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Executive summary

This case weighs the advantages and disadvantages of going globd. Ford presented its
1993 Mondeo modd, sold as Mydigue and Contour in North America, as a ‘world
ca’. It tried to build a sngle modd for dl markets globdly to optimize scde of
production. This required grong involvement from suppliers and heavy usage of new
information technology. The case discusses the difficulties that needed to be
overcome as wel as the gains tha Ford expected from the project. New technology
dlowed Ford to overcome mogt of the difficulties it had faced in earlier atempts to
produce a world car. IT was flanked by mgor organization changes within Ford.
Globdization did not spdl obvious success though. While Ford may in the end have
succeeded in building an dmogt globd car, it did not necessarily build a car that was
competitive in various makets The Mondeo project resulted in an overhaul of the
entire organization under the heeder of Ford 2000. This program put a heavy
emphass on globdization dthough it perhaps focused too littte on internationd
cooperaion and too much on centrdization. In teems of Ford's own hidory, the
Mondeo experience may not be cadled a new modd T but does represent an important

dep in Ford' s transformation as agloba firm.



Background

An important sream of work in the area of internationd management (Prahdad &
Doz, 1987; Batlett & Ghoshd, 1989) is concerned with the location paradox: should
an internationdizing firm be resgpondve to locd drcumgances or go for globd
integration? On the one hand globd integration presents interesting business
perspectives, because firms can offer a dngle product worldwide and use a very
uniform way of organizing and producing bassd on dandardized technology. On the
other hand there ae usudly diverse demands beng made on multinationd
corporations (MNCs) by their locd customers, host governments or other parties.
Managing the location paradox dways reguires baancing between the locd and
globa perspectives.

In the most basic terms the advantages of beng globd are that firms obtan
advantages of scde. Imagine if there was redly only one globd market for a firm, for
example if cusomers demanded precisdly the same car everywhere. A firm could
build one, huge factory from which it could supply the entire world, one marketing
center, one R & D unit and o on. The codts per unit of production would be minimd.
In redity we, of course do not have such markets but there are certain products thet
benefit from being produced by internationd firms CocaCola is a globd brand and
benefits from globa advertisng. However, the taste of the beverage varies regiondly.

Given that most products are not globd, surdy there are advantages to being
locd as wel. Thexe are bet summarized as ‘being in touch’ with the environment.
Firms that operate locdly can quicker or better react on cusomers, ded with loca
partners and governments and so on. An haute cuisne restaurant usudly serves a locd
cusom base and operates locdly. Table 1 provides an overview of the advantages of

being locd and those of beng globd, as they were conceved by Prahdad and Doz



(1986) in ther work on the integration — responsveness grid. All tables can be found

in the gppendix.

Because locd and globad are two countervaling forces there will dways be a tenson
between the two. Even for farly globa companies there is a need to act locdly
(condgder what actions CocaCola needed to teke when people in Begium got sck
due to drinking it) and no locd company can completely ignore the forces of
internationdlization. However, the consequences of this tenson for management
policy may not be sable over time. Depending on the extent to which firms can unite
the globd and the locd they are more or less successful in becoming a ‘transnationd’
firm (Batlett & Ghoshd, 1989). Transndiond firms are aile to manage the locd and
the globd dmultaneoudy and ae thus bdieved to be able to achieve superior
peformance. In this light it is interesting to invedigate further the consequences of
introducding new Informaion Technology to a multinationd firm.  Information
technology is thought to be on of the key drivers of globdization. Is IT indeed the
depping done towards becoming a more globa firm? Or, dtendivdy, does IT
gmply dlow a firm to manage the tensons between the globa and the loca better,
without changing the balance between the two?

This framework will be applied to the case of the Ford Monded, a car introduced
by Ford in 1993 as a ‘world ca’. Ford Motor Company barely needs any introduction.
It is of course known as one of the world's premier manufacturers of automobiles. Its
cars have been sold dl over the world for many decades now. Table 2 describes some

of Ford's key financid data A world car is a sngle car that is sold in different parts

% The Mondeo was the European verson of the car. The North Ameri can names are Mystique and
Contour. Because the Mondeo was built in the largest quantities, produced and sold earlier, itis
generaly referred to as ‘the world car’ by the business press but aso by Ford itself. In the remainder of



of the world, dthough dight variaions may be made to the modd. The fdlowing

three questions will guide the andlys's and discussion of this case:

1. Wha were the advantages of going globa with its Mondeo for Ford and what
barriers did it face to do s0?
Obvioudy Ford must have thought there were important advanteges atached to
producing the firsd ever world car. These globdization advantages will be discussed in
the case in order to get an idea of the drategic motives behind this decison. On the
other hand the automobile industry has dways faced locd condraints, for example in
terms of traffic rules, that needed to be overcome. Therefore a ddicate baance needs
to be found and maintained between going globa and operating locdly. What kind of

manageria chdlenge did Ford face here?

