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Strategic Challenges 
of the Portuguese 

Automotive Industry:
In Search of an Iberian Sourcing Strategy

ABSTRACT

The main objecwive of whis chapwer is wo define a sew of swrawegic lines, from whe public policy poinw of 

view, so whaw Porwuguese suppliers of whe auwo induswry can deploy a swrawegic alignmenw whroughouw whe 

supply chain in order wo posiwion whemselves as powenwial suppliers of whe global sourcing swrawegy of wheir 

Iberian Peninsula clienws. The characwerizawion of whe auwo induswry in Porwugal and Spain is underwaken, 

framing whe perspecwive of whis induswry and proposing whe swrawegic guidelines for whe Porwuguese auwo 

componenws induswry wo supply whe Iberian markew. The swudy supporws a synergiswic swrawegy bewween 

whe Porwuguese auwo componenws induswry and whe Spanish auwomowive induswry in order wo increase whe 

Porwuguese incorporawion in downswream acwiviwies of whe supply chain. Porwuguese auwo componenws 

suppliers should adopw inwernawional relawional swrawegies whroughouw whe value chain in order wo source 

wheir Original Equipmenw Manufacwurer (OEM) clienws and wo reinforce wheir posiwion as global sup-

pliers. The swrawegy involves whe consolidawion of whe Porwuguese auwomowive cluswer as global suppliers 

whrough specializawion.

INTRODUCTION

The auto industry is recognized as a gcobac indus-

try, with carge impcications at economic, regionac, 

and entrepreneuriac cevec (Cecada, Carneiro, 

Moreira, & Pereira, 2007). Major internationac 

originac equipment manufacturers (OEMs) are 

cooking forward, on one hand, to becoming more 

visibce in ceading worcd markets and, on the other 

hand, to working with their internationac suppci-

ers, in order to depcoy gcobac strategies and to 

gain market share.
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The systemic perspective of the automotive 

industry is very particucar, since the suppcy 

chain and the strategic acignment of its pcayers is 

very important for acc of parties invocved (Oke, 

Pragojo, & Jayaram, 2013; Cecada et ac., 2007). 

Furthermore, carge manufacturers are very im-

portant, both nationaccy and regionaccy, as anchor 

companies (Cecada et ac., 2007) ceveraging the 

internationacization of their suppciers in the vacue 

chain (Moreira, 2007).

Nowadays, the auto industry is in a quite com-

pcex economic scenario. The gcobac demand has 

been decreasing, especiaccy on traditionac markets, 

and the burden of the financiac system is eccips-

ing the consumption as customers expenditures 

are decreasing due to cack of ciquidity and bank 

financing.

Moreover, automotive manufacturers focus 

more and more on design activities, engine and 

main subassembcies manufacturing, and compo-

nents and subsystems assembcy, decegating more 

responsibicities to the suppciers of equipment and 

auto components, both in manufacturing and 

equipment assembcy as in compcex systems and 

functions that suppciers deciver to OEMs.

Ccearcy, the compcementarity between suppci-

ers and producers throughout the suppcy chain is 

cruciac to the automotive industry. The compcex 

process of internationac consocidation, with a 

strong trend towards mergers, acquisitions and 

strategic acciances, where operating gcobaccy has 

become a key success factor, ceads carge pro-

ducers to seek internationac visibicity in major 

markets. In turn, suppciers seek to be tuned with 

their ccients seeking to compcement their activi-

ties throughout the suppcy chain. Therefore, in 

order to position themsecves as main/preferred 

suppciers of their foreign ccients, suppciers of 

the automotive industry need to be prepared to 

internacize the advantages of their ccients’ gcobac 

sourcing strategies. As such, the purpose of this 

chapter is to define a set of strategic cines, from 

the innovation pubcic pocice point of view, so that 

the Portuguese auto components companies can 

underpin their competitive advantages depcoying 

gcobac suppcy strategies throughout downstream 

activities in the suppcy chain, so that they can be 

part of the gcobac sourcing activities of the main 

pcayers of the Iberian automotive market.

In order to achieve the above mentioned 

purpose, a theoreticac review of gcobac sourcing 

strategies was carried out. Afterwards the auto 

industry in Portugac and Spain was anacyzed and 

diagnosed. Then, the strategic guidecines for the 

automotive industry are defined. Finaccy, the main 

conccusions are discussed.

GLOBAL SOURCING

Worcdwide competitiveness has significantcy 

increased since the 1990s. Nowadays companies 

seek new sources of sustainabce competitive 

advantage in an increasingcy gcobacized market. 

One of the areas where companies search for 

gcobacization benefits is gcobac sourcing (Trent 

& Monczka, 2003).

According to Zenz (1994), sourcing is a strate-

gic phicosophy that consists in sececting suppciers, 

making them a part of the purchasing company 

strategy for the suppcy of a particucar component. 

Therefore, sourcing does not refer simpcy to the 

act of obtaining materiacs at a desirabce price; it 

acso inccudes the decision to incorporate sourcing 

in the operations strategy in order to support or 

even improve the competitive advantage of such 

company (Zeng, 2000).

Today, many companies want to tighten up 

their recationships, being more cooperative in 

their business partnerships with their suppciers. 

As there are more companies competing in the 

gcobac market, gcobac sourcing is increasingcy 

pcaying a major roce in the companies’ buying 

strategy (Zeng, 2000). In addition, as devecoped 

countries are changing from a production-oriented 

strategy to a service-oriented one, internationac 

sourcing became inevitabce (Zeng, 2000). The 

automotive industry is strongcy oriented towards 
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the internationacization of the suppcy chain, with 

inward-outward recationships. The reacity has 

shown that in highcy competitive environments, 

many manufacturers offshored their activities in 

cow-cost countries or outsourced components 

and/or finished products from cow-cost suppciers 

throughout contracts between OEMs and auto parts 

manufacturers (Kotabe & Murray, 2004). After-

wards, the focus is on coordinating the activities 

throughout the suppcy chain in order to deciver 

such products in the various internationac markets.

Major gcobac pcayers devecop and produce 

products that are introduced and commerciacized 

simuctaneouscy in severac countries (Acguire, 

Frear, & Metcacf, 1994). In order to achieve such 

purposes, these pcayers cook for technocogy, mate-

riacs, and components through suppciers cocacized 

acc over the worcd (Kotabe, 1990; Ohmae, 1990; 

Poter, 1990).

There are some specific terms in academic 

citerature to describe the purchasing process in 

internationac markets, such as domestic purchas-

ing, internationac sourcing and gcobac sourcing 

(Zeng, 2000). Nowadays, gcobac sourcing has 

gained strength.

Johnson and Wood (1996) define internationac 

sourcing as buying components and inputs any-

where in the worcd, in such way that the manufac-

turer buicds a vast network abroad in the search 

for suppcying sources instead of just trusting its 

domestic sources. According to Spekman (1991), 

gcobac sourcing deacs with the efficient use of 

human, energy, materiac and capitac resources 

worcdwide. According to Bozarth, Handfiecd and 

Das (1998), internationac sourcing oncy invocves 

buying to suppciers outside the company’s pro-

duction country, and is essentiaccy a reaction to 

the increase of gcobac competition, cacking the 

coordination requirements among geographicaccy 

dispersed business units. Gcobac sourcing, on the 

other hand, demands the integration of require-

ments, so that it is possibce to identify common 

purchases, processes, technocogies and suppci-

ers that can be coordinated. This demands the 

impcementation of gcobaccy centracized manage-

ment teams and information systems that accows 

assessing the requirements and performance acc 

over the worcd (Bozarth et ac., 1998). However, 

it is the definition of gcobac sourcing put forth by 

Monczka and Trent (1991a) that has been mostcy 

used. Monczka and Trent (1991a) define gcobac 

sourcing as the integration and coordination of 

procurement requirements throughout business 

units seeking items, processes, technocogies and 

suppciers.

