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The automobile sector is often presented as the archetypal global industry. In this view, 
the car business is one of the main drivers behind the homogenization of the world, both 
because of firms' internationalization strategies (mergers-acquisitions, establishment of 
facilities in emerging countries, world cars, international division of labour, and so on) 
and also as a result of the social practices such firms enact via their organization of 
work and at the lifestyle (automobile civilisation) level. 

The present chapter is an attempt to deconstruct a representation that neglects, as we 
have seen in the previous chapters, the heterogeneity of firms and spaces; the great di-
versity of the strategies being pursued; and the inherent contradictions of the competi-
tive process. We will use and test the analytical approach of productive and geographi-
cal trajectories of car industry firms, that we have elaborated from the first and second 
international programs of GERPISA (Boyer and Freyssenet, 2000 b, 2002: Freyssenet 
and Lung, 2000).1  

 
 

Growth modes, profit strategies and productive models 
 

An analysis of carmakers' trajectories and performances over the course of the 20th cen-
tury has allowed us to renew our understanding of the two essential conditions that are a 
prerequisite for profitability. The first is the relevancy of the "profit strategy" to the 
"growth mode" that typifies the countries in which the firm is deploying its activities. 
The second is the "company government compromise" that exists between a firm's prin-
cipal protagonists, a meeting of the minds that enables players to implement means that 

                                                 
1 The present paper draws from the findings of the GERPISA’s first and second research programmes 
(Boyer and Freyssenet, 2000 b, 2002; Freyssenet and Lung, 2000), both of which were co-directed by 
Michel Freyssenet, working together with Robert Boyer and Yannick Lung, respectively. The authors 
have benefited greatly from the discussions that have taken place within the GERPISA international net-
work, but accept full responsibility for any errors that may have persisted in the present text. 
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are coherent with the profit strategy being pursued - in other words, to invent or adopt a 
"productive model" (Freyssenet et al., 1998, Boyer and Freyssenet, 2000 b, 2002). 

Profit strategies are combinations of profit sources in compatible proportions. Basi-
cally there are six sources of profit: economies of scale, diverse offerings, quality, 
innovation, productive flexibility and permanent cost reduction. Until now, there have 
been no examples of firms exploiting all of these profit sources simultaneously and with 
the same level of intensity. This is due to the contradictory nature of the sources’ pre-
conditions and means of implementation. For this reason, firms must choose amongst 
possible combinations of profit sources, unless they can invent ways of overcoming 
contradictions as General Motors was able to do during the Inter-War period when it 
created compatibility between volume and diversity. Today five different profit strate-
gies can be observed in the automobile sector. They are called "volume", "volume and 
diversity", "quality", "permanent cost reduction", and "innovation and flexibility". 

Profit strategies do not all possess the same degree of relevancy in time and in space. 
Their appropriateness depends on the market and labour factor structures that character-
ize the different national modes of growth. These growth modes are not infinite in num-
ber and several countries may at any point in time be applying the same one (Boyer and 
Saillard, 1995, 2001). They are divided into three main categories: growth modes with a 
national income distribution that is "nationally co-ordinated and moderately hierar-
chised"; growth modes with a "competitive" type of distribution; and growth modes 
with an "inegalitarian" type of distribution. These categories are subsequently subdi-
vided according to the main driver of the growth: investment, consumption or export. 
The success of an internationalization policy is therefore predicated first and foremost 
on the relevancy of the firm's profit strategy to the growth mode(s) of the new countries 
which it is entering (Boyer and Freyssenet, 1999; Freyssenet and Lung, 2000). 

Profit strategies cannot be implemented with just any available means. Each has cer-
tain requirements that the firm's players must satisfy through a product policy, produc-
tive organization and employment relationship that are coherent and acceptable to them. 
The creation of an acceptable type of coherency between these various means infers the 
building of a "company government compromise" between the firm’s main players (ex-
ecutives, shareholders, banks, employees, labour unions, suppliers, and so on). The 
means used to implement one and the same profit strategy can therefore differ from one 
another if this is needed to satisfy the aforementioned requirements. As such, the firm's 
protagonists do possess some room to manoeuvre during the development of their own 
compromise. In case of an internationalized company, it is possible to have a variety of 
compromises, depending on the host country. Nevertheless, the firm’s subsidiaries must 
each be in control and in charge of their own production systems and markets. This is 
not the case when they are part of one and the same regional or global industrial com-
plex and deliver their output to markets that change depending on the current economic 
situation. 

 
 

The liberalization of capital international movements and the deregulation of labor 
market 

 
The two main changes at the turning point of the 90s were the liberalization of capital 
international movements and the deregulation of labor market in some countries. The 
liberalization of capital movments was one of the key elements of the american eco-
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nomic growth during the 90s. It was the origin of the destabilization of the previously 
most performant countries (Japan, Germany and Sweden) and of the temporary impetu-
ous increase of the so-called emerging countries. The american economic growth en-
abled the american carmakers to become again profitable. The desatbilizing of the coun-
tries characterized by a “co-ordinated and export-oriented” growth mode (Japan, Ger-
many and Sweden) made their automobile firms less competitive. The impetuous in-
crease of emerging countries created the hope of a new development of world car mar-
ket. The free movment of capitals engendered also two speculative bubbles: the first 
concerning precisely the emerging countries, the second the so-called "new economy", 
mainly in USA. The bursting of the bubbles of the emerging countries in 1997, of the 
new economy in 2001, stopped the world growth and revealed the weakness of some 
Korean, Japanese and European carmakers. This situation caused a new wave of merg-
ers and alliances in the car industry. 