2. Was new IT the key endbler in edablishing this globad production and supply
structure?
A world ca posss new and possbly vey different demands upon the organiztion
and technology in use by Ford. Even if the pats going into a world ca and the
production technology are essatidly the same with an ordinary car, a new logigics
and communication gSructure is required to produce the car. From an IT perspective it
is especHlly interesting whether it was the new technology that hdped Ford to
produce globaly or other factors. It has often been suggested that IT is one of the key

drivers of the process of globdization. Does the Mondeo case confirm this?

3. Hasthe Mondeo become the new ‘modd T'?

the text the name Mondeo will be used to designate the entire world car project (including the North
American models).



Ford atained much of its fame and present satus from the highly successful modd T,
a car produced a a very large scde a the beginning of the previous century. The
modd T hdped Ford to become by far the largest automobile assembler of the world
a the time until its demise in the lae 1920s caused a severe diguption to the Ford
Motor Company. The world car concept inherent to the Mondeo presented a new
mass scae production innovetion. Was the peformance of the Mondeo good erbugh

tocdl it Ford'snew modd T?

Ford has dways been one of the world's largest and mogt internationd  manufacturers
of cas It was founded in 1903 and fird produced abdroad in 1904 in Canada and
expanded intercontinentaly in 1911 to Manchester, Endand. Chandler (1964) gives a
vay detaled description of its ealy higory. Ford differentiated itsdf from its
competitors in 1908 through the unique menufecturing drategy implemented by its
legendary founder, Henry Ford. Ford decided that economies of scade and a low cost
product would be the key to competitive advantage. Therefore Ford built only one
modd, the modd T, from 1908 onwards and atempted to do this in mass scde, low
cog production. The resson Henry Ford chose the modd T from his range of desgns
was that it was mogt suitable for mass production. The product was fully standardized.
One of the innovaions Ford introduced was the moving conveyor bdt. Demand for
the T-Ford grew rapidy, sparked by the low prices and economic growth in the
United States. Ford expanded its number of assembly sites across the United States. In
1921 Ford's modd T sold 845,000 units for a U.S. market share of 55%. Ford became
a huge indudrid corporetion over the period, in pat because it dso integrated
backward by acquiring cod mines rallways and sed mills. However, the modd T's

suceess in the end dso proved to be its demise Demand fdl steeply after 1921 and in



paticular during 1926 en 1927 due to the lesser economic dStuation and increasing
subdtitution by second hand cars. lronicdly the second hand market was flooded by
Ford's own T modd. Those consumers that bought new cars were no longer interested
in the smple T-Ford modd. With these lower volumes Ford wes no longer dble to
mantan its low cods This initisted a long rebuilding period for the Ford company,
which saw its eternd rivd Gengrd Motors evolve into the world's lagest car
manufecturer, which it would remain until the present day. GM’s Alfred Soan
introduced a number of managerid innovaions like the divisond M-form (Chandeer,
1964) that provided GM with the ability to produce multiple modds and to

reconfigure its organization more effectively.

Setting the stage

In more recent higory Ford initisted a new modd, which was dso seen to be a
breskthrough modd. Some observers, though not Ford itsdf, have likened it to the T
Ford. When Ford Motor Company in 1992 publidy launched its plans to produce a
world car it was dready its third atempt to do so. The idea behind a world car,
ometimes ds0 referred to as a globd car, is that one desgn fits dl. More in
particular, the efforts by Ford have been amed a building a car that can a least be
masssold in both Europe and the United States, by far the largest markets for Ford.
The very fird atempt by the company to build one single plaform that could be sold
in different markets dl over the globe without magjor modifications even daes back to
1960 (Kitchen, 1993). This wes of course a time when the word globdlization haed not
entered management vocabulay and most car producers were gill mainly oriented

towards their domestic markets. The project proved not very successful: some 60 days



before production was to be darted, the U.S. verson was cancdled. The reason was
that dthough the car was innovaive, being a front whed drive economy car, it would
aso be more expensve to produce than exising larger modds. A second try came in
1981 when Ford tried to sdl the same Escort modd dl over the world (Kitchen,
1993). This time a much larger effort was undertaken to design a sngle modd for
both markets. Although the Escort in itsdf proved to be a marketing success, it had
litle to do with a world ca in the end: only two minor pats were identicd in the
European and North American versons. These two parts were the water pump sed
and the Ford ova badge, by the way. This time the main reason was that two distinct
development teams had operaied Smultaneoudy on both sdes of the Atlantic. Each
group posed its own idiosyncratic demands. The Ford organization was dill not ready

a thetime 0 it seemed.