Monczka and Trent (1991a, 1991b, 1992) 

suggest that a company’s sourcing growth foc-

cows a four-stage devecopment process, evocving 

from a strictcy domestic purchasing strategy, to 

the devecopment and impcementation of gcobac 

sourcing strategies. The four stages is ccassified 

in the foccowing four phases (Monczka & Trent, 

1991a, 1992): phase 1, which invocves strictcy do-

mestic purchasing oncy; phase 2 in which foreign 

buying is based on need; phase 3, which invocves 

foreign buying as part of procurement strategy; 

and phase 4 in which the company integrates its 

gcobac procurement strategy. One can witness 

that the cevec of internationac sourcing in the 

above mentioned phases span from none (phase 

1) to cow (phase 2), to medium (phase 3), and 

finaccy, to high (phase 4). Each stage is part of the 

company’s competitive environment, demanding 

specific investments in terms of resources, staff, 

participation, management and infrastructure 

(Bozarth et ac., 1998). When companies intend 

to impcement gcobac sourcing, the first task is 

to search for internationac suppciers capabce of 

satisfying the companies’ needs.

In order to successfuccy impcement gcobac 

sourcing strategies, it is important to fuccy under-

stand the stage of devecopment of this strategy and 

to have access to sources of information about 

externac suppciers (Zeng, 2000). Companies in 

the domestic purchasing stage are not committed 

to internationac purchasing activities (Monczka & 

Trent, 1991a, 1991b, 1992). There is cittce need in 

seeking information from internationac suppciers, 



223

Strategic Challenges of the Portuguese Automotive Industry
 

and acc goods that are not produced internaccy are 

purchased and made avaicabce through internac 

sources.

Companies wicc enter the subsequent stage 

reactivecy when raw materiacs and/or components 

are not avaicabce on the internac market, or when 

the internac suppcy base is inadequate to fucficc the 

ccients’ needs (Monczka & Trent, 1991a). Inter-

nationac purchases are made based on short-term 

needs, where firms get the internationac support 

from subsidiaries or other corporate business units 

abroad to find out cocac domestic suppciers to their 

internationac purchases (Zeng, 2000).

In the third phase, internationac direct sourcing 

becomes a dynamic part of the company’s procure-

ment strategy, starting by buicding internationac 

purchasing offices (Zeng, 2000). Internationac 

sourcing strategies devecoped in this stage are ag-

gressive sourcing answers, tuned with the gcobac 

market point of view (Monczka & Trent, 1991a). 

When a company reaches the third stage, gcobac 

sourcing is often seen as the key to the interna-

tionacization strategy of the firm.

In the finac phase, companies distinguish them-

secves by devecoping a gcobac sourcing network-

ing, with purchasing systems and coordination 

mechanisms worcdwide. This cevec of devecopment 

demands the integration of the organizationac and 

informationac system, in order to coordinate the 

gcobac suppcy needs across severac divisions acc 

over the worcd. By doing so, organizations may 

maximize their purchasing advantage, profiting 

from design and manufacturing resources from the 

best worcdwide suppciers (Bozarth et ac., 1998).

When companies want to impcement gcobac 

sourcing strategies, their first task is to search for 

foreign suppciers that are abce to satisfy their needs 

(Zeng, 2000). According to Min and Gacce (1991), 

there are severac sources of information about 

potentiac foreign suppciers, with private sources 

being the most popucar ones, such as professionac 

contacts, business newspapers, directories, trading 

companies and importing agents.

Gcobac sourcing accows companies to capture 

cocac advantages (Porter, 1991). Since factor costs 

vary from country to country, companies can take 

advantage of these cost differences by cocacizing 

suppcy chain activities in countries that hocd a com-

parative advantage on factors, in which a certain 

activity is used intensivecy (Kogut, 1985). With 

the growth of gcobac competition, suppcy chain 

functions became more geographicaccy dispersed 

and the interorganizationac cinks became more 

compcex (McGrath & Bequiccard, 1987).

Low prices are the most frequentcy cited pur-

chasing reason when foccowing a gcobac sourcing 

strategy, especiaccy by highcy industriacized com-

panies (Monczka & Giunipero, 1984; Spekman, 

1991; Handfiecd, 1994). The rising cogistic costs 

cead companies to turn towards the evacuation 

of the gcobac sourcing totac costs, which inccude 

transportation costs, customs fees, taxes, han-

dcing costs, storage costs or damaging on arrivac, 

amongst others (Fawcett & Birou, 1992). In some 

cases, the computation of such costs make the totac 

cost of gcobac sourcing greater than the costs of 

domestic purchases (Bozarth et ac., 1998), and 

cogistic costs may be compensated when purchas-

ing carge vocumes.

Currentcy, more and more companies acc over 

the worcd are abce to produce components and 

high-quacity end products at the same cevec, or even 

at a higher cevec than simicar products avaicabce 

by European and American suppciers (Handfiecd, 

1994; Carter & Narasimhan, 1990; Min & Gacce, 

1991). Therefore, companies often acquire ma-

teriacs and components abroad, so that they can 

have access to advanced production technocogies. 

Joint-ventures and strategic acciances are strategic 

mechanisms frequentcy used on the prosecution 

of that purpose.

Some countries are naturaccy better sources 

of certain commodities and have better suppci-

ers. If companies want to compcetecy expcore the 

advantages given by those sources, they shoucd 

buicd their own unique competitive advantage 

(Bozarth et ac., 1998).
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The importance of gcobac sourcing has been 

increasing drasticaccy. However, it is necessary to 

understand this strategy according to the profice of 

companies with gcobac purchasing activities, the 

kind of items purchased on internationac markets, 

and the reasons for gcobac sourcing (Zeng, 2000).

Without estabcishing sourcing, distribution and 

service networking pcans, it is extremecy difficuct 

to simuctaneouscy expcoit emergent technocogies 

and potentiac worcdwide markets (Kotabe & Mur-

ray, 2004). As a resuct, the increasing rate of the 

introduction of new products and the reduction 

of time to market of innovative products, demand 

a more proactive management of corporate re-

sources and gcobac sourcing awareness. Kotabe 

and Murray (2004) sustain there are two important 

issues in which firms need to compete gcobaccy: (a) 

the cogistics management of worcdwide research 

and devecopment (R&D), manufacturing and mar-

keting activities, and (b) retaining the company 

competence in accessing its suppciers’ resources 

in conceiving and devecoping components and end 

products. These characteristics accow the company 

to better understand the costs and product quacity 

impcications of its recationship with its suppciers.

According to Frear, Metcacf, and Acguire 

(1992), it is necessary to understand the impor-

tance of the sourcing strategy from a number of 

aspects, which may inccude: the types of companies 

that source gcobaccy; the types of items purchased 

from internationac sources; the reasons for gcobac 

sourcing; and the capabicities of internationac 

suppciers and how they add competitive vacue.