With the deregulation of labor market, the second main changes above mentionned, 
the national income distribution became more "competitive". But this type of distribu-
tion was not developped at the same degree and the same enlargement in all countries of 
the Triad. “Competitive” distributions of income, through the economic and social dis-
parities that they engendered, also gave birth to a second automobile market for pickup 
trucks, minivans, recreational vehicles and other conceptually innovative means of 
transport. This second market has become just as large as the market for saloon cars in 
USA. 

It is in this context that commenced the rearrangement of a world space that had been 
split up into several tendencies: the generalisation of trade liberalisation; the constitu-
tion of regional spaces; and the reaffirmation or affirmation of nations, whether “emerg-
ing” or not. None of the scenarios of global space reshaping will be exclusive of the 
others, except through an accident of history. In order to avoid economic and political 
instability, generalized free trade presupposes worldwide rules and means to make them 
respected. However, it could be thought that these rules would require many years be-
fore being part of a sufficient and satisfactory agreement for all parties. Neither are 
there enough countries who are powerful enough to impose them on others in a foresee-
able future. This is why the countries who already maintain major trade exchanges seek 
(mainly or by default) to make up free trade zones, the rules of which being less diffi-
cult to work out and the immediate benefits easier to spread to a limited territorial scale. 
In this case either a satellitization of emerging countries by powerful industrialized 
countries, as is already the case in NAFTA, or accords between emerging countries who 
dispose of certain autonomy will be seen, as the Mercosur countries are attempting to 
do. These free trade zones will either be steps to worldwide free trade, or if the latter is 
revealed to be utopian or impossible, towards the formation of regional economic and 
political poles. The scenario of a multi-polar world made up of countries grouped to-
gether according to region whose economic growth would once again be self-centered 
and regulated would also only be possible partially in the best of cases. The formation 
of such political and economic poles is a long and winding path with many potholes, as 
the experience of European Union construction has shown. In a medium term, one or 
two of these poles are possible.  

In the end the preceding trends will not stop the fact that independent nations last and 
expand either because they make up regions by themselves, or continents through the 
size of their population and natural resources; or because of their very independence 
they fill the role in the international economic system that other countries do not wish to 
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see disappear. In these conditions, what are the chances for different profit strategies 
possible for automobile firms? 
A utopian globalization at the core volume strategy 

 
The "volume" strategy emphazises a single source of profit: economies of scale, that is, 
mass production for as long as possible in constantly growing markets, with a reduced 
number of models that are specific to each major market segment. It can only be dura-
bly relevant under two conditions: the market must be in an extension mode (either be-
cause it is in an initial equipment phase or else because it is homogenizing) and com-
prised of two or three homogenous segments; or the labour factor must be copious and 
capable of being mobilised for repetitive production.  

These conditions presuppose a growth mode that is consumption-based as well as a 
type of income distribution that is either nationally co-ordinated and highly egalitarian 
or else clearly stratified into two or three stable and numerically equivalent sections. As 
one can see, these conditions are very restrictive. No growth mode that has ever been 
seen in a capitalist economy has ever durably satisfied them. For these reasons, up until 
now the volume strategy has only been profitable during relatively short-lived initial 
automobile equipment phases, that is before the demand has diversified. This was the 
case for Henry Ford with the Model T during the the 10s, and for Volkswagen with the 
Beetle (Jürgens, 1998). 

The policy of world cars, one per major market sector, each having its own platform, 
would regain pertinence in a world where the parties are converging toward the same 
forms of competition and the same mode of income redistribution. This being improb-
able as seen above, does it necessarily mean that it is totally unthinkable? It can be vi-
able under two conditions. The first is sufficient freedom of exchanges between main 
countries so that customs duties and exchange rate variations do not prevent worldwide 
concentration and specialization of production sites, an essential element of a strategy 
for economies of scale. The second is that a fraction of the customers on the main mar-
kets privileges low sales prices and only average quality.  

Last to do it, Volkswagen renounced the "volume" strategy just before 1974. From 
the mid 1980s Ford tried again with its world cars policy, but unsuccessfully. During 
the 90s, the Korean carmakers' seemed at the contrary to succeed with one or two entry-
level vehicles to target both emerging and industrialized countries. But their running 
into debts and the asiatic crisis obliged them to accept their takeover by other automo-
bile firms: Samsung by Renault, Hyundaï by DaimlerChrysler, Daewoo by GM (Freyss-
enet, Shimizu and Volpato, 2002).  