Under what circumstances did the Ford Mondeo come onto the market? Ford was il
a farly large firm, which was present in dl key markets. Especidly in Europe and
North America, it had etablished a broad presence and dtained a lot of market share.
Ford even wes European market leader in 1984, but dipped back into fifth place
aound 1992, just before the introduction of Mondeo. Teble 2 gives some market
share information for different markets in vaious years. More recently, &fter the
introduction of the Mondeo, Ford has of course grown through acquigtions. In
Europe, the purchese of Volvo in the lae 1990s is the mod obvious example
However, over the lagt two decades Ford dso dated to invest on a lager scde in
Ada It did so manly through agreements with Mazda of Jgpan and Kia of South
Korea In April 1996 Ford even obtained effective control over Mazda One problem

rdated to both Mazda and Kia though, was that they were both rdativey wesk



players within ther naiond sysems. Kia came cdose to a bankruptcy in October
1997, dter which the Korean government decided to nationdize the company. Mazda
has been widdy cited as a firm that lacks both scae and bargaining power to be an
effective producer on its own. It sands only in fifth place in the ranking of automobile
producers in Jgpan and came dose to bankruptcy around 1980. Ford's key financid
daa ae contaned in table 3. They show tha Ford Maotor Compay has grown
subgatidly over the lat 25 years, which is in large pat due to the externd

acquisitions and the addition of rentd (Hertz) and financid services.

Case description

After the 1960 and 1981 failures Ford Sarted its third atempt to build a world car in
1986. Usng the experience of what went wrong in 1981, European and American
enginers dated designing a new ca, under the code name CDW27. Outsde
suppliers were involved in the project from 1989 onwards to deveop Spedific
camponents and modules of the car in a joint engineering effort. Three different brand
names findly emerged, the Ford Mondeo for the European market and the Ford
Contour and Mercury Mystique for the North American market. Of these cars, 90% of
the dements were identicd, dthough this is hard to see from the outdde where the
cars appear to be different.

However, cetan differences remained. Seat bets and ar bags had to be
adapted to the locad markets. Since U.S. drivers do not aways wear seat bets, ther
cas were provided with larger air bags Europeen drivers had a amdler, 30-iter ar
bag. Ford admitted thet it had to cope with different supplier processes, which made it
tough to achieve the desred component commondity. Furthermore locd conditions

and mandates forced a number of changes. Mogt of the problems arose when Ford had



to re-enginer the Mondeo for the North American market and encountered U.S.
federd standards and market conditions.

The dakes were high enough for Ford to make the success of this new car
crucdd. Some $ 6 hillion were invested before it ever came into production, which is
fa more money than most competitors spend on a new modd (the comparable
Chryder Neon cog only $ 1.3 billion to deveop, for example). Because of the
radicaly new concept, it is sometimes referred to as a ‘'new modd T, the car that
brought Ford its origind fame in the 1920s In Europe, sdes of the Mondeo darted in
1993, the United States followed some 14 months later. The car wes sold in some ©
countries dl over the world, dthough most sdes are obvioudy redized in the United

States and Europe.

Motives
Why did Ford decide to try its luck a third time, despite the fact that nobody dse in
the car industry was building a world car? The answe provided by the company was
a reference to its high degree of internaiondization, not just in terms of sdes, but dso
in the soread of production Stes and R&D knowledge. This led Ford to the conviction
that it would be beneficid to consder a globd gpproach ingead of a multi-regiond or
multi-domestic gpproach. Mr. Philip Benton, Ford's Presdent until December 1992,
suggested that “A globa company can concentrate its resources where they will be
used mogt effectively”.

SO0 wha advatages did this globd dructure provide the company with?
Economies of scale were bdieved to be the firs and most important reason behind the
world car project. These economies were not only to be obtained in the production of

the different brands, but dso in ther desgn and the sourcing of components and parts
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from third paties Being dle to purchese double the quantities that a normd car
modd requires obvioudy gave Ford room for barganing about prices. A second
reeson sems from the incressed flexibility that Ford obtaned. Both flexibility in
purchesng and flexibility in production are thought to have grown. Ford can switch
between locations (Europe and the U.S) both for its own production as wel as for
sourcing components  from suppliers. It would be esser to cover for ddivery
deficiencies on ether side of the ocean too. Other reasons that were cited less often,
indude achieving a global image visavis cusomers, creating new knowledge
through a worldwide network and a reactive approach to the loss of market share in
some makets. This lagt point rases an interesing question: Did Ford decide to build
a world car out of a postion of weskness, or one of srength? Although Ford was dill
dealy the number two manufacturer of cars in the world (after its eternd rivd
Generd Motors), Toyota was dating to caich up, as were others. Furthermore, Ford
had experienced some pretty bad lossss, especidly in 1991 when it log dmos $2.3
Billion. So the reective drategy argument seems to have some ground as well, as
Ford's postion wes gradudly dipping. Ford fdt that it needed to do something new
that could again give it a competitive edge over key rivds. Since Ford Hill had plenty
of financd and technicd resources avaldble when it embarked on the world car
project, it could afford to invest in such a large project. And Ford had the advantages
of a drong presence in both the North American and European markets. Ford wes

strong but getting weeker.