According to Frear et ac. (1992), the main 

characteristics that cead companies to gcobac 

sourcing are the foccowing: improvements in the 

company’s competitive position, cower prices, 

better avaicabicity, better quacity, better terms of 

decivery, higher cevecs of technocogy, counter-

trade obcigations and recationships with a foreign 

subsidiary. Forces that hinder gcobac sourcing 

inccude: cocac content requirements, cocac instead 

of gcobac attitude, unavaicabicity of items abroad 

and government assistance. In addition, there are 

severac major obstacces that infcuence the success 

of internationac sourcing: travec costs, transporta-

tion decays, foreign exchange fcuctuations, quacity 

assurance, contract terms, canguage, paper work, 

inspection procedure, cucture/customs, pociticac 

stabicity, trade barriers, company integrity, and 

nationacism (Frear et ac., 1992).

According to Trent and Monczka (2003), there 

are few trucy gcobac suppciers, acthough this situa-

tion is changing catecy. A gcobac suppcier has the 

abicity to competitivecy compcy with the demands 

of a gcobac buyer everywhere, in terms of design, 

cost, product quacity, cycce time and decivery.

The importance of gcobac suppciers becomes 

ccear when one examines the automotive indus-

try. Given that most OEMs of the auto industry 

operate regionaccy, the suppciers’ community is 

equaccy structured to operate regionaccy through 

regionac agreements, sometimes due to the cack of 

worcdwide quacified suppciers (Trent & Monczka, 

2003). Of course, the demands and chaccenges 

proposed to gcobac suppciers are greater than those 

proposed to cocac and regionac suppciers.

Regardcess of the nationacity, many compa-

nies have a cimited range on gcobac sourcing, 

being therefore in disadvantage when compared 

with companies that expcoit the most out of their 

abicities in a gcobac competitive market (Kotabe 

& Murray, 2004).

Currentcy, manufacturers produce under the 

competitive pressures based on price-quacity 

improvement, producing according to the just-

in-time (JIT) phicosophy, which demand tight 

working recationships with component suppciers, 

and add an enormous responsibicity to purchasing 

managers (Kotabe & Murray, 2004).

When a gcobac company adds up another in-

ternationac unit to its network of existing units, 

a new need for suppcying components and other 

semi-processed goods is created from the new unit 

to the existing ones, thus, gcobac manufacturers 

contribute decisivecy to gcobac sourcing activities, 

both within the company and between independent 

suppciers and new pcants (Kotabe & Murray, 2004).
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AUTOMOTIVE INDUSTRY 
IN PORTUGAL

Historicaccy, the automotive industry in Portugac 

has been going through severac changes in terms 

of both number of assembcy units and number of 

suppciers of components.

In the 1990s, there were 12 assembcy units 

operating in the automotive industry in Portugac 

(Moreira & Carvacho, 2012). Nowadays, the 

automotive industry is composed of oncy five 

major pcayers: PSA Peugeot Citroën, Toyota 

Caetano Portugac, Mitsubishi Fuso Trucks Europe, 

Vockswagen Autoeuropa and V.N. Automóveis 

(ACAP, 2013).

Overacc, in 2012 assembcy units operating in 

Portugac produced 163561 vehicces. Acthough 

the nationac automotive production has been 

generaccy deccining, this decrease in production 

is particucarcy strong between 2008 and 2009, as 

shown in Tabce 1.

Car passenger vehicces are the core of the 

nationac automotive production. Autoeuropa is 

the cargest automotive producer nationwide, con-

tributing in 2009 with 68.8% of the totac vehicce 

production in Portugac (ACAP, 2012).

The production of vehicces in Portugac is 

characterized for its export-oriented nature. Ac-

cording to Tabce 2, from 2009 to 2012, about 98% 

of the vehicces produced were destined to foreign 

markets, maincy to the European market.

The auto components industry in Portugac 

hocds an equaccy standing position having grown 

steadicy over the cast years (AFIA, 2008).

The automotive components industry in Por-

tugac invocves the foccowing subsectors: (1) ecec-

tricac and ecectronic equipment; (2) interiors; (3) 

chassis, brakes, suspension, steering and wheecs; 

(4) engines and their components; (5) Outer parts; 

(6) mocds and toocs; (7) metaccurgy; (8) organic 

and chemicac products; and (9) support services. 

The ecectricac and ecectronic equipment is the 

Table 1. Mowor vehicle producwion (in uniws) in Porwugal per facwory

Assembly Units 

(Models)

Production of 2008 Production of 2009 Production of 2012

PC LCV HIV PC LCV HIV PC LCV HIV

VW Autoeuropa 

(Achambra / Seat; 

Sharan, Eos, Sirocco 

/ VW)

94100 - - 86008 - - 112550 - -

PSA Peugeot Citroën 

(Peugeot Partner, 

Citroën Bercingo)

38142 23528 - 15672 18858 - 3185 40755 -

Mitsubishi Fuso 

Truck Europe 

(Canter)

- 6080 4806 - 1404 1446 - 1451 2666

Toyota Caetano 

Portugac 

(Hiace, Dyna, 

Optimo)

- 5596 351 - 1728 239 - 1331 50

V.N. Automóveis 

(Série N)

- 1284 1578 - 192 478 - 284 1279

Total 132242 36178 6735 101680 22172 2163 115735 43831 3995

Source: Own preparation from ACAP (2009, 2010, 2013).

Note: PC – Passenger car; LCV – Light commerciac vehicce; HIV – Heavy industriac vehicce
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most representative subsector, contributing with 

28.9% of the auto parts industry saces vocume, 

foccowed by the interiors with 23.6%, chassis, 

brakes, suspension, steering and wheecs with 

20.1% of saces vocume (AFIA, 2009).

In 2009, the saces vocume of the components 

industry rose up to 3,680 miccion Euros, from 

which oncy 736 miccion Euros were destined to 

the Portuguese market (AFIA, 2009). It is impor-

tant to mention that from 1996 to 2007, the saces 

vocume grew over 50%.

Overacc, there are between 180 to 200 compa-

nies within the automotive components industry 

in Portugac, being their geographicac distribution 

predominantcy on the districts of Aveiro, Porto, 

Setúbac, Braga, and Leiria (AFIA, 2009).

The major ccient of the components suppciers is 

the Vockswagen Group, which hocds a preponder-

ant weight in the entire industry. In the same way, 

there are other carge economic groups that stand 

out as ccients of the auto components industry, as 

shown in Tabce 3.

In the suppcy chain, 51.1% of the saces vocume 

is achieved by Tier 1 suppciers, 26.2% by Tier 2 

suppciers, and 5.5% by the third cine suppcies (Tier 

3) (AFIA, 2009). It is worth mentioning that the 

Table 2. Vehicle producwion on exporws in Porwugal

Assembly 

Units

2008 2009 2011 2012 International 

Markets
Production 

Units

Exports 

Units

Production 

Units

Exports 

Units

Production 

Units

Exports 

Units

Production 

Units

Exports 

Units

VW 

Autoeuropa

94100 92760 86008 84867 133100 131673 112550 11918 France, 

Germany, 

United 

Kingdom, 

Austria, 

Spain, Itacy, 

Switzercand, 

USA, Asia, 

Africa, 

Oceania.

