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Time for a Change

Richard Kracklauer, president of Sachs Automotive
Japan, argues the case for changes in the
way automakers in the country do business

with European suppliers.

he strocture of vehicle manufacturing in Japan has

changed from a uniform Eedrersn style 1o one with

as many dilferent approasches as there are
participants. At one extreme, some fefrefsa networks have
become more entrenched; at the other, ties are much
looser, Suppliers need to understand this complex pictore
just as much as the increasingly global nature of the
industry.

Those Japanese antomakers that are integrated inte global
alliances cannol he treated in isolation becavse supplier
performance (price, quality, capacity, delvery eic) in one
market immediately hecomes 4 known quantity through the
wider strociure. The trend towards global assessment means
mistakies and sub-par performance can be dispropontionately
damaging to the supplier

But despite the growth of these imternational networks
the expectations of Japanese makers have nol really
undergone a paradigm shift, Supplices are still expected o
just “build-to-print” (e waditional Japanese way, which
does not see the benefit of having strong developmen
pariners, Cost, quality and efficiency are heavly influenced
by specitications and the most effective approach & w evaluaie
whether the OEM's specifications are really required or
whether standard global specification would previde better
value and simifar — perhaps even better = performance.

Similarly, OEMs need w involve suppliors early in the
development process if they are to ke advantage of moedular
systems, While supplicrs don't expect the OEMs 1w bhuy
“black howes” of technology and sysiems, they have 1o et go
of certain activities that were traditionally bandled in houwse.

But while globalisation and intense competitive pressures
have forced Japanese manufaciurers to reassess their
procurement strategies, European suppliers continue 1o face
difficultics siemming from & persisient relucknee o culsource
product development on g global basis, Japanese firms are
still uneasy about divalging proprietary information 1o outsiders.

s also sl necessary o provide “Japanese solutions™ i
customers in order 1o adhere w company-specific specifications,
delving e global move wowards single pladorm developmen
and volume production. Many companics report that while
Tapanese OEMs hine indeed shown more interest in procuring
from European suppliess over the past few years, this inferest
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hiss oot translated into significant business development.

Face-to-face meetings between the Enropean Association
of Automotive Suppliers [members include BASE, Faurecia,
Frendenberg, Siemens VDO, Bosch, Behr, HI' Pelzer, Osram,
A, Raymond, Herberts, ZF Sachs and, imerestingly, Delphi)
and Japanese automakers have proved 1o he extremely
elfective venue 1o discuss products, platforms, regulations
and glohal strategies, The Furopean parls industry must
contimme 0 work hard to increase mutual understanding
with |apanese firms,

Maintaining an on-the-ground presence is vital to mutual
undersianding but the environment for foreign direct
investment in Japan is unattractive. FOU will never approach
the levels seen in other industrialised nations unless Tokyo
makes more of an effort in this area. In November, the
European Business Community in Japan presented s annual
report on the country’s business emvironment. A journalist
quippid that nothing had changed from the previous report.
That is exactly the point.

Initiatives such as the cremtion of special deregulated
zones and other siruciural reforms such as the beginnings
of privatisation of stae-owned companies have done litle to
atldress the problems European and other foreign firms
face doing business in Japan. 1tis stll impossible, for example,
o conduct a cross-horder stock swap on 2 tax-nemral
hasis. In some respects, when one looks at the recent
decision o inerease telecom interconnection rates and o
levy corporate enlerprise tax on criteria other than profits,
the situation has in fact worsened.

At the kast EU-Japan sommit, government leaders promised
o promote mutzal FOL AL the business roundiable that
followed we asked the EU w put its money where s mouth
is and develop a more structured framework 10 promote
FIM, including the elimination of all forms of double taxation.
The US and Japan have signed a new bilateral fax (veaty
which climinates witholding tax on repatriated dividends. |
hope the EU and Japan can do betier than that,

The wwth is that we, as representatives of European
companies in Japan, are rowing in the same hoat as our
Japanese friends. 1is in all our hestinterests that headguarters
in Enrope and elsewhere do not lose sight of Japan's
cnormous pofential. e
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