Internal organization

The Mondeo/Contour/Mystique was built on a project bass where both the European

and North American organizations contributed to the find product. From the earier
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adventures with the Escort modd, Ford had leaned thet red integration would be
important. When the Escort was designed, two different design teams from Europe
and the U.S. were working on it smultaneoudy. As Mr. Benton put it “When there
were opportunities to deviate from the shared engineering plan, both teams mede the
most of them, protecting ther own turf and defending their own idess aout what
condtituted the ‘right’ product”.

Ford's factories in Europe are concentraied mainly in Germany, the United
Kingdom and Begium. The Ford world car was assembled in three different plants, in
Genk (Begium), Kansas City (Missouri, United States) and Cuatitlan (Mexico). The
Europeen plant initidly produced some 400,000 units annudly and the two North
American plants some 300,000 in dl. So it may well be concluded thet there was an
even spread between the two continents.

Some key components in the car were sourced interndly. At the beginning of
the 1990s some 50% of components in the automobile industry were sourced
interndly, but this percentage decreased rapidly. One example of intra-firm sourcing
for the world car was the transmisson. The manud transmissons were produced in
Hdewood in the United Kingdom, and Cologne in Gemany. The automdic
tranamissons came from a Ford plat in Baavia, Ohio. This points to a form of
regiond specidization in the sourcing network, snce automdic transmissions are far
more popular in the U.S. than in Europe with any new car modd. Some 9% of the
European Mondeo cars were equipped with automatic transmissions, a figure that was

ill 3% above Ford's expectaions, by the way.
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Role of outside suppliers

Outsde suppliers fulfill a key rde in the project, snce some $ 25 hillion were spert
annudly by Ford on components and parts for the world car. Important issues arise on
the nature of the sourcing network. Frst of dl Ford tried to integrate the European
and North American supply bases as much as possble. Mr. Albert Caspers, Ford of
Europes charman before the Ford 2000 program dated in 1995, suggeds “The
philosophy was to develop a part only once from one supplier in the world. This is the
fird project where we have done this’. One of the key drategies was to reduce the
totd number of suppliers severdy. The Tempo and Topaz modds that preceded the
American verson of the world car had over 700 different suppliers Ford was able to
reduce this number to 227, usng a worldwide supply office and early sourcing. The
suppliers that participated were chosen through a globa search. Ford itsdf used the
term globacapable suppliers to illudrate its requirements The suppliers were either
chosen on their past peformance or on a surrogate part. Mr. Dick Fite, who was the
CDW27 supply director a the time, says “The basc management chdlenge was to
bring the two regiond supply bases in North America and Europe together to find the
best of dl worlds in terms of technology, qudity, codt, and logidic efficiency, s we
could rationdize down to the fewest number of suppliers of best-of-class components
on a worldwide scdée’. One way of achieving this reduction that Ford used was the
tiering of suppliers. At Ford in Badldon (UK.), Alan Drgper, exterior purchesng
agent, sad (back in 1993): “We have used tiering in aress like ingrument pands for
sverd years and ae looking to extend the concept to other areas’. The suppliers
were agpproached long in advance of actud production. Mogt of the contracts were

upon for a longer period of time. Many suppliers committed themsdves to the project
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aound 1989-1990. This dlowed Ford enough time to discuss the ca and its
components extensvely with the suppliers.

Just-In-Time is a centrd dement of the production of the world car, athough
the intercontinental suppliers could, of course, not ddiver JT. For the other supplies
there was a great perseverance in pressng suppliers to st up plants in the proximity
of Gerk, in the case of the Europeen Mondeo. Ford itsdf did not hold any stock of
components and parts in the plant as part of the AT sysem. This is why many new
gtes were edablished within 30 km of Genk, ddiveing within the hour. They
induded Kautexwerke (ges tanks) and Lin Pac Ekco (interior front door trim pands),
who both darted production in Begium, in the towns of Tessenderlo and Overpdt. A
second group dated production a little further away, such as Ryobi Aluminium
Cading. The Jagpanee parent of this company was asked by Ford to produce
transmisson and dutch cases for the Mondeo. A new and successful plant was
edablished in Carickfergus, County Antrim, Northern Irdand. In 1994 it wes
herdded as the ‘best factory in Northern Irdand’. A third track followed, was by
uppliers that were dready located near Genk. Rehau, from Rehau in Germany
entered into a cooperdive agreement with Arrowv Molded Padtics of Circleville,
Ohio. Together they developed interior scuff plates, which Rehau then produced for
the Genk factory and Arrow for North American production. Findly, some European
producers moved to North America to edablish joint ventures there, as wdl as
Americans coming over to Europe.