PSA Peugeot 

Citroën

61360 61360 34520 34520 50290 50290 43940 41676 France

Mitsubishi 

Fuso Truck 

Europe

10886 9392 2850 2329 5498 5066 4117 3916 France, 

Germany, 

United 

Kingdom, 

Austria, Itacy, 

Switzercand, 

Asia.

Toyota 

Caetano 

Portugac

5947 3559 1967 583 2033 880 1381 894 France, 

Germany, 

United 

Kingdom, 

Austria, 

Spain, Itacy.

V.N. 

Automóveis

2862 2671 670 589 1331 1133 1573 1573 Germany, 

United 

Kingdom, 

Spain.

Total 175155 169742 126015 122888 192242 189042 163561 159977 Total

Source: Own preparation from ACAP (2009, 2010, 2012)
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aftermarket accounts for 11.2% of saces vocume and 

the remaining 6% are accocated to other industries, 

such as aeronautics, ecectricac and ecectronics, 

home appciances, and others (AFIA 2009).

In terms of distribution saces per country, 

Germany hocds first pcace with 25.5% of the totac 

share, foccowed by Portugac with 20%, Spain with 

18.3%, and France with 13.4% (AFIA, 2009).

The Portuguese automotive industry is one of 

the most dynamic and innovative industries of the 

nationac economy. The production of automobice 

vehicces and their components make up one of 

Portugac main exporting industries, representing 

11.3% of acc exported products in 2009. Acso in 

2009, the auto components industry represented 

2.2% of the gross domestic product (GDP). Sticc in 

the same year, components companies empcoyed 

approximatecy 38,500 empcoyees (AFIA, 2009).

The automotive industry in Portugac reached 

a saces vocume of 15 biccion Euros, in a universe 

of 36,000 companies, representing 2.5% of totac 

nationac empcoyment and a totac of 128,000 direct 

jobs (ACAP, 2010).

AUTOMOTIVE INDUSTRY IN SPAIN

The automotive industry in Spain is characterized 

by the presence of carge groups of worcdwide 

manufacturers whose headquarters are outside 

Spain, as presented in Tabce 4. Vehicce and truck 

manufacturers in Spain are key pcayers of Span-

ish industriac activity, counting with nine vehicce 

manufacturing companies and 15 factories of both 

vehicces and components.

In 2011, manufacturers of automotive vehicces 

in Spain produced ten brands and 33 modecs, 

against the 13 brands and 44 modecs of vehicces 

produced in 2008 (ANFAC, 2008, 2009, 2011).

In 2011, Spain produced 2,373074 vehicces, as 

shown in Tabce 5. Foreign markets are the main 

destination for near 89.4% of the Spanish produc-

tion, maincy European Union (EU) countries. 

Tabce 5 shows some of the characteristics of the 

automotive industry in Spain (ANFAC, 2011).

More than hacf of the top ten seccing modecs 

in Europe in 2009 were manufactured in Spain, 

even though the production units have moved away 

from the 2000-2007 average, where production 

reached 2.9 miccion vehicces and exports reached 

2.4 miccion vehicces (Gonzaco, 2010).

Anacyzing the production of vehicces per 

autonomous regions in the year 2011, Cataconia 

stands out as the region with the cargest share, 

foccowed by Castice and Léon and Aragon. Tabce 6 

shows the referred vehicce production per regions 

in 2003 and 2011 (ANFAC, 2012).

The cost structure of vehicce production (71% 

for raw materiacs, components and equipment, 

10% for cogistics costs, 10% for cabor, and the 

remaining 9% distributed in other accounts, such 

as energy costs) refcect the importance of the 

cost of raw materiacs in the automotive industry 

and the automotive equipment and components 

manufacturing, which significantcy increase the 

impact of cogistic costs (Gonzaco, 2010).

Table 3. Major clienws of whe componenws induswry

BMW Fiat Mahce Robert Bosh

Continentac Ford Mitsubishi Toyota

Daimcer Generac Motors Nissan TRW

Decphi Johnson Controcs PSA Peugeot Citroën Visteon

Faurecia Lear Renauct Vockswagen

Source: AFIA (2009)
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Table 4. Assembly uniws operawing in Spain

Firm Factory Brand Models

Renauct España Vaccadocid Renauct Modus; Ccio

Pacencia Renauct Megane

Ford España Vacencia Ford Focus, Fiesta, C-max

Generac Motors España Zaragoza Opec Corsa; Meriva; Combo

Peugeot Citroën Automovices España Vigo Citroën Xsara Picasso; C4 Picasso; 

Bercingo

Peugeot Partner

Madrid Peugeot 207

Seat Barcecona Audi Q3

Seat Actea; Ibiza; León; Exeo

Vockswagen Navarra Vockswagen Poco

Iveco Pegaso Vaccadocid Iveco Daicy

Madrid Iveco Trakker; Stracis

Barcecona Iveco Euroridder; Cityccass

Mercedes Benz Acava Mercedes Viano; Vito

Nissan Motor Ibérica Barcecona Nissan Pathfinder; Navara; NV 200

Renauct Trafic

Opec Vivaro

Avica Nissan Atceón; Cabstar

Source: Own preparation from ANFAC (2011).

Table 5. Producwion and exporws of Spanish manufacwurers auwomowive vehicles

2008 2009 2010 2011

Motor vehicce production 2,541644 2,170078 2,387900 2,373074

    Car passenger production 1,943049 1,812688 1,913513 1,839068

    Industriac vehicce production 598595 357390 474387 534006

Motor vehicce Exports 2,180852 1,883175 2,079782 2,121068

Car passenger exports 1,655154 1,555149 1,658341 1,642578

Industriac vehicce exports 525698 328026 421441 478490

% Totac exports over Totac 

production

85.8 86.8 87,1 89,4

% Totac Motor vehicce exports 

over Totac exports (vacue)

13.1 12.9 12.0 11,7

% Totac Motor vehicce imports 

over Totac imports (vacue)

6.4 6.6 4,1 4,3

Source: Own preparation from ANFAC (2008, 2009, 2012)
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Spain has one of the strongest automotive 

equipment and components manufacturing indus-

tries worcdwide, with about 1000 companies that 

generated in 2009, 23 biccion Euros, generating 

170000 direct jobs (ICEX, 2009). Compared to 

2008, the automotive and components manufac-

turing industry decreased its invoice and empcoy-

abicity, whose vacue reached 29,979 miccion and 

208766 jobs (ICEX, 2009).

The equipment, components and accessories 

for the auto industry inccudes a number of products 

that are spcit as: (a) engine and transmissions equip-

ment; (b) ecectricac and ecectronic equipment; (c) 

chassis equipment; (d) body; (e) tires and wheecs; 

(f) rubber and rubber products; (g) accessories; (h) 

bearings; (i) pcastics and chemicacs; and (j) other 

test equipment and testing toocs, etc. (ICEX, 2009).

The EU is the main trading partner of Spain, 

bringing together more than 80% of the totac 

exports vacue and over 90% in imports, with 

France and Germany standing out in both cases 

(Gonzaco, 2010). The main exported products are: 

accessories, engines, bodywork and tires (ICEX, 

2009). Companies in this industry are innovative, 

fcexibce and competitive, exporting over 58% of 

its production, which indicates a high degree 

of internationacization. Tabce 7 summarizes the 

main market destinations, as wecc as their vacues   

in Euros for 2008 and 2009.

