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Ford motor company one of the biggest auto-making multinationals in the
world has made a tremendously successful entry into the Chinese market. In
Nov 2006, it announced its accelerated plan in China and a strong yearly

performance in 2006 at a growth rate of 100. 8 per cent.

The origin of Ford’s presence in China can be traced to 1913 when Henry
Ford sold his famous Model- T * s in Shanghai. Today Ford is back in China in

a big way.

Ford sells two car models Fiesta and Mondeo through its two Chinese joint
ventures-Changan Ford Mazda (CFMA) Automobile Limited that has two units
in-Chonging and Nanjing-. And the Jiangling motor co Limited (JMC) in which
Ford holds 30% shares. Ford motors (China) also imports some of its other
brands for sale in China including Land Rover, Mazda, Jaguar and Volvo. It

operates through over 150 dealerships all over China.

In April 2006, Ford pledged to increase its exports of Sports Utility Vehicles
from the U. S. A to meet the increasing demand of the Chinese market. In
2005, Chinese customers purchased Ford SUV” s at a growth rate of 50%
over the previous year. Maverick and Lincoln are its best selling brands. The
other profitable segment is its locally produced car brands-Fiesta, Focus and
Mondeo, which have captured the imagination of the Chinese passenger

vehicle market.

Mondeo was named ‘ 2005 car of the year China,” by motor magazine Motor
Trend. Ford passenger vehicle sales both imported and locally produced
touched record 64, 223 units, an increase of 40% over 2004. Commercial

trucks, which are made along with partner Jiangling Motor Co., sold a record
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48% over previous year sales. The positive sales trend continued in 2006

with Ford brand sales touching average of 10, 000 units a month.

In May 2006, Changan Ford Mazda Automobile co. Ltd. Ford’s joint venture
celebrated its fifth anniversary. At the Chonqging plant, which has grown, ten
fold from its initial capacity of 20, 000 units. The partnership initially
between Ford and Changan motors has also grown to include Hiroshima
based Mazda motors Itd. Hence the company had expanded its name to

Changan Ford Mazda Automobile co Itd.

China is emerging as the fastest growing market in the world. It is expected
that demand for automobiles will skyrocket to 3 million in 2007. This year,
China is set to be the world’ third largest vehicle market after U. S. and
Japan. Currently China has 20 million vehicles, which is 4 vehicles for every

1000 people. Hence the huge potential for growth in the future.

The Changan Ford Mazda partnership is set to expand with the setting up of
a new facility in Nanjiang in 2008. Together with the old company, the total
capacity of the joint venture will then be 360, 000 units. In 2006, Changan
Ford was one of the fastest growing car companies in China exceeding a
growth rate of 100. 8%. At Auto China 2006, Ford unveiled the Ford S-Max
which is the first model to introduce Kinetic design to auto enthusiasts in
China. Earlier it was voted Car of the Year by 58 of leading motoring
journalists across 22 European countries. The S-Max will roll out from The

Changan Ford stable in 2007.

The outstanding performance of Ford Company’s business growth in China is
attributed to its ‘ enterprise approach’. This means that they are leveraging
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their strengths and best practices among their multiple partners, brands,

skill bases and locations. In 2005, Ford Motor Company’s affiliated brands-
Ford, Lincoln, Mazda, Volvo, Land rover and Jaguar sold over 220, 000 units

in China accounting for 4 percent of total car sales.

The company is making use of scientific resources of its host country. It set
up the Ford Research and engineering center in Nanjing. It will support
product development plans of the company worldwide. It represents another
major milestone for Ford’s presence in China. It leverages Ford’s global
expertise in research and engineering in addition to gaining from and
building up China’s local talent. It will work with technical development
centers at Ford Motors’s joint ventures in China to support product

development and procurement.

Ford is also expanding its dealer network at the speed of one dealer a week
expected to build around 200 dealers by end of 2006. The new dealers are
being supported by Ford Automotive Finance Limited (FAFL), china arm of
Ford Credit which started operations in China in July 2005. till end of 2006,
FAFL granted credit to the tune of $100 million to over 60 dealers across

China.

China’s rapid development has seen the emergence of a serious problem of
pollution. Vehicle emission is the number one culprit. Studies show that
emissions from Chinese automobiles cause 20 times the pollution than
counterparts in U. S. and Europe. There are a number of poisonous emissions
from the tailpipes of vehicles. The result is that China is the second biggest

producer of greenhouse gases in the world after the U. S. It also means
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booming health costs for the Chinese economy. These developments require
cooperative efforts between the Chinese governmental and the automobile
industry to tackle the problem of environmental degradation. Chonqing
where Ford has a factory and is a typical Chinese city faces the three

problems- traffic congestion, road safety and pollution

Ford’s venture into China has seen the transference of his lean production
techniques being transferred to Chinese economy via the route of foreign
direct investment in its two partnerships in Changan and Jiangling motor
companies. Ford’s model of success contains elements such as constant
increase in quality, great increase in pay to the workers, repeated reduction
in cost to the customer(wikipedia). These practices cause a domino effect of

multiplication of production (hundred fold in 10 years) and

Enormous increase in profits to the manufacturer. Ford China’s tremendous
growth rate is a clear example of the success of lean production techniques

of Henry Ford.

For instance Ford has recently adopted ‘ Way forward plan’ to re- energize its
global supply chain into a leaner team of manufacturing material providers.
This means it will cut suppliers from 2500 to 1000 in an effort to cut supply
costs. The plan has some painful plant and job cuts. A part of the Way
forward plan is the Aligned Business framework supply chain framework. It
will cut the number of global suppliers but will reward those who remain with
long-term deals. It’'s an environment in which innovative ideas can emerge,

incubate and be applied in the business.
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With regard to employees, in May 2003, Ford Motor company announced the
‘ Ford’s code of Basic working conditions’ a part of its contribution to
corporate citizenship. The aim is to make Ford a leader in Human Rights
practices. The conditions as practiced for example in Chongqing factory
imply that they do not use child labor, forced labor, they have freedom of
association, prohibition of harassment and discrimination, strict health and
safety measures, and good salary (the lowest basic salary was higher than
the average salary of the Chongqing area). An open line of communication
from top to bottom and vice versa was also set in place. Working hours were
moderate and fixed in the contract so that overtime was adequately paid for.
Benefits like social and medical insurance were also provided. Ten statutary
paid holidays and 5-15 days annual leave were allowed. A number of

employee welfare programs were also started.
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