The ever-present codt issue played an importat role in the sourcing network
of Ford. Economies of scde were an important reason to develop a world car. Ford
edimated that through the higher volumes, it was able to reduce the cost of supplies

by $150 a car. Since ®me 700,000 cars were made annudly, this saved the company
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up to $100 million a year. The following satement by Mr. Draper nedly illustrates
the cost pressure that Ford puts on its supplie's “we ae asking our suppliers to
absorb al future cost incresses resulting from more expensve labor, materids, and
overhead”. Thus these buyer-supplier rdationships were not just co-operative, but
contained dements of conflict too.

To wha extent was this sourcing network internationd? It involved manly
uppliers that produce in North America and Europe, dthough some of these suppliers
originated from Jgpen. Of the aorementioned $25 Billion, 140 Million involved
exports from Europe to North America and 260 Million exports from North America
to Europe. The North American share in the components of the European Mondeo
was somewhere around 15%. This figure used to be in the range of 1-2% for older
modds, o this was a redly remarkable change. This project dso reveded some clear
differences between supplier processes in Ford Europe and Ford North America This
cregted sious problems in the project: achieving maximum component  commondity
and qudity were made much harder. On the other hand it dso dlowed Ford to gain
ingght in the peculiarities of the two parts of its organization. These two different

practices provided the firm with a possbility for learning.

Information Technology

The Mondeo project posed two different kinds of demands on Ford's information
systems. Firg there was a need for IT to support or replace exising manud labor in
the desgn and enginesring aea This is dmply a requirement in dl modean
production, paticulaly production of automobiles. Because of the incressed
complexity of cars the everincreesng technicd demands and cost pressures dl car

makers have introduced IT in these processes. Second, Ford was looking a ways to

15



rapidy exchange data between different pats of the world and to support long-
digance communication between its employess and with its suppliers. This was
goecific to the world car project because it put demands on internationd  information
exchange that were not there in aregular European or North American project.

The globd scde of production dlowed Ford to reduce the number of times
certain operations had to be peformed. Two prime examples of IT of the fira kind of
IT application mentioned above ae dructure cdculaions and desgn improvements
Ford invested in networked computers for problemsolving in the body <ructure
design. To cdculae the optima body dructure the finite dement method is used
nowadays. Badcdly the finite dement method cdculates what happens when
pressure is put on smdl sgquares Up to 70,000 smdl sguares combine to form the
body structure of the car. In order to make such cdculations Ford had to use a large
and powerful computer. Therefore it bought a new Cray 4MP super-computer during
the Mondeo project, which was located a Ford's headquarters in Dearborn, Michigan.
This computer served both the European and U.S. versions and ran for dmost a year
to complele dl cdculdions. Obvioudy, this kind of gpplication completdy rdies on
computers like the Cray 4MP. The desgn of the car poses other problems Fitz
Mayhew, chief of North American design of Ford suggested: “An internaiondism
has taken over in dedgns and products making it much more possble to do a globd
ca”. In order to do that, Ford's engineering people had to redy on sSandardized
prograns like Computer Aided Desdgn and Computer Aided Manufacturing
(CAD/ICAM). In 1991 an internationd engineering team was inddled in the Genk
plant to prepare for the production launch of the Mondeo. This team exchanged data
and pictures with other Ford engineering centers globdly. CAD/CAM was the key

tool used to reduce development times,
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The second kind of IT goplication mentioned above does not ded with the
technicd capabiliies of computers but with the ability of 1T to support
communication proceses over longer disances and to integraie geographicaly
remote parts of the Ford organizetion and its suppliers. During the Mondeo project
Ford inddled regtime multi-dte Smultaneous enginesring and information  trandfer
as wdl as a globd emal sysem. Many up front invesments in facilities were made
by Ford to dlow for supplier involvement in product devdopment, supply and
manufacturing.  This incdluded tdecommunications and computer equipment. From  the
ealier adventures with the Escort modd, Ford had learned that red integration would
be important. To achieve such integration Ford reied more heavily than in the past on
information technology, like a complex video conferencing sysem. Prior to the
launch of Mondeo production video conferencing was dready wused in
communications between Ford's technicad centars in Dunton, U.K. and Metternich,
Germany. Laer a transatlantic link wes edablished. The video conferencing rooms
Dunton are booked up to 16 hours a day. John Oldfidd, heed of the world car
program sad about the transatlantic video link: “Without video conferencing, the
amount of traveling involved and the time differences would meke a project like
CDW27 ner impossible’. To meke the globd enginearing project vigble a worldwide
communication infresructure was needed paticulaly one tha would dlow for
aufficent communication with externd supplie's However, not everything could be
solved by long-distance communicetion. It was necessary for the project to physicaly
move people John Oldfidd, the project leader, travded back and forth across the
ocean about once a month for sSx years Throughout the project there were a
minimum of 35 Americans working in the Europeen organizetion, mosly engineers,