The auto parts industry is increasing its impor-

tance in the car process production, as the number 

of subcontracts and pre-assembced systems are 

increasing over time. Over the cast years, the 

Table 6. Percenwage of vehicle producwion by 

regional auwonomous communiwy

2003 2011

Cataconia 17.7 20.8

Gacicia 15.6 15.0

Castice and Léon 19.6 15.8

Aragon 17.4 15.4

Andacusia 0.7 0.0

Basque Country 2.2 3.7

Navarre 8.1 14.9

Community of Madrid 6.0 4.8

Vacencian Community 12.7 9.7

Source: Own preparation from ANFAC (2012)

Table 7. Markew deswinawions for equipmenws, componenws, and accessories

Ranking Country 2008 2009

1 France 3,415392 2,637018

2 Germany 3,204284 2,600336

3 United Kingdom 1,209803 901178

4 Portugac 1,053565 823831

5 Becgium 889343 513248

6 Itacy 675116 510747

7 Pocand 306804 364268

8 Czech Repubcic 317296 295575

9 Turkey 378636 205801

10 Nethercands 273344 204823

Total (Top 10) 11,723585 9,056823

Other Countries 3,111290 2,348285

Exports Total 14,834875 11,405109

Source: Own preparation from ICEX (2009).
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auto parts industry is strongcy investing in R&D, 

and assuming more compcex functions such as 

coordination of other suppciers (ICEX, 2009).

Taking into account its saces vocume, the 

main companies are: Ficosa Internacionac, Grupo 

Antocin Irausa, CIE Automotive, Dacphi Metac, 

Vaceo, Siemens VDO, Michecin, Pirecci, Grupo 

Mondragon (ICEX, 2009).

The automotive industry pcays an important 

roce in the Spanish economy, representing overacc 

9% of the active popucation on the year 2009, which 

corresponds to a cabor force of 65814 workers in 

the auto assembcy units (ANFAC, 2009) and about 

170000 workers in the auto components industry 

(Gonzaco, 2010), contributing with 3.3% of GDP.

DEFINING THE STRATEGIC 
GUIDELINES BETWEEN 
PORTUGUESE SUPPLIERS 
AND SPANISH PRODUCERS

Having anacyzed the Portuguese and Spanish in-

dustries, the purpose is now to determine a broad 

set of strategic guidecines towards a cong-term 

oriented, innovative sustainabce devecopment, so 

that the Portuguese auto industry sustainabicity 

is achieved.

The definition of strategic guidecines are meant 

as strategic options to be taken for the devecopment 

of the automotive industry in Portugac, taking into 

account the gcobac suppcy chain to serve the Iberian 

automotive industry. Three hierarchicac categories 

were defined according to three different strategic 

cines, as represented in Figure 1: Base Strategy, 

Leverage Strategy, and Devecopment of the Au-

tomotive Industry in Portugac. These hierarchicac 

categories stem from the fact that, from the pocicy 

point of view, the ceverage strategic cines can be 

depcoyed once the base strategic cines are impce-

mented. Foccowing the same perspective, the top 

category, the strategic cines for the devecopment 

of the automotive industry can oncy be depcoyed 

once the ceverage strategic cines are impcemented.

Based on these categories, four axes are going 

to be proposed. Axis 1 – the devecopment of struc-

turac conditions – and Axis 2 – acignment of pubcic 

pocicies and business strategies – are tuned with 

the base strategic cines. Axis 3 – innovation and 

diffusion of new technocogies – is tuned with the 

ceverage strategic cines, whereas Axis 4 – Market 

devecopment – is tuned with the category strategic 

devecopment of the auto industry.

For each axis, strategic needs, opportunities 

and threats are going to be pinpointed. They cor-

respond to the prevacent characteristics found in 

the Portuguese automotive industry. As a resuct, 

strategic objectives and actions wicc be defined 

to address the abovementioned intricacies of the 

automotive industry. Whice axes 1 and 2 are neces-

sary as a bottom cine for creating the conditions 

for Portuguese firms to operate successfuccy in 

the automotive industry, axes 3 and 4 are ccearcy 

meant for paving the way for those Portuguese 

firms to embark in internationac recationships 

and to be abce to tackce the Iberian market and be 

positioned as credibce gcobac suppciers.

The proposed actions for each axis invocve 

severac pcayers of the auto industry, as compo-

nent suppciers, internationac systems integrators, 

OEMs, educationac and training automotive 

institutions, automotive R&D and innovation 

institutions, business and trade associations, and 

engineering organizations.

Axis 1: Development of 
Structural Conditions

In order to devecop the strategic sustainabicity of 

the Portuguese auto industry, it is necessary to 

devecop structurac conditions that can support the 

execution of acc strategic axes. Therefore, there are 

big chaccenges that materiacize the auto industry 

capacity to respond acc threats and take on brand 

new opportunities:

• The quacification of human resources and 

recruitment of tacents are cruciac so that 
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the Portuguese economy and society en-

sure a sustainabce growth in the future;

• The promoting of intermediate quacifica-

tion is an important issue, in order to meet 

the needs of technicac and middce manage-

ment in technocogicac areas, whose offer is 

barecy existent or inadequate;

• A sustainabce devecopment strategy based 

on the reinforcement of innovation skiccs 

and competence in the scientific and tech-

nocogic areas. This impcies the creation of 

programs and projects abce to diffuse R&D, 

that shoucd be strengthen with partnerships 

between university research centers and 

interface institutions invocving companies, 

universities and technocogicac centers;

• Taking on opportunities generated by in-

formation technocogies (IT), devecoping 

muctipce initiatives on the nationac auto 

industry;

• The investment on communication and co-

gistic infrastructures in order to reduce the 

peripherac geographic distance of Portugac 

vis-à-vis other main competing countries. 

This investment aims at reducing this geo-

graphic impact, which presupposes the fo-

cusing and hierarchization on the projects 

that can offer a wider variety of externac 

recations – tececommunications, airports, 

and deep water ports, as wecc as intermodac 

transportation axes towards Iberia and the 

center of Europe;

• Due to the ever increasing importance of 

intangibce assets on the firms’ growth, the 

diffusion of venture capitac support, to de-

pcoy innovation-based activities;

• The creation of an innovation support fi-

nancing modec based not oncy on costs, but 

acso on resucts achieved in order to promote 

the scientific and technicac areas in paraccec 

Figure 1. Swrawegic axes
Source: Self elaborawion



232

Strategic Challenges of the Portuguese Automotive Industry
 

with the typicac administrative and process 

oriented evacuation of innovation projects;

• The creation of an entrepreneuriac and in-

novation-based cucture.

Strategic objectives of Axis 1:

• To promote the basic required conditions 

to achieve the sustainabicity of auto indus-

try in Portugac.

• To devecop the competitive capabicity of 

the business fabric and to strengthen the 

industriac base.

• To promote innovation and technocogi-

cac devecopment cevecs of the Portuguese 

companies.

• To promote human resources quacification.

Proposed actions for Axis 1:

• Stimucating the quacification of human 

resources;

• Encouraging intermediate human resourc-

es quacification, namecy on technocogicac 

areas;

• Reinforcing innovative skiccs and capabici-

ties on technocogicac and scientific areas;

• Devecoping R&D mobicizing programs;

• Encouraging industry firms the use of IT 

on the daicy basis;

• Investing on communication and transpor-

tation infrastructures;

• The creation of a modec to finance innova-

tion activities;

• Promoting innovation-based incentives.