 
 

The "volume and diversity" strategy:  a global commonalization of platforms  
and a regional differenciation of models, under certain conditions 

 
As GM, Ford, Nissan (Freyssenet, Shimizu and Volpato, 2002) three European automo-
bile firms (Volkswagen, PSA, Fiat) are pursuing the profit strategy we called "volume 
and diversity". Since 1974, only one has succeeded to build a "productive model" to 
implement durably this strategy in  a profitable way: Volkswagen. More recently, PSA 
succeed choosing the same way. Internationalization and commonalization are the two 
indispensable conditions for the volume and diversity strategy, when the market in-
crease sligtly. But the internationalization can concern only the countries where the 



5 
 

 

Freyssenet M. Shimizu K., Volpato G., Conclusion: Regionalization of the European Automobile 
Industry, More Than Globalization, in Freyssenet M., Shimizu K., Volpato G. (eds), Globalization or 
Regionalization of European Car Industry?, London, New York, Palgrave-Macmillan, 2003, pp 209-
230. Digital publishing, freyssenet.com, 2007, 400 Ko, ISSN 7116-0941 

commonalization is commercially acceptable. The current change of the structure of 
several markets limits this acceptability.  

 
Characteristics, conditions and  requirements 

 
This strategy combines two sources of profits that would at first glimpse appear to be 
contradictory - volume and diversity. What General Motors invented during the Inter-
War period was a way of overcoming this contradiction by designing different marques' 
car models on the basis of a single platform (at the time, the chassis) and by setting up a 
productive organization and employment relationship that made it possible to manage 
ostensible diversity (body, internal fittings and equipment) in an economic manner. 
During the 40s GM achieved to elaborate a productive model, the Sloanian model, that 
became for many managers the "one best way" until the 70s. The volume and diversity 
strategy thus precludes specific models as well as models that are conceptually innova-
tive and which are not compatible with many parts being commonalized with models 
from the traditional product range. 

This requires a growing and moderately hierarchised market as well as a copious, 
polyvalent and promotable workforce. In actual fact, if the potential clienteles are to 
accept this superficial differentiation and deep-seated commonalization, there cannot be 
any excessive economic and social differentiation between the various social categories, 
and social and professional mobility must have attained a certain level. Growth modes 
that feature a national income distribution which is "nationally co-ordinated and moder-
ately hierarchised" are the ones that best fulfil such conditions. This is why a volume 
and diversity strategy was the most pervasive (albeit not the only) strategy during the 
post-war boom years. It ran into difficulties when the market entered into a product re-
newal phase in the countries where firms were pursuing this strategy. The indispensable 
economies of scale could no longer be obtained thanks to an extension of the market. 

However, they could be achieved by penetrating those markets that found themselves 
in an initial equipment phase, or else thanks to mergers and alliances with other firms. 
Still, certain pre-conditions had to be fulfilled for this to occur. Internationalization, for 
example, had to involve moving into countries that possessed the same types of growth 
mode, and designing local models that shared the same platforms, as those that could be 
found in the country of origin. The “volume and diversity” strategy would thus be fully 
pertinent in the framework of a world where car owners would globally have basically 
common expectations and would only differentiate regionally on secondary aspects. 
Mergers and alliances had to quickly lead to a commonalization of the relevant mar-
ques’ platforms. Carmakers who had developed a volume and diversity strategy during 
the post-war boom years, found it difficult to make this change (Freyssenet, Mair, Shi-
mizu and Volpato, 1998). 

Lastcomer in the group of carmakers pursuing the "volume and diversity" strategy, 
Volkswagen is the only one taht succeeded in finding a profitable way to implement it 
durably after 1974 and to implement the Sloanian model under these new conditions. 
But this carmaker achieved that only in Europe. More recently PSA went on the same 
way. As GM, Ford, and Nissan, Fiat at the contrary failed in the rebuilding a new firm 
governance compromise required to implement the volume and diversity strategy in a 
coherent manner. In the 90s, these firms tried unsuccessfully to commonalize their plat-
forms at aglobal level and to differentiate them at a regional level.  
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Volkswagen, external growth and european commonalization 

 
Volkswagen resolutely and immediately commonalized the platforms used for the car 
models being made by the marques (Audi, Seat and Skoda) that it successively acquired 
in Europe (Jurgens, 1998). The four generalist marques (Audi, Seat, Skoda, Volks-
wagen) have built up model ranges with shared platforms. To achieve this, each marque 
has been associated with a specific brand image and broadened its individual range: 
Audi has moved downscale towards the A2 small car market, whereas, inversely, the 
Volkswagen marque will soon be marketing a deluxe model. These ranges are being 
completed by niche vehicles that have been developed on high-volume platforms: the 
New Beetle, the Audi TT (Pries, chapter 3).  

It emphazised job preservation and reduced working times instead of wage increases. 
By so doing, and due to the appropriateness of the choices it made, Volkswagen’s em-
ployees could have the best of both worlds. This success was largely facilited by the 
export-oriented growth mode of FRG. Wages were long linked to external competitive-
ness rather than to internal productivity. By combining economies of scale with a prod-
uct variety that has been adapted to the specific offering that is to be made, this strategy 
would appear to be highly coherent. We can however discuss the various ways in which 
it could go wrong, as well as its limitations. 