purchasing people and finance people. At one point the enginearing team consisted of
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some 800 people. Ford flew hundreds of technicians back and forth across the oceen.
Jugt before production darted in Genk, Ford temporaily arlifted some 150 enginears
from England and Germany to big, traler-like mobile offices outdde the Genk plant
(at an egimated cost of $4 million to $6 million). Ther god was troubleshooting and
solving production problems. However, Ford believed it was getting more for its
money than the three new modds This indudes an improved globd communicetions
network. Alex Trotman suggested in 1994 that: “But our investment is in much more
than hardware. We've been learning a new way of doing business for the long term. |
have envissged Ford with a globd organization since the late 1960s It's a naurd
evolution. Now is the right time for such a change. The tools are there — computers
and communications — and we have a strong baance sheet. If you make big changes

when times are difficult, expediency often takes precedence.”

Case analysis
1. What were the advantages of going globd with its Mondeo for Ford and what
bariers did it face to do 0?

The advantages of going globd were demondrably there. Ford saved money by
ordering larger supply quantities Furthemore it could use the same interndly
produced parts, such as submissons, for the three cars on both sdes of the Atlantic.
The case ds0 shows that Ford has druggled to find the balance between globa
integration and locd activities While the benefits of going globa agppeared obvious to
the firm's managers, Ford was undble to avoid duplicating dructures and adapting its
cars to locd demand. Locd regulation was one reason for adgpting the cars: North
America and Europe obvioudy differ in some respects Different consumer tastes aso

contributed to the adaptations. Europeans and North Americans sometimes tend to use
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ther cars in different ways For example parking space is limited in mog of the
(older) European cities and dtreets can be rather narrow. North Americans often drive
longer digances, thus prefarring cruise control. Many Europeans prefer  manud
transmissons because it fits thar driving Syle better than an automatic transmisson.

Thus some of the barriers to going globa could not be overcome by Ford.

2. Was new IT the key endbler in edablishing this globa production and supply
structure?
From the case description two arguments stand out. One is tha Ford could not have
mede the trangtion required for the world car without new means of information
technology and communication technology. Second, these new technologies helped to
overcome some of Ford's problems, but faled to remove dl of its concans. It wes
dill necessay to move around large numbers of people in order to ded with loca
production problems for example. Ford seems to have done a good job in integrating
some of the technicd functions involved in the project, paticulaly enginesring and
design. It is dso obvious tha mog, if not dl, of the sdes efforts were locdized. In
fact, most consumers may not have noticed that they were buying a world car! As far
as extend suppliers are concerned, there is not much information on the use of IT. In
higtoricd perspective it seems that what occurred a Ford during the Mondeo project
was a change of two kinds when compared with earlier experiences. Firdt, there was
information technology to dlow for communication across borders, or perhgps we
should say across oceans. Second, there was a conscious effort to have employees on
both continents communicate with one another about the man desgn but dso about

al the details involved in getting the car produced.
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3. Hasthe Mondeo become the new ‘modd T'?

Was the performance of the world car project good enough to cdl this car a new
modd T? Ford itsdf reported to be quite satisfied with the results of the world car
project. Sdes of the Mondeo modd in Europe were quite good from the beginning,
470,000 units over the firg 15 months, and it was dso chosen as the European car of
the year in 1994 right after it was launched. It must be admitted that the first remake
of the modd came rather quick though, in 1996. Table 5 provides the units sdes of

the Mondeo in Europe and its market share.

In the North American maket the sdes were reasonable too, dthough the modd
targeted a smdler segment from the beginning. In North America there were
questions surrounding the high pricing, which caused some problems in marketing the
product. Ford itsdf cited the learning effects, both interndly and towards suppliers, as
a very postive outcome. According to Mr. Parry-Jones, the vice-president who was in
charge of the only Europe-based vehicle center in the new Ford 2000 structure: Ford
“is now a lot more comfortable with the idea of working across the mgor regiond
borders between Ford and its supply bases and between the various organizationd
elements within Ford”. This implies that Ford has increased its ability to conduct such
globd projects. As auch, the compaty gopeared to be quite sisfied with the
outcomes of the projects. Although it may not have condructed a new modd T, it did
St out in anew drategic direction by becoming amore globd firm.