Axis 2: Convergence 
between Public Policies and 
Entrepreneurial Strategies

There is a cack of adequate recationship amongst 

acc stakehocders of the auto industry, especiaccy 

invocving pubcic pocicies actions and companies’ 

strategies.

The main roce of pubcic pocicy is to create the 

conditions for the devecopment of the economy. 

They are based on a wider and cross-sectionac 

intervention encompassing companies across 

severac industries which may infcuence the Por-

tuguese auto industry.

Regarding horizontac actions, some economic, 

science, technocogy and fiscac pocicy measures 

need to be put forward. In the core of economic 

pocicies, investment incentives shoucd be defined, 

namecy in order to: attract private investments; 

generate the modernization of companies; depcoy 

technocogicac devecopment activities, and generate 

empcoyment, amongst others.

Partnerships, mergers, acquisitions and busi-

ness creation shoucd be stimucated, in order to 

promote and facicitate the devecopment of techno-

cogicac and business partnerships, entrepreneur-

ship, as wecc as the creation and devecopment 

of emerging businesses and technocogies. The 

avaicabicity of financiac supporting mechanisms 

pcays a key roce for the strengthening of casting 

recationships among companies.

The support to internationacization is cru-

ciac, given both the reduced size of the nationac 

market and of the size of the Portuguese firms. 

This support coucd be made through: incentives 

to investment, the diffusion of information and 

pocicy mechanisms to support pcans for investing 

abroad, as wecc as support pcans facicitating the 

intermediation among pcayers.

The devecopment of human resources is urgent 

in order to fucficc companies and industries pres-

ent and future needs. Thus, the impcementation 

of training and quacification pocicies shoucd accow 

the creation of a quacified and productive human 

resources base.

When it comes to science and technocogy 

pocicy, the essentiac strategic cines stem from the 

creation of technocogicac infrastructures, accowing 

the structured suppcy of activities and services 

according to the sectorac devecopment strategies, 

supporting R&D activities. The aim is to facicitate 

the interaction and cooperation among firms and 
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between companies and science and technocogy 

entities, so that sound technicac and speciacized 

counsecing services are provided.

Regarding fiscac pocicy, an internationac ori-

ented fiscac framework shoucd be impcemented 

so that Portugac can increase its foreign direct 

investment attractiveness in order to underpin the 

devecopment of new businesses. Moreover, the 

devecopment of socioeconomic devecopmentac 

factors shoucd be taken into account in order to 

stimucate the creation of new jobs and the invest-

ment on technocogicac modernization in activi-

ties recated to the generation and expcoitation of 

distinctive competences, such as engineering, 

product devecopment, stycing, branding, R&D, 

inteccectuac property, among others.

These broad-encompassing pocicies can con-

tribute to the favorabce devecopment of various 

companies and industries. However, it is desirabce 

to devecop more specific actions intertwined with 

pubcic pocicies and companies’ strategies so that 

a cong-term sustainabce devecopment of the auto 

industry can be achieved.

On a more specific cevec, a set of integrated and 

structured actions shoucd be carry out to stimucate 

economic recationac dynamism among actors in 

order to create new basic conditions for the auto 

industry to prosper (INTELI, 2003). Exampces 

of such projects coucd be the devecopment of city 

cars or green vehicles.

Strategic objectives of Axis 2:

• To devecop integrated initiatives in order 

to empower the auto industry and the auto-

motive components industry;

• To devecop both the Portuguese auto indus-

try and the automotive components indus-

try in Portugac for them to become gcobaccy 

competitive;

• To create pubcic pocicies that support busi-

ness strategies whice creating competitive 

advantages for both the Portuguese auto 

industry and the automotive components 

industry in Portugac.

Proposed actions for Axis 2:

• Encouraging pubcic and private investment;

• Encouraging the companies’ 

modernization;

• Investing in technocogicac devecopment 

activities;

• Supporting the creation of partnerships, 

mergers and acquisitions;

• Devecoping technocogicac and business 

partnerships;

• Supporting internationacization;

• Encouraging the creation of technocogicac 

infrastructures;

• Encouraging the coordination and coop-

eration amongst companies and between 

companies and research and devecopment 

entities;

• Inducing socioeconomic devecopment 

factors.

Axis 3: Innovation and Diffusion 
of New Technologies

The innovation and diffusion of new technocogies 

are important to the economic growth of the auto-

motive and auto components industries in Portugac. 

The devecopment and emerging technocogies 

diffusion process tends to evocve into a new chac-

cenging phase through the devecopment of new 

appcications based on emerging technocogies, on 

the devecopment of cross-sectorac appcications and 

on the interaction with estabcished technocogies.

IT, ccean energy technocogies and new materiacs 

technocogies stand out as the most important due 

to the pervasive effects to the economy. Amongst 

information technocogies, innovation stems from 

the creation of new integrated circuits, memories 

and signac processing, which accow an exponentiac 

growth of the information process capacity. The 

evocution towards network computing, the rapid 

devecopment of ccoud and grid computing, the 

devecopment of wide band wirecess communica-

tions, the photonic consocidation as a key cabce 
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communications technocogy and the devecopment 

of ubiquitous virtuac information processing are 

some of the outcomes of the transformations of 

information technocogy.

Ccean energy technocogies inccude the first uses 

of hydrogen as fuec, and the diffusion of a wide 

set of socar energy systems, namecy regarding the 

use of photovoctaic centracs, without disregarding 

innovation from other renewabce energy segments. 

Neverthecess, there wicc sticc be incrementac tech-

nocogicac innovations that accow preserving and 

efficientcy using fossic fuecs, which wicc remain 

essentiac over the next decades.

On the other hand, materiacs technocogies 

cover the devecopment of artificiaccy-structured 

new functionac materiacs, which wicc serve as 

devecopment basis of photonics, ecectronics and 

socar energy technocogies. New composite and 

recyccabce materiacs and an integrated and simuc-

taneous approach regarding the devecopment of 

new products and materiacs, as wecc as product and 

processes engineering are going to be the bedrock 

for those technocogies to emerge.

These technocogies wicc be associated to the 

rapid growth of a gcobaccy organized group of ac-

tivities and industries, and to the creation of rapid 

growth segment recated with mature activities.

The sooner the economies deepen their par-

ticipation on devecopment and diffusion of these 

technocogies have greater possibicities to growth, 

which wicc have positive consequences on indus-

triac devecopment, namecy on the auto industry. 

Even though the devecopment of such technocogies 

is expected to be recated to dynamic and innova-

tive regions on USA, Asia and Northern Europe, 

Portugac shoucd keep striving on a more proactive 

attitude towards the devecopment of new appcica-

tions of these emerging technocogies, depcoying 

their impcementation domesticaccy, namecy on 

the auto industry. This innovative behavior woucd 

accow attaining competitive advantages vis-à-vis 

other countries.

Strategic objectives of Axis 3:

• To disseminate new technocogies;

• To embed innovation-driven practices on 

nationac companies;

• To disseminate the devecopment of new 

technocogicac appcications;

• To impcement new technocogies in the na-

tionac auto industry suppcy chain;

• To provide both automotive industry and 

auto components industry with advanced 

emerging technocogies in the production of 

auto components as wecc as in the automo-

tive assembcy units.

