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Executive Summary

The environment in which the automobile industry operates is continuously evolving. Perhaps no one
knows this better than Ford Motor Company. Until recently, Ford was able to operate with a
fundamentally flawed business structure; however, its failure o reconcile weaknesses was highlighted
because of increased compeition and gas prices. Going forward, Ford needs to focus on strengthening
ts fundamentals and streamlining its business processes, as well as developing technology to befter
serve the growing demand for greater fuel economy.

Problems Facing Ford

The fundamentals that Ford failed to exceute include managing costs, maintaining good supplier
elations, ufilizing intemal resources, and planning for the future.

o In 2006, Ford speat §3.5 billion on insurance benefits for 570,000 current and past employees.
adding $1200 to the ticket price of each car.

o Rather than striving for a mutually beneficial relationship with its suppliers, Ford takes the
“crush their bones™ approach, forcing unrealistic price reductions that squeeze the suppliers,
often driving them into bankmuptcy. This approach is detrimental because Ford's high
expectations can lead to lower quality goods as suppliers try to meet Ford’s requirements.

o Until 2006, Ford was structured so that each regional unit operated autonomously. This
breakdown of communication made business inefficient.

o The unprecedented growth in models vying for customers in the U.S. has ended the Big Three as
weknow it. In 2002, there were 215 models and a 0 percent increase is expected by the
decade’s end.

Recommendations for Ford

tis necessary to develop a set of best practices and capitalize on opportunities for future growth by
doing the following:

o Adopt an open book management approach when negotiating with unions and employees to
reduce its employee health care and pension costs.

o Benchmark Toyota’s supplier relations and production line efficiency.

o Capitalize on its reputation as America’s number one selling truck for the past 31 years, by
incorporating hybrid technology into its light truck segment.

Conclusion

Ford’s fundamental weaknesses include cost management, supplier relations, utlization of internal
resources, and planning for the future. To address fhese problems, Ford needs to adopt an open book
management approach, develop a set of best practices that parallels the business processes of efficient
ndustry players, and become the number one producer of hybrids n the light truck segment.