Externd critics of the project have centered on two issues. The firg is whether
it is redly possble to build a globd car and use globd supplies. The problem is that
while cogt savings drive the need for a globd car, there is a danger of the result being

too compromised to goped to aty spedific maket. In other words consumers in
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different countries do want specid features. Ford encountered this problem for
example with the cup holder, that is a gandard item in the U.S, but not so in Europe.
As has been mentioned before, because of locd teses and regulaions, the two
vesons only have 90% of the dements in common. Some indusry weatchers have
adso doubted whether consumers redly want a globd car. They suggested that an
excdlent car is what consumers want. Both the Honda Accord and Toyota Camry
modds have been sold across continents in roughly the same versons as well. But
this was not because they had been made with the idea of a globd car in mind, but
rather because they were built to be excdlent cars. These critics suggested that an
excdlent car can sl globdly, but a globd car cannot sdl without some form of
excellence. On a more basc level one can dso wonder whether a car that is produced
in only two regions is redly globd and whether sourcding dmost 100% from the same
two regionsisredly globa sourcing.

The second issue of criticiam concerned the development time of the car. The
sandard that was set by most Jgpanese producers is 2 to 3 years. It took Ford some 7
to 8 years to devdop the car, and even 4 years after outsde suppliers were firg
involved. The $150 savings per car that were reported earlier by sourcing in larger
quantities, were more than offset by a $200 extra invesment per car that Ford had to
meke in the ca, fdlowing an improved dandard tha Nissn introduced in the
European maket in 1991 (induding improvements in the suspenson and the engine

mounts). So the long development time cost Ford dearly.

The aftermath

Ford beyond the Mondeo introduction
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After the introduction of the firs world car, Ford decided to take the integration of
regiond organizations further. As pat of the Ford 2000 program, it announced in
1994 that the European and North American car businesses would be merged into the
divison Ford Automotive Operations The Adan and South AmericavRest of World
organizations were being left out for the time being. Since January 1, 1995, Ford was
organized dong product lines, in socdled vehicle progran centers. Of these centers,
four were based in the United States, whereas one was based in Europe. Each center
was responsble for the worldwide design, operations and sdes of a dngle product
caegory. Ford was truly trying to introduce this method of globd sourcing in dl of its
operations. A key statement of the Ford 2000 program was that Ford has ‘a preference
for suppliers with worldwide presence and resources to support globd  product
devdopment and manufacturing gSrategies. The Ford 2000 progran aso included
centrdizing key manegerid tdent. Findly, it was undear whether the organization
dong products in the program vehicde centers according to Ford 2000 would be
benefical. 1t was reported in the Fnandd Times in 1996 tha many motor industry
bosses sad "Ford has failed to take account of the risks involved in convulsve change
and will suffer as a result. Others, however, argue that hedtation today will only make
the inevitable task of redtructuring more difficult tomorrow”. Four years lder, in lae
2000, reports emerged that the Ford 2000 vehicdle program had resulted in a strong
centrdization of ectivities in North America As a result, Ford was thought to have
logt touch with its European consumer base, which caused a loss of market share. It
was suggested (Muller, Welch, Green, Wodlat and &. Piere, 2000) that the Ford
2000 program led to an ovely centrdized organization and leaving Ford without
leedership in Europe, South America and Asa As a remedy the new Ford CEO,

Jacques Nasser reingtdled executives for various regions in 1999. The srong point of
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the whole Ford 2000 operation and Nassr’s subsequent moves gppears to be that
devdopment have come down damaicdly, towards the levd of Ford's man

competitors.

TheInternet

As far as udng information technology is concerned Ford dso took mgor geps in
introducing new tools. The explosve growth of the Internet after the introduction of
the Mondeo, triggered new opportunities to improve informeation exchange between
Ford and its suppliers. Ford says that its top priorities are currently customer
satidaction and E-busness. A muchpublicized example is Covidnt, a cooperaion
dated by GM, Ford and DamlerChryder which ams to be a maketplace for the
automobile industry. Much of the daa infrastructure of Covisnt and other initiatives
is taken care of by ANX, the Auto Network Exchange. Ford participates in ANX
gnce 1998. ANX is a private, virtud network that connects magor carmakers in North
America and over 280 of ther suppliers It is used amongst othes for desgn
drawings, secure routing of product spedifications and EDI  transmissons The
advantage of ANX is tha it removes exiding proprietary connections between buyers
and suppliers and thereby improves interchangesbility. ANX is much fagter than
exiding communicaion lines reducing turnover times by 50 to 75%. This can
generdte large cogt savings, while maintaining or improving the security of data
exchange. ANX is adle to cope with a large variety of data sources. While exclusve
Intranets or Extranets induce only more connections and a larger burden of work, an
open Extranet like ANX decreases the number of eectronic links. As the number of
network members rises, so do the benefits of ANX. Ford's usage of ANX includes

CAD [/ CAM agplicaions dient saver goplictions interactive mainframe
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aoplications and TCPIP file transfer (for details e
http:/mww.anx.com/downloads/ford.pdf). ANX and its members have been pursuing
expanson outsde of North America As Joe Boyd, tdecommunications andys of
Ford in Dearborn sad: “Theres the issue of internationd suppliers needing to get
access to gpplications on sarvers back here in North America, where we need the
flexibility to support ones on other continents. An internationa ANX would be very

dedrableto us'.

