the entire working population in Japan. The figure
shows large economic influence and its presence among all the industries.

It’s understood that the industry was able to establish its position as a result of
building up its competence with regard to technology and quality. In addition to this,
the supplier system organized by both auto makers and parts suppliers was thought
to create core competence in the industry.

Now, Japanese auto makers are facing with the environmental changes of the industry,

such as electrification and fiercer global competition which have never been

experienced before. Until now, Japanese makers have been exercising its competence
over integral architecture development, which gives them advantage of making high
functionality and quality vehicle. However, the current supplier system based upon
the method is not suited to the development of the product for in the emerging
countries. Western and Korean auto companies are dominant players in providing
low price and local need spec vehicle for volume zone consumers in emerging
markets, winning market shares from Japanese competitors. If Japanese auto
makers lose in the intensive competition for the market share, there is a potential
risk for them to lose their position what they have established so far.

In consideration of the abovementioned situations, I concluded that the current
supplier system needs to be checked if it has an internal problem unsolved in order
for the auto companies to be representative of Japanese industry. Also, there’s
necessity for them to restructure the system if they have internal problems
unresolved while using its strength points, I judged. After consideration of the
system, I evaluated that the Japanese car makers are having weak corporate
character against the competition in emerging markets due to its existing supplier
system. In order to improve the character, introducing “blood from global suppliers”
to the system is very effective, I calculated.

In this thesis, I proposed a scheme that Japanese car makers and global suppliers can
establish win-win partnership by resolving weak points at each party in exchanging
its strength. In order to validate its effectiveness, I employed STEEP analysis method
and picked up factors which may largely influence the industry. Following after this
action, I created industry future scenarios which may be realized based upon them.
Then, I finally compared and analyzed which scenario may be best suited for the
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scheme after deciding assessment points for each one.

In the validation, I confirmed that the scheme may effectively work for scenarios
which illustrate assertive approach to overseas markets. For a long time, suppliers
have been positioned under auto makers in pyramid shaped supplier system in
Japan. But, it’s quite imperative for auto makers to be accustomed to horizontal
organization structure where OEMs and suppliers can speak and act equally, in order
to keep pace with globalization, I conclude.
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