
Fortunately, Mr. Friedman, the World Isn’t Flat . . .

The Globalization of the Supply Base:

Concentration, Competition, and Competitive Advantage

?



IN FACT, IT IS VERY BIG.

AND FULL OF OPPORTUNITY . . .



However  . . .
The World Has 
Been Getting Smaller
In Terms of Competition
for Some Time . . .



North
America
30.7%

(+1.6%)
20.3 million

Central/
South America

4.3%
(+11.6%)

2.8 million

Europe
30.9%

(+0.9%)
20.4 million
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1.7%

(13.7%)
1.1 million

Middle
East
4.1%

(+8.5%)
2.7 million

Asia-Pacific
27.1%

(+5.4%)
17.9 million

2005 Global Market Summary

Total Vehicle Sales = 66.1 Million Vehicles (+3.3%)

Source: Automotive News 2006 Market Data Book



North
America
24.2%

(+0.5%)
16.4 million

Central/
South America

4.6%
(+12.9%)

3.1 million

Europe
30.7%
(-0.2%)

20.8 million

Africa
1.0%

(+21.7%)
.65 million

Middle
East
3.0%

(+9.7%)
2.9 million

Asia-Pacific
36.6%

(+5.9%)
24.8 million

2005 Global Market Summary
Total Production = 67.7 Million Vehicles (+3.2%)

Source: Automotive News 2005 Market Data Book



The Global Auto Industry is in a Long-Term 
Pattern of Growth and Expansion
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Global Capacity by Region and Country 
(2003)
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Partner Up? Maybe So, Maybe No.
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US Original Equipment and Aftermarket Parts Market
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New American Logos ?



Hourly Compensation of Automotive Production 
Employees: 2003
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The Advantage is Shifting 
Compensation per hour for automotive labor in U.S. $ based on hourly rates and currency exchange rates in given year.
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The Case for Global Purchasing

• Differences in vehicle preferences by region are narrowing.
• Many developing economies are exhibiting strong auto sales growth 

and developing new industrial bases.
• Labor costs differ worldwide more than available labor quality.
• Trade barriers are falling almost everywhere.
• New technologies allow for better communication and allow the 

transfer of knowledge.
• Competition is at a very high level.  Must purchase globally.



The Case Against Global Purchasing

• Differences in vehicle preferences and regulations by region are still 
significant.

• Many developing economies will require significant investment and 
training that may only replace existing capacity elsewhere.

• Many components are very difficult to ship due to fragility or high 
inventory cost.

• Trade barriers are still impediments and currency values are 
unreliable.

• The complexity of global purchasing is high and so are the risks.
• Regional loyalties between customers and suppliers may slow the 

process.
• Can’t ship parts through the internet.  So far . . .