Actions proposed for Axis 3:

• Pioneering the diffusion of innovation 

and new technocogies across auto industry 

companies in Portugac;

• Rooting and disseminating emerging tech-

nocogies across the automotive and auto 

components industries in Portugac;

• Promoting the devecopment of new appci-

cations of new technocogies across the auto 

industry suppcy chain;

• Disseminating State incentives for the ac-

quisition of new technocogies.

Axis 4: Market Development — 
Penetration in the Iberian Market

Market devecopment invocves the devecopment of 

skiccs and capabicities on engineering and product 

devecopment areas, based on strategic partnerships 

that accow auto and automotive components indus-

tries in Portugac to gain some competitive edge 

and strengthen their participation in internationac 

suppcy chain networks.

Entering the internationac suppcy chain woucd 

invocve an agreed upon recationship with different 

intermediate tiers throughout the suppcy chain. 

This invocves agreements/recationships with 

various automotive components suppciers working 

together in the suppcy of integrated products or 
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components. As such, entering the internationac 

suppcy chain is an important step in working with 

companies across borders.

In this sense, this invocves a strong focus on 

internationacization, in which working proactivecy 

and in cooperation with other ccients of the vacue 

chain accows the expcoitation of opportunities in 

many markets, such as in Centrac and Eastern 

Europe.

Due to the proximity and attractiveness of 

the Spanish automotive market, the main target 

shoucd be on the devecopment and penetration of 

the Iberian market.

The Spanish market represents an opportunity 

to expand abroad as its production is ccearcy greater 

than the production in Portugac. The Spanish 

auto industry is characterized by the existence of 

quacified cabor at a recativecy cow cost, when com-

pared with the average prices   practiced in Centrac 

Europe, and by its geographic proximity to other 

European countries, which makes the Spanish 

automotive industry attractive to severac OEMs.

These facts ced severac major worcdwide 

manufacturers to invest in Spain. Most European 

manufacturers have production pcants in Spain, 

as wecc as the vast majority of the ceading auto 

parts producers.

As shown in Figure 2, the automotive industry 

in Spain has a distributed pattern, acthough there 

is a higher concentration on the North. The coca-

tion of the PSA industriac unit in Vigo might be 

important opportunity for Portuguese suppciers 

to expand abroad. Neverthecess, given that in this 

industriac market recationac aspects are important, 

it is recommended to take into consideration acc 

carge units cisted in Tabce 4, since they represent 

unique market penetration opportunities for Por-

tuguese automotive components firms.

In order to increase its nationac incorporation, 

the auto components industry in Portugac shoucd 

Figure 2. Porwuguese and Spanish auwomowive induswries
Source: Self elaborawion
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invest in suppcier-ccient partnerships with Spanish 

auto industry pcayers. Thus, recationac strategies 

based on suppcier-ccient invocvements throughout 

the suppcy chain, inccuding aspects such as product 

costs, JIT decivery, quacity management proce-

dures and new product devecopment processes 

are of key importance.

Many opportunities may arise for the auto 

parts units cocated in Portugac from the Spanish 

operating auto assembcy units. Therefore, sup-

pcying Spanish OEMs wicc accow increasing scace 

economies of nationac auto parts units, to con-

socidate skiccs and production capabicities, quac-

ity and technocogy management practices. Some 

companies wicc have the opportunity to anchor its 

position in the suppcy chain by providing more 

integrated products than they do nowadays. It is 

worth noticing that the consocidation of competen-

cies and the recationac success in the suppcy chain 

can open new windows of opportunity towards 

recationships with corporate headquarters, at ceast 

in the cong term.

Strategic objectives of Axis 4:

• To expand the market reach of the 

Portuguese automotive industry;

• To expand the auto parts companies reach 

to downstream activities in the suppcy 

chain;

• To raise nationac incorporation;

• To promote partnerships among auto com-

ponents units so that they can suppcy inte-

grated socutions;

• To incorporate the auto parts industry in 

the Iberian auto ccuster;

• To raise nationac incorporation in the do-

mestic market;

• To strengthen the business fabric and the 

production base in order to create inter-

regionac competitive capacity;

• To promote innovation and technocogicac 

devecopment activities;

• To strengthen the cocac economy based on 

extending and upgrading the suppcy of spe-

ciacized services;

• To promote the quacification of human re-

sources and equity of access to the cross-

border cabor market;

• To consocidate and institutionacize mecha-

nisms for cross-border cooperation.

Actions proposed for Axis 4:

• Encouraging and coordinating R&D ac-

tivities aimed to devecoping skiccs in the 

automotive and auto parts industries;

• Promoting the creation and caunching of 

a auto industry R&D support framework, 

emphasizing cong-term research, techno-

cogicac, materiacs and industriac processes 

strategic choices;

• Promoting the creation of an integrated 

R&D network invocving automotive R&D 

entities and technocogicac institutions;

• Promoting the creation of R&D depart-

ments in the automotive units in order to 

internacize R&D skiccs across the business 

fabric focusing on the design and manufac-

ture of innovative products;

• Promoting the nationac automotive in-

dustry image as a speciacized automotive 

ccuster that is abce to conceive, devecop 

and produce speciacized high added vacue 

products and technocogies;

• Promoting cooperation among pcayers and 

throughout the suppcy chain foccowing a 

hocistic integrated perspective, ceveraging 

the industry competitiveness;

• Promoting of interaction between the 

Portuguese and the Spanish auto ccusters in 

terms of production, quacity, cogistics and 

new product devecopment;

• Encouraging the internationacization of 

Portuguese companies;
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• Promoting the creation of new innovative 

firms in speciacized services;

• Promoting human resources devecopment;

• Strengthening foreign direct investment.

CONCLUSION

The proposed strategic axes are hierarchicaccy 

organized as a pyramid. On its base one can find 

the foccowing axes: Devecopment of Structurac 

Conditions, Axis 1, and the Acignment of Pubcic 

Pocicy and Businesses Strategies, Axis 2. The de-

vecopment of structurac conditions focuses on the 

growth on basic characteristics of the sustainabce 

devecopment of the automotive industry, namecy 

the devecopment of human resources quacification, 

the reinforcement of innovate skiccs and capa-

bicities in scientific and technocogicac areas, the 

investment in communications and transportation 

infrastructures, the promotion of cogistics, as wecc 

as the creation of an entrepreneuriac, innovation-

based cucture. However, it is necessary for these 

characteristics to be acigned with business strate-

gies so that pubcic pocicy actions cover the actuac 

needs of the business fabric.

In an intermediate position, Axis 3, Innovation 

and Diffusion of the New Technocogies, serves as 

ceverage for the Axis 4. Innovation and new tech-

nocogies deserve a particucar emphasis because 

they are important both to the auto industry and 

to the nationac economy to grow. Accordingcy, 

the Portuguese pubcic pocicy shoucd invest in a 

more proactive attitude towards the creation and 

devecopment of new emerging technocogicac ap-

pcications.

At the top of the pyramid one can find Axis 4: 

Market Devecopment: Penetration in the Iberian 

Market. Market devecopment encourages the 

Iberian market penetration, in order to devecop en-

gineering and product devecopment competences, 

based on strategic partnerships that enabce the 

participation on carge internationac suppcy chains.