The volume and diversity strategy became less relevant when national income distri-
bution began to operate according to modalities that were more competitive in nature, 
which is to say, more individualised, based on "merit", with a local and category-
specific balance of power and an emphasis on financial opportunism. However, the 
growing demand for distinctive products rendered the product policy less commercially 
palatable. Internationalization and/or mergers/alliances became all the more essential in 
capturing this moderately hierarchised demand wherever it could be found (Boyer and 
Freyssenet, 2000 a). But since the end of nineties, VW also seems want to make all 
types of vehicles, specially top-of-the-range and deluxe cars. For that VW bought pres-
tigiuos marques: Lamborghini, Bentley, Bugatti. As we will see in the next section, it 
isn't sure that this choice is relevant for a firm pursuing the volume and diversity strat-
egy.  

Past implementations of a volume and a variety strategy shows also that there is a 
permanent risk of cannibalism between marques, due to an excessive coverage of mar-
kets, and to an insufficient differentiation of products. In addition, a solution that con-
sists of compiling a local offering that reflects a product portfolio that a firm has already 
developed elsewhere may ultimately turn out to be poorly adapted to the needs of a par-
ticular local market. The absence of a light truck market in North America is a long-
standing weakness - and there is no guarantee that people will want to continue for 
much longer marketing standardised vehicles to the emerging markets.  

The Brazilian example also contains significant lessons: in this country, VW was un-
able to benefit from an automobile policy which was aimed at encouraging the devel-
opment of “carros populares”, that is, popular cars (Norberto, 2000) – the vehicles with 
motors of less than one litre that had caused the explosion of the Brazilian market dur-
ing the 1990s. This inability to adapt explains the decline in VW's market share and 
profitability in Brazil (Jetin, chapter 2). This market’s specificity ultimately convinced 
Volkswagen to preserve a specifically Brazilian model. VW's success in China and in 
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South America is based also on models that were adapted to each of these markets: the 
VW Santana and the VW Golf. 

 
PSA, internal growth and punctual cooperation 

 
After difficulties during fifteen years, Peugeot succeeded to obtain from Citroën, its 
subsidiairy, the use of the same platforms (Loubet, chapter 7). Now PSA is implement-
ing systematically  the volume and diversity product strategy. After the painful experi-
ence of the absorbing of Citroën and Chrysler-Europe, it is also convinced that the in-
ternal growth and punctual cooperations with others carmakers is the cautious way to 
develop economies of scale and scope. PSA has signed a number of ad hoc co-operative 
arrangements: with Fiat for the production of passenger vans that are aimed at the upper 
market segments; with Toyota for the production of a small car; and with Renault and 
Ford for engine production. PSA is now one of the best profitable automobile produc-
ers. For the moment, its european centered policy is more a strenght than a weakness. 

 
Fiat:  emerging markets were not enough 

 
Fiat has long been the most nationally-oriented of all the European carmakers, having 
broadened its brand portfolio on its domestic market (Fiat, Alfa Romeo, Lancia, Ma-
serati, Ferrari) without setting up operations in the European Union’s other countries  
(except for a brief experience in Spain, following an association with Seat). However, 
there have long been links with countries now deemed to be “emerging”: the USSR, 
Turkey, Yugoslavia, Brazil (Camuffo and Volpato, 1998).  

At the beginning of nineties, Fiat thought to find durably new volumes in the emerg-
ing market. As a result, Fiat has designed a specific model that targets these new mar-
kets: the Fiat 178, which is still at the project stage (Volpato, chapter 6). This product 
offers good value for money, and will in all likelihood be able to conquer the first time 
buyers’ market in the emerging countries. The production of this vehicle (known as the 
Palio) has been organized according to a division of labour between the main protago-
nists (Turkey, Brazil, Poland and Morocco) in a components (that is, body parts) trade 
that has become widespread, and which feeds assembly and kitting plants that are 
spread around the planet to the tune of 700,000 to 900,000 units per annum. The Palio 
model and its variants are to replace Fiat models which had been mainly targeted at the 
European market (the Italian carmaker being almost entirely absent from North America 
and Japan). Without a doubt, Fiat has scored a few points, what with its adaptation to 
the emerging countries, and more specifically as a result of the multiple successes it has 
known: with the Palio; with its small city cars (the Cinquecento, to be followed by the 
Seicento, automobiles that are being assembled in Poland and partially re-imported back 
into the rest of Europe); and with the breakthrough of the Uno in Brazil where, unlike 
VW, Fiat has been able to take advantage of the “popular car” policy. 

However, this focus on penetrating the emerging markets, where high levels of mar-
ket volatility have added to firms' vulnerability, has been offset by a slump in Fiat's for-
tunes on its domestic market, and more generally, throughout Europe. Here, the Italian 
firm has lost a great deal of market share as a result of its ageing product range (this 
despite the major efforts that it has made to increase its process’s competitiveness). 
Fiat's alliance with GM, which effectively paves the way for a takeover of the Italian 
firm by the American giant, sanctions to the certain extent a kind of failure - but it also 
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opens new directions. Opel and Fiat have the same range of products, and they can 
commonalize theirs platforms. The history isn't finished. 
 
The dilemma for the "volume and diversity" firms 

 
The introduction of "competitive" modalities of national income distribution as gener-
ated a second market. Fiat, PSA and Volkswagen unsurprisingly copied (as per the ten-
ets of the “volume and diversity” strategy they still pursue) the conceptually innovative 
models that Renault launched once they felt secure that these models would be a dura-
ble success. Ford, GM and Nissan copied also the innovative models of the firms pursu-
ing ht "innovation and flexibility" strategy in their regional area: Honda and Chrysler 
(Freyssenet, Shimizu and Volpato, 2002).  