Conclusion
To what extent is Ford's experience in trying to achieve globd integration by using
information technology applicdble for other firms and indudtries? It appears that dl
firms that internationdize their operdtions a one time or the other are confronted with
conflicing demands When McDondds the icon of globd capitdism,
internationdlized its operations it soon found out that it was usudly necessary to adapt
its menu to locad demand. Furthermore some countries had regulation that prohibited
some of the practices the firm developed in the United States. The benefits of globa
integration ae often taken for granted by intenaiondizing firms or indudry
observers. However, there is no such thing as a uniform process of globdization. One
may suggest that only 10% of the Europeen Ford Mondeo was different from the
North American Ford Contour and Mercury Mystique. However, precisaly this 10%
rasd the cogt levd of the car to $ hillion and ddayed its introduction in North
Ameica (Smith, 1994). Even in the Internet age the location paradox sketched out at
the beginning survives

As for Ford itsdf it may wdl be conduded that the Mondeo / Mystique /

Contour a turning point in its higory. The world car has fundamentdly dtered Ford's
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goproach to building cars, which used to be two different gpproaches, depending on
where the car was built. The world car induced an organizationd change, in the Ford
2000 program, amed a globdization. While it is not sad thet the outcomes of this
program ae pogdtive, it is an important Sep in redefining the car industry. Mondeo
may not be a new modd T. Then again: will there ever again be a car tha bears the
dgnificance for mankind that this one modd did, with its 15 million units of sdes?
Perhgps we should forget about the capitd T and Smply refer to Mondeo as Ford's

‘new modd t'.
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Appendix

Pressuresfor global integration

Pressuresfor local responsiveness

Multinational customers are important Customer needs differ
Multinationa competitors are present Didribution ~ chands  vay  aooss
countries

Investment intengity is high

Subdtitutes avalable and product must be
adapted

Technology intengity ishigh Locd competitors important in  market
dructure
Thereisahigh need for cost reduction Multiple host government demands

Universa market needs

Access to raw materids and energy is

limited

Table 1. the advantages of globd integration and locd responsveness (adgpted from

Prahdad & Doz, 1987: 18-21).

1975 1980 1985 1990 1995 1999
Sales North America 3,072 2457 3,237 3,284 3,993 4,787
(thousands of units)
Salesrest of world 1,618 1,969 2,397 2,588 2613 2433
(thousands of units)
Total sales 24,009| 37,086 52,774| 97,650 | 110,496 | 162,558
(millions of US $)
Net income 323 | -1543 2,515 99 4139 7,237
(millions of US $)
Total employees 416,120 426,735 369,300 | 370,400 | 346,990 | 364,550
(numbers)
U.S. Employees 203,691 | 189,917 172,200| 180,900 | 185,960 | 173,064
(numbers)

Table 22 key daa for Ford Motor Company, 1975-1999. Source Ford Motor
Company, annud reports 1975, 1980, 1985, 1990, 1995 and 1999. Pes= note tha
accounting changes may have occurred over this period. Laer years incude more
revenues and income from sarvices A net loss is ggnified by - (1980 only). Ford is
currently divided in two sectors automotive and (financid) services. In services key
brand names are Hertz and Kwikfit. In automative Ford owns not only the Ford brand,
but dso VVolvo. Mazda, Lincoln, Land Rover, Jaguar, Ason Martin and Mercury.

U.S. Canada Germany | U.K. Europe World
1985 19.0% 17.0% 10.9% 26.6% 8.3 13.7%
1995 25.6% 11.9% 13.3%
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Table 3: Ford market share between start of development of Mondeo and right after

its launch. Source: Ford Motor Company, annud reports 1985, 1995. Please note that

for 1985 Europe indudes dl European markets other than Germany and the United
Kingdom. For 1995 its refers to Europe as awhole, induding Germany and UK.

Year Event

Outcome

1960 | Firg atempt to build aworld car
1981 | Second atempt, Ford Escort

1986 | Third attempt is Started
1989 | Supplier involvement garts

1993 | Production and sdesin Europe

1994 | Production and sdesin U.S.

1995 | Ford 2000 program

1999 | Ford 2000 program fails

Table 4: short summary of events and their outcome

American verson is never produced

Two versons differ completdy
One U.S.-European enginegiing team
Many components developed together

European and U.S. operationsintegrated

Regiond executives re-gppointed

1993 1994 1995 1996 1997 1998 1999
317,765 380,083 353,769 323,727 331,003 317,843 231,943
10.1% 13.3% 13.0% 11.3% 10.8% 9.7% 7.4%

Table 5: number of units sold by the origind Mondeo modd and its European market
sharein the medium-szed car segment.
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