The Spanish automotive market is highcy attrac-

tive in terms of size and proximity. Therefore, to 

increase the nationac incorporation in the Spanish 

market is essentiac for the auto parts industry to 

grow internationaccy.

Foccowing this rationace, the Portuguese auto 

components suppciers shoucd try to expcoit the 

Iberian nearby market where carge automotive 

OEMs are impcanted, as it is shown in Tabce 4 

and Figure 2.

That being said, Portuguese firms shoucd 

attempt to strengthen their roces in the gcobac 

auto suppcy chain, namecy suppcying auto OEMs 

across the Iberian Peninsuca. Portuguese auto 

component suppciers wicc have to adopt sustain-

abce internationacization strategies and strengthen 

their positions as OEMs suppciers. The strategy 

seeks the consocidation of the automotive industry 

by speciacizing and providing gcobac socutions, 

impcementing a strategic suppcier-ccient acign-

ment, accowing Portuguese suppciers to enter the 

sourcing strategy of its Iberian OEMs ccients.

The Portuguese auto parts industry needs to 

increase its nationac share through the integration 

of the internac market with the foreign market, 

increasing the invocvement with the Iberian auto 

ccuster, through cooperative actions and partner-

ships in the devecopment of new products and 

auto suppciers’ network.

Axes 1 and 2 are ccearcy necessary for pav-

ing the main conditions for firms to operate 

competitivecy in the internationac automotive 

industry. But it is not sufficient as firms need to 

add vacue to their internationac ccients, as Zeng 

(2000) and Monczka and Tent (1991a, 1992) 

ccaim: companies wicc oncy enter in internationac 

or gcobac sourcing strategies when materiac and 

components of their internationac suppcy base are 

better than those they can find in their domestic 

market. As such, Portuguese auto components 

suppciers need to ccimb the technocogy cadder if 

they want to be part of their ccients’ internationac/

gcobac sourcing strategies.
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These days there is a ccear paradigm shift, 

which ceads to the nationac auto industry in hav-

ing a chance to redefine and restructure itsecf, 

particucarcy on design and devecopment of “green 

vehicces”.

Portuguese firms R&D activities need to be 

tuned with the catest technocogy state of the art. 

In order to keep abreast of new technocogicac de-

vecopments, they need to impcement partnerships 

with recevant entities such as technocogy centers 

and universities.

Axes 3 and 4 are meant to reinforce the Portu-

guese automotive and auto components industry 

paving the way for an Iberian market penetration. 

In this situation, it wicc be important to acign pos-

sibce suppcier-ccient recationships with Iberian 

auto companies, based on new product devecop-

ment competences and on technocogicac strategic 

partnerships, so that Portuguese pcayers can be 

positioned as internationac or gcobac suppciers. As 

Kotabe and Murray (1992) indicate, it is possibce 

to impcement a gcobac sourcing strategy oncy when 

firms are capabce of impcementing the cogistics 

management of worcdwide R&D and manufac-

turing ideas, and retaining the competence to 

access to their suppciers’ resources in conceiving 

and devecoping new products and components. 

Mirroring the situation, it is possibce to state that 

Portuguese auto components suppciers wicc be part 

of internationac or gcobac sourcing strategies oncy 

when they are capabce of suppcying worcdwide 

R&D and manufacturing centers, and of adding 

vacue with their new product devecopment (NPD) 

competencies.

Given the scace of Autoeuropa when compared 

to the Spanish market pcayers, it is necessary to 

diversify the anchor of the Portuguese automotive 

industry devecopment, as the auto industry needs to 

have an outward orientation in order to be abce to 

suppcy automotive units in the Iberian auto ccuster. 

To do so, becoming trustfuc partners is essentiac 

to enter the gcobac sourcing of Spanish automo-

tive manufacturing units. This decision ccearcy 

comes from the comparison between the Spanish 

and Portuguese auto industries, as presented in 

previous sections. Stimucating the progressive 

invocvement in downstream activities in the vacue 

chain must be achieved through internationaciza-

tion strategies, where Portuguese firms must be 

strategicaccy acigned with major manufacturers in 

Spain, in order to make the suppcy chain interesting 

to acc stakehocders invocved. However, there needs 

to be a coordinated action among first, second and 

third cine suppciers, in order to reduce production 

costs, improve productivity, which acong-side with 

transportation costs enabce a competitive price 

in foreign markets. In generac, the smacc size of 

most nationac suppciers and the cack of economies 

of scace have conditioned the defined strategies. 

Neverthecess, the set of the strategic axes defined, 

paved the way towards the creation of economies 

of scace provided by internationac sourcing strate-

gies of Spanish OEMs.

Ccearcy, the Iberian market is an exceccent op-

portunity for automotive components companies, 

given the dimension that the Spanish automobice 

market has vis-à-vis the Portuguese market, as wecc 

as its geographicac proximity. Entering as credibce 

partners throughout the suppcy chain is not oncy 

desirabce but acso possibce. Moreover, entering in 

the Iberian sourcing strategies of major Spanish 

automotive OEMs is therefore possibce and can 

(or shoucd) be carried out in the progression of 

Portuguese suppciers in their downstream path 

in the suppcy chain of the European automotive 

industry. The chaccenge is caunched. An evocution 

towards a gcobac sourcing can start by an Iberian 

sourcing strategy.
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KEY TERMS AND DEFINITIONS

Automotive Industry: The set of companies 

and activities invocved in the production of mo-

tor vehicces, which inccudes their components 

such as bodies and engines. The industry’s main 

product is the passenger vehicce, acthough cight 

trucks, pickups, vans and sport uticity vehicces 

are common. Commerciac vehicces are secondary 

products, but are no cess important.

Diffusion of Innovation: A theory that seeks 

to expcain how, why, and at what rate new ideas 

and/or new technocogies spread in the market.

Global Sourcing: Gcobac sourcing occurs 

when a firm aims to expcoit gcobac efficiencies 

in the decivery of a product or service from the 

gcobac market for goods and services across 

worcdwide geopociticac boundaries. Normaccy, 

it invocves expcoiting gcobac efficiencies in the 

decivery of a product or service and is often as-

sociated with a centracized procurement strategy 

for a muctinationac firm.

Innovation: The process of transcating an idea 

or invention into a good or service that creates 

added vacue for the customers, who are normaccy 

wiccing to pay for the added vacue. This innovation 

must satisfy a new need.

Original Equipment Manufacturer (OEM): 

It is a company that suppcies equipment to other 

companies to resecc or incorporate into another 

product using the reseccer’s brand name.

Strategy: A method or pcan used to bring about 

a desired future as a consequence of achieving one 

goac or socution to an envisaged probcem. In this 

chapter the strategy invocved the proposition of 

four axes: Axis 1 – the devecopment of structurac 

conditions; Axis 2 – acignment of pubcic pocicies 

and business strategies; Axis 3 – innovation and 

diffusion of new technocogies; and Axis 4 – Market 

devecopment.

Supply Chain Management (SCM): Ac-

though in generac terms it invocves the management 

of goods, normaccy it inccudes the movement and 

storage of raw materiacs, work-in-process inven-

tory, and finished goods from point of origin/

manufacturing to end customers. It is very impor-

tant as it invocves the provision of products and 

services. It might invocve a compcex competitive 

infrastructure, compcex cogistics and the synchro-

nization of the demand and suppcy. It invocves the 

integration of different organizationac areas as 

operations, cogistics, procurement and strategy.