But the “volume and diversity” carmakers are still faced with a dilemma. The models 
they have copied have become mundane, and will no longer offer the same sorts of 
profit margins in the future. Moreover, such models do not create economies of scale 
that are significant enough to compensate for the fact that their profit margins are lower 
than is usual with a novelty product – a consequence of firms’ difficulty in commonaliz-
ing their platforms with the platforms of traditionally hierarchised cars. 

Is it now the turn of the “volume and diversity” carmakers to take up the gauntlet of 
conceptual innovation, so as to benefit from the considerable rent it offers for a while? 
Some of these manufacturers seem to be interested in this possibility, and have been 
allocating the task to one of their marques. It remains that since the birth of the automo-
bile industry, no one has ever succeeded in carrying out two different profit strategies 
for a significant period of time. The requirements are far too contradictory. 

Still we should envisage the possibility that the current coexistence between the 
“competitive and decentralised” distribution of income that tends to dominate in the 
private sector and the “co-ordinated and moderately hierarchised” distribution that is 
mainly preserved in the State sector might last. Are carmakers now facing the challenge 
of having to create compatibility between sources of profit that would on the surface 
appear to be incompatible (that is, “volume and diversity” vs. “innovation and flexibil-
ity”)? Has the time come for a major new strategic invention? Is it possible that modular 
vehicle design will enable economies of scale whilst allowing for the design of new 
vehicle types involving varying combinations of basic modules? The other path is to 
auto-center the growth of regional zone and to develop again a general "coordinated and 
moderatly hierarchised" income distribution.  

 
 

The "quality" profit strategy: a national-based production and a globalized distri-
bution 

 
During a long time, one of the important characteristics of european car industry was 
the presence of independant top-of-the-range and luxury carmakers, called “specialist” 
manufacturers as opposed to “generalist” manufacturers who target a wider market. 
Their profit strategy was the "quality" strategy. They were located only in the country of 
origin and they exported a large part of their cars. Since the end of nineties, many of 
them paradoxally decided to be integrated into large automobile groups, when the inter-
national market of top-of-the-range dramatically increased.. 
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Characteristics, conditions  and requirements 

 
Here the word quality means not only reliability and finishing, but also and above all 
the social distinctiveness that the product’s style, utilisation of certain materials, empha-
sis on finishing and marque-related prestige offers in the opinion of a privileged clien-
tele that looks for such factors and which is in a position to pay for them. This strategy 
induces those firms that have adopted it to specialize in the top-of-the-range, or in re-
cent times in the upper part of each market segment. Earnings basically stem from the 
profit margins that the product and the top-of-the-range customers allow for - the high 
price also acting as a means of distinction and social tiering, above and beyond any ma-
terial justification. 

A quality strategy is the one that features the greatest relevancy in time and in space. 
There are very few societies in which a small well-off section of the population is not 
ready to pay a high price to possess those products that can symbolise their economic 
and social position. For this reason, the top-of-the-range market has from the very outset 
been international in nature, and the specialist carmakers the most commercially inter-
nationalized during a long time (Köhler, Chapter 4; Eckardt and Klemm, Chapter 8, 
Chabaud and Parthenay, Chapter 9).  

Futhermore, a “quality” strategy infers the availability of a workforce that is for the 
most part highly skilled (and which is reputed as such). Certain aspects of quality can in 
fact only be obtained by using the services of traditional professional workers (or in-
versely, of technicians and even engineers who are graduates of the top universities) to 
manufacture parts in small series on highly sophisticated machinery. The reputation of a 
top-of-the-range brand is often related to the renown of its country of origin or of the 
region in which it is established, when this is famed for the personnel’s seriousness and 
professionalism. In general, a “quality” strategy is enhanced when the workforce is 
forced to maintain the national output’s international specialization, notably so as to be 
able to continue benefiting from the high salary levels, social protection systems and 
stable employment perspectives that are enabled by a production of specialized products 
that remain without rivals. 

For these reasons, regarding the market or labour, the “co-ordinated and specialized 
export-oriented” growth mode (Germany and Sweden) is the one that affords the great-
est visibility to the “quality” strategy.  

In growth modes that feature a co-ordinated and moderately hierarchised national in-
come distribution, the top-of-the-range clientele is not totally cut off from other types of 
customers. So the specialist carmakers have found it difficult since the War to put to-
gether a "productive model" that is durable, meaning one that can continually find the 
right balance between large series production methods and others that emphazise the 
product's "hand finishing" and customised qualities (Ellegard, 1995; Freyssenet, 1998).  

Competitive distribution modes do not stand in the way of this strategy. It allows 
many actors to seek their fortune, yet at the same time it is less stable. It relies on the 
availability of workers who can be skilled but less attached to their firm. In the modes 
that feature a highly inegalitarian type of distribution, top-of-the-range clients are basi-
cally the only customers for new vehicles, and they are very devoted to the marque's 
international renown and to demonstrations of their own wealth. 
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The sea change of international top-of-the-range market since the nineties 

 
With income distribution having become more “competitive”, the top-of-the-range 
segment tended to become more heterogeneous. Demand for very top-of-the-range sa-
loon cars (which had become marginal products) rose again. Above all, “top-of-the-
range” demand cropped up for small and medium-sized cars and for recreational vehi-
cles. 

