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ADVANCE ARTICLE:

The Purchasing Manager’s View: Central European Supply Base

Opel’s Czech & Slovak Purchasing Manager Josef Dolezal Assesses Supply Base
“What are the biggest problems faced by local suppliers and what is GM/Opel doing the improve the supply base?”

Dolezal:  Privatization is not fully complete, there’s a lack of financing, inexperienced management, modern production and quality systems are not implemented, and companies are not known to carmakers.  In order to improve the supply base, GM/Opel is focusing on the selection process (lean manufacturing and quality) and cooperation in the pre-production phase (e.g. training and know-how systems transfer).

“Are local suppliers developing as fast as you expected?”

Dolezal:  Daughters of Western companies, yes.  Local companies after privatization, mainly yes.  Local companies before privatization, no.

“How long will it take before local suppliers can provide the kind of research and development services demanded by GM/Opel?”

Dolezal:  [When speaking about] daughter companies, they don’t have research and development services in the Czech and Slovak Republics and there is no intention to create it here -- the mother company prefers to have one central institution for research and development in Western Europe.

Approximately 20% of local companies have good research and development facilities already, the next 20% [of companies] will be OK in 5 years, and the rest won’t be able to meet GM/Opel requirements and must produce the existing developed parts.

“What will the Czech and Slovak supply base look like in 5 years?  Will there be any small companies left, or will they have all merged with larger Western companies?”

Dolezal:  The tendency is that Western mother companies are establishing more and more daughter companies in Central Europe.  I estimate that 80% of suppliers will be in this “daughters” category in 5 years.

“What is your estimate of how long the price advantage for parts production will last in Central Europe?”

Dolezal:  For at least 10 years the price will be cheaper due to the labor rate, but prices are also affected by material.  The price can be influenced as follows:

· Local companies:  cheap labor (+), more expensive material (-), independent price policy (+)

· Daughter companies:  cheap labor (+), cheaper material due to “mass” purchasing of raw materials (+), price policy must follow that of the mother company (-) (thus, sometimes the Czech or Slovak daughter is not competitive)

“Will GM/Opel purchase supplies from Czech and Slovak suppliers for its mini world car when production starts in Poland?”

Dolezal:  Yes, the localization of deliveries not only from the Czech and Slovak Republics, but from the whole Central Europe region will be very important for the Opel plant in Gliwice.

“Are you comfortable doing business with Slovak suppliers considering the political instability there?  Have you had difficulty encouraging your existing Western suppliers to work with Slovak suppliers?”

Dolezal:  It seems to me that Western companies hesitate to enter the Slovak industry more due to the existing structure and status than due to the political instability -- factories are either too huge (with a military program in the past) or too small, less skilled workers, lack of experienced managers, and an inconvenient transport infrastructure. 

Nevertheless, there are some Western automotive suppliers that have already “broken into” the Slovak industry, such as Sachs, Leoni Drahtwerke, Magna, MIBA, Siemens, Kuester, Contitech, and Inalfa.

“How has the role of purchasing managers changed in the past few years?”

Dolezal:  Suppliers are more international and the mother companies frequently transfer production between countries.  Thus, purchasing staff must think more globally than locally.  Price now belongs to the “core” criteria.  There’s a concentrated focus on supplier quality and supplier development.  Worldwide quality certification is a basis for supplier production and quality assessment.
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