These developments have presented the “specialist” manufacturers with a new situa-
tion. On one hand, if they are to cover the new top-of-the-range sub-segments they must 
make substantial increases in their design-related spending, productive capacities and 
distribution network. On the other, they must fight off ambitious “generalists” who also 
want to benefit from the new situation. To cope, they have adopted a variety of different 
paths. Now theirs trajectories are completely diverging. 

Saab, Aston Martin, Jaguar, Volvo, Land Rover, Bentley, Lamborghini have ulti-
mately opted to be integrated into a large automobile group pursuing the volume and 
diversity strategy: General Motors for the former, Ford for the four next brands, Volks-
wagen for the two latters. By so doing, they hope to avail themselves of the resources 
they need. For these prestigious marques, which automobile groups are ready to spend 
considerable amounts of money on the market remains a global one. In fact, it is pre-
cisely because of this homogeneity of the market, and of the brand’s image, that firms 
feel they can justify the investments that they have been making (the goodwill they have 
been paying). GM’s global platform, with its code name Epsilon, should help with its 
development of one Saab model, two Opels, and several American models (ranging 
from Chevrolet to Saturn) that are going to hit the market starting in 2001. However, the 
logic of this “volume and diversity” strategy that General Motors has been pursuing 
risks that the top-of-the-range cars will lose their essential “quality”, that is, their speci-
ficity (Bordenave and Lung, chapter 3). Fiat, which was forced to take over Lancia in 
the 1970s and Alfa Romeo in the 1980s, made these marques lose a large part of their 
prestige when it decided to launch, in their name, models whose platforms were actually 
being shared with Fiat’s own models (Volpato, chapter 12). Ford grouped in a separate 
entity, entitled Premier Automotive, all of the marques involved in its corporate "qual-
ity" strategy: Lincoln, Aston Martin, Jaguar, Volvo and Land Rover. The objectives are 
the rationalized purchasing of components; shared R&D investments (that is, Volvo's 
safety competency) and the “commonalization” of a certain number of electronic or 
mechanical components; and even the sharing of platforms. Altough the commonaliza-
tion seems to be limited to cars of top-range, the risk isn't so different than the risk taked 
by GM. The consumers of top-range car require very specific cars, included, and even 
may be above all, in invisible parts. Finally, the decisions of Volkswagen to be present 
in the very hight top-range segment (Bentley, Lamborghini, Bugatti) is so strange that 
we must wait a little to see the durability of this orientation. 

A second path for which a number firms have opted is that of external growth. This 
involves acquiring other carmakers who already cover, or else who are likely to cover, 
the new sub-markets of the top-of-the-range category. This was BMW’s path when it 
purchased Rover in 1994 and Rolls-Royce in 1999. Rolls-Royce’s new models have yet 
to come out. Land Rover’s recreational vehicles were already positioned at the top-of-
the-range. With a few design modifications and a handful of vigorous actions aimed at 
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improving manufacturing quality, Rover’s small and medium-sized cars could have 
been integrated into a product range for well-to-do customers. However, for this to suc-
ceed, the policy would have had to have been carried out energetically and without 
wasting time, especially since the continued rise in the value of the British Pound was 
cutting the company off from a significant chunk of its potential export market. To 
avoid a catastrophe, BMW had to sell Rover in 2000 to an English consortium for a 
token sum. On the other hand, it was able to sell Land Rover to Ford at a good price. All 
that BMW has retained from this adventure is the world-famous Mini, which it has 
turned into a small top-of-the-range urban vehicle (Freyssenet and Mair, 2000 b; Eck-
ardt and Klemm, Chapter 8).  

Daimler (Mercedes) has chosen yet another path. In truth, its trajectory is relatively 
opaque and may even turn out to be full of danger (Köhler, Chapter 4). In successively 
creating Smart and Maybach, in acquiring Chrysler and Mitsubishi and in taking a stake 
in Hyundaï, Daimler has been embarking on two possible trajectories. Either it can be-
come an automobile giant, turning out all kinds of vehicles for all sorts of clients, or 
else it can remain a top-of-the-range carmaker but for all types of vehicles. The diffi-
culty is that neither Chrysler nor Mitsubishi are “generalist” manufacturers, even though 
they have regularly tried to achieve this status. Nor are they top-of-the-range carmakers. 
The only times that either have made a profit is when they have reverted to their origi-
nal strategy, that is, to a strategy based on “innovation and flexibility”. Yet the require-
ments of this strategy are such that it is almost totally incompatible with any other. 

Finally, some top-of-the-range carmakers prefer to remain little and independant as 
Porsche and Pininfarina. They only cooperate with "generalist" carmakers for some 
products. And they always are profitable. 

Industrial history is full of paradoxes. The paradox that we are focusing on at present 
is that the main “specialist” carmakers have been either losing their independence; or 
else thinking that they must change their strategy at the very moment that the interna-
tional market for top-of-the-range products is most likely to launch them on a new 
phase of expansion. But the history isn't finish. Some brands can become again inde-
pendant. 

 
 

Permanent cost reduction strategy: very restrictive conditions to succeed 
 

In this strategy, costs are to be cut in all circumstances and at all times. To a certain 
extent, the other profit sources are no more than a complement, and even then only 
when they are feasible, useful and compatible. Cost reduction will always remain the 
prime objective when a firm envisages any situation, as no outcome is ever taken for 
granted. The strategy consists of lowering return costs by constant savings drives, both 
internally and by the suppliers. It requires to plan strictly the production and to avoid to 
take risk as running into debt, or conceptually innovative products, volatile markets, 
merger or acquisition, productive internationalization, and so on 

It is particularly well-suited when national growth is driven by the export of day-to-
day products and when the redistribution of competitiveness gains is done in a co-
ordinated and moderately hierarchised manner. Employees are subject to external com-
petitiveness constraints and the volume and structure of national demand is sufficiently 
predictable to avoid any unforeseen and costly variations in production. 
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For these same reasons, this strategy, which Toyota has been pursuing since the 
1950s, is not as robust as it would appear. This is because it is so demanding. The strat-
egy struggles when sudden changes occur (related for example to shfits in demand lev-
els or in currency parities) - changes that can in one fell swoop ruin the patient and con-
tinual efforts required of employees and suppliers, who might then be inclined to curtail 
their participation in the cost reduction drive, as was the case at Toyota in the early 
1990s (Shimizu, 1999; Fujimoto, 1999). 

PSA was the unique European carmaker that pursued the "permanent cost reduction" 
strategy, but only until the mid 1960s. Since the 90s, Toyota attempts to implement this 
strategy in Europe. But since the beginning its British subsidiary didn't succeed to be 
profitable because insufficiently attractive products, labour instability and big exchange 
rate variation. With the opening of a new assembly plant in France in 2001 and the crea-
tion of a joint-venture with PSA in Czech in 2005, Toyota tries to offer products more 
adapted and to have the advantage of monetary stability in the euro zone..  

 
 
Innovation and flexibility strategy: a necessary specific regional policy 

 
Carmakers who arrive late in the automobile sector and who are trying to carve out 
space for themselves amongst firms with already established market positions often 
choose to pursue an “innovation and flexibility” strategy. It was the case of Honda in 
the 1960s. The relevancy of the “innovation and flexibility” strategy has been reinforced 
by certain countries’ recent tendency to develop a “competitive” distribution of national 
income. This explains the extremely rapid renaissance of Renault in 90s, as the renais-
sance of Chrysler in 80s in USA. 

 
Characteristics, conditions and  requirements 

 
This strategy consists of designing products that respond to new expectations and/or 
emerging demands; manufacturing them massively and immediately if actual orders 
match forecasts; or inversely abandoning them rapidly and for as little cost as possible if 
they fail commercially. Profits actually stem from an innovation rent that is derived 
from commercial relevancy - as long as this innovation is not copied. The best way of 
delaying this outcome is to be able to satisfy the market segment that has been created 
in as a short a period of time as possible.  

An innovation and flexibility strategy is reinforced when the needs or lifestyles of 
the social categories that are being targeted change periodically, or when new categories 
emerge, with people who are distinct at an economic and social level. This is generally 
what occurs in those growth modes that are marked by a "competitive" type of national 
income distribution. It is the reason why this strategy, which had become the bane of 
many carmakers during the post-war boom years, has again become a winner, as wit-
nessed by the good performances of Honda, Chrysler (before its merger with Daimler) 
and Renault (Boyer and Freyssenet, 2000, 2002).  

The firms pursuing this strategy must be financially independent. They must be en-
tirely free to assume the risks that are inherent to conceptual innovation. They must also 
be free of any medium/long-term commitment to their suppliers so as to be able to 
change production rapidly if need be. They must have at their disposal an easily re-
convertible production tool and a workforce that enables innovativeness both at the 
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product and at the production process level. Lastly they must also possess an extremely 
in-depth knowledge of which customer expectations are unsatisfied and unexpressed, so 
as to be able to offer innovative vehicles that are commercially appropriate. 

For this strategy to succeed, the regionalization and heterogenization of demand 
would have to prevail over globalization and homogenization. This hypothesis may suit 
the producers which remain concentrated on a single region, taking advantage of their 
detailed knowledge of their markets just as producers which internationalize ensure that 
they have the means to understand consumer expectations in the regions in which they 
invest. In these cases, regional design offices do more than simply restyle base models, 
they modify them in response to local desires, and they may even design specific mod-
els. Regional subsidiaries have a broad autonomy because they have to detect emerging 
local requirements. To do so, they rely heavily on local managers, designers, engineers 
and distributors. The function of the company at the global level is to take responsibility 
for financial control, distribution of investments, particularly to new regions, and ensur-
ing that knowledge drawn from experience is circulated. 
 
Chrysler, an inconstant innovation and flexibility strategy 

 
Since its creation, Chrylser is characterized by flourishing periods during which it de-
velops an innovation and flexibility strategy, immediately followed by difficult periods 
when it believes to be able to become a carmaker as the others. Specially, its attempts to 
become an internationalized company in 60s and 70s, by  the buying  of european car-
makers and by the alliance with Mitsubishi, was a failure. In the 80s, Chrysler revived 
because the invention of SUVs – products that accounted by 1999 for one-third of the 
American market (Belzovski, 1998). However, it hasn't been able so far to procure 
means that are coherent, and which will enable them to durably and profitably pursue an 
“innovation and flexibility” strategy. Chrysler in particular was not quick enough to 
acquire the indispensable financial independence, that is, it could not lock up its share-
holder structure. An attempted take-over in which Chrysler was a target for Kirk Kerko-
rian, a financier associated with one of the firm’s former CEO’s (Lee Iacocca), induced 
the firm’s executives to agree to a merger with Daimler. However, the expected com-
plementarities between the two firms turned out to be incompatibilities – stemming 
from the fact that they had been pursuing different profit strategies. For the time being, 
not only has Chrysler gained nothing out of what has purely and simply turned into a 
take-over, but many projects involving innovative models have been abandoned and the 
company’s main innovators, in a weakened position, have left it. By early 2001, Chrys-
ler’s strategy had lost all visibility. (Köhler, Chapter 4).  

 
The regional renewal of Renault,  endangered by the global alliance with Nissan? 

 
After the failure of its attempt to enter into the American market through the control of 
American Motors in 80s, Renault adopted the innovation and flexibility strategy in the 
1990s, launching a complete range of passenger vans after noting the success of its ini-
tial top-of-the-range van. These models did not suffer from the fact that Renault had 
withdrawn back to Europe. Quite the contrary, their success can be explained by the fact 
that they were appropriate for the new clienteles in this part of the world. They limited 
the losses that Renault was incurring in the saloon car segment (following a weakness in 
its “traditional” demand) and ultimately became the Renault’s main source of profit. 
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Renault, somewhat surprised by the success of its innovative models (which ended 
up accounting for most of the firm’s profits even though they should have only been the 
icing on the cake), preferred to prioritise productive and commercial internationaliza-
tion, taking over Nissan, Dacia and Samsung instead of confirming its strategy and de-
vising a suitable models. Is Renault's present orientation compatible with that of Nis-
san? Indeed, Nissan has a totally different profit strategy: a volume and diversity strat-
egy. Until now, no single automobile group has thusfar been able to achieve this type of 
cohabitation. In fact the challenge Renault has embarked upon is nothing less than that 
of inventing and establishing the means to surpass the structural incompatibilities of 
both strategy and production systems.  

For the time being, Renault and Nissan appears to be moving towards a regionaliza-
tion scheme that reproduces its precursors: a division of roles amongst the world’s vari-
ous regions according to the competencies and advantages that each has acquired. Ren-
ault is to be leader in Europe (absorbing the Japanese firm’s activities there) and in the 
emerging countries (outside of Asia); and it will find shelter behind its partner in Asia-
Pacific and in North America. Renault's potential conflicts with its other partners are 
being kept under wraps for the moment, with the Korean firm Samsung relying on Nis-
san's technologies, and with Dacia in Romania undergoing a thorough restructuring. The 
new configuration might allow the Group to finally complete a project that it had first 
announced in the early 1990s, what with Nissan’s attempt to offer a specific product 
range in each of the Triad's three poles. This product range is based on variants of three 
basic models, and on the development of a specific model in the emerging markets. For 
Nissan, as for the two major Americans, a "volume and diversity" strategy, when ex-
tended to an international level, has had problems taking root. 
 
The regional future of innovation and flexibility strategy 

 
The most competitive redistribution of income in many countries today can favor the 
emergence of new strata or the modification of demand in existing categories. It must 
however not lead to social instability through excess competition, preventing truly new 
expectations to form. The “innovation and flexibility” strategy thus implies very fine 
attention to qualitative changes in different markets, but also markets vast enough so 
that new demand represents sufficient volume. The scenario of the making up of re-
gional poles adopting a competitive mode of income redistribution is favorable to this 
profit strategy, as it offers both innovative demand and necessary volume. In this hy-
pothesis, a builder implementing the “innovation and flexibility” strategy would not 
necessarily need to spread itself out on a worldwide basis and be perfectly profitable on 
a regional scale. It could be thus for Honda, Chrysler and Renault, each being the “in-
novation and flexibility” firm in its region of the world. A global firm pursuing this 
strategy is nevertheless conceivable. But it would be necessary for it to be able to design 
and produce innovative vehicles adapted to the new social strata which appear in the 
different spaces, as Honda achieved to do it in USA in 70s and 80s, and not to content 
itself to trying to sell innovative models elsewhere designed in its home zone.  
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Conclusion 
 

Although a logic of production (economies of scale) has induced automobile manufac-
turers to extend their area of commercialisation on a global scale, it is in their articula-
tion with a market, their getting into sync with a demand, that they have incorporated 
the regional tier as a level at which they can achieve a certain coherency. Except for the 
prestige automobiles, there are limits to the homogenization of global demand, and the 
failure of Ford's attempt to integrate its activities globally shows that automobile firms 
should be looking for more appropriate strategies – and above all, for models or innova-
tive forms of organization that are better adapted to a particular regional space. It is not 
at all certain that the real challenge is to be the first to globalize- mono-regional strate-
gies (such as the one that PSA has pursued), bi-regional, multi-regional, even trans-
regional strategies, all can be relevant at a certain time, and in a given space.  
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