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Bringing new momentum to the automotive industry – the case of Saxony

Volkmar Vogel, Manager “Automotive Supplier Network Saxony 2005”

Ministry of Employment and Economic Affairs Saxony, Germany

1. Introduction

Saxony has contributed more than practically any other region to the industrial

development of Germany. Its traditions in the motor industry go back more than 100

years. The awareness for such traditions among the engineers and workers, and new

innovative Saxon approaches, are the background to the successful development.

And that is what I would like to talk to you about today.
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 The Saxon vehicle industry

Saxony ideally combines its 
traditional culture with the innovations of modern vehicle production.

The Zwinger in Dresden Volkswagen’s Glass Factory
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Saxony has returned impressively to the international automobile arena as a strong

motor industry region.

The industrial culture and industrial landscape left behind co-ordinates which could

not simply be wiped out. The conviction that the region will soon be able to reclaim a

significant position among the economic centres in Germany, is based on

firstly, Saxony's economic policy, and

secondly,  to no small degree, on our bringing historical successes and past

achievements back to the foreground.

From the history of the Saxon motor industry, it can be seen that it was the

concentration of forces which brought international technical and economic success.

The second-largest German motor group Auto-Union, which existed up to 1945, is a

perfect example.

With its network initiative "Motor Industry Supplier Saxony 2005“, the Saxon Ministry

for Economic Affairs and Labour is currently bundling the competence, experience

and potential present in the region in the motor industry suppliers sector.

2.  Basis for success

The motor industry, including its suppliers, occupies a key role for the economic

location Saxony. In 1999, the motor industry accounted for 18.5 per cent of the total

turnover volume of the manufacturing industries, and provided work for over 60,000

employees. The objective pursued by the Ministry of Economic Affairs with the

special initiative "Motor Industry Supplier Saxony 2005" is to increase the

competitiveness, innovative strength and real-value output of the small and medium-

size enterprises among the motor industry suppliers.

What is so special here? Why is the automobile sector able to grow despite intense

national and international competition?

The economic policies deliberately make use of Saxony's advantages.
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On the one hand the industrial and engineering traditions, on the other hand the high

level of training and modern forms of co-operation between the enterprises.

⇒ Bild 2

This includes the important Saxon research and development landscape.

When the Saxon motor industry first emerged some 100 years ago, it was able to call

upon an already highly developed general engineering sector. Skilled workers were

available in sufficient numbers.

By the time of the First World War there were already a dozen vehicle manufacturers.

In Zwickau there was Horch, and from 1909 Audi.
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* Education in Germany:
advanced: university, technical college, certified master craftsman
high: high school, apprenticeship
basic: non -  degreed education  IIC-Industrial Investment Council-Confidential
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⇒ Bild 3

Already in 1928, the company DKW in Zschopau was the largest motorcycle

manufacturer in the world. One of its motorcycles served as a start-up product for

today's world-market leaders Yamaha.
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⇒⇒ Bild 4: RT 125

Time and again, the Saxon industry was successful in implementing advances in

design in new technologies, and in mastering the accompanying manufacturing

processes.

The first front-wheel-drive car with a 2-cylinder/2-stroke engine dates from the year

1931.
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Pioneer achievements such as the Horch 8-cylinder passenger car provide further

examples.

⇒ Bild 5

Verbundinitiative

Automobilzulieferer Sachsen 2005

Im Auftrag des Sächsischen Staatsministeriums für Wirtschaft und Arbeit

Projektträger RKW Sachsen GmbH Dienstleistung und Beratung 

♦ The Berlin Automobile Exhibition was a showcase for the presentation of a new class of
    German automobile from Horch: the Horch 303.
♦ This was the first car to feature an eight-cylinder engine, something which would be
    standard for all models after 1927.
♦ The Horch 303 immediately became the symbol of top quality in the German automobile
    industry.

Horch 303
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The idea of using plastic in automobile manufacturing is also a child of the

engineering spirit in the region.

⇒ Bild 6

AWZ Zwickau (Automobilwerk Zwickau), formerly Audi, took the honour of bringing

the first series-produced cars with moulded plastic bodywork onto the market. That

was in the year 1958, and a consequence of the shortages in the East German

economy. There was not sufficient thin deep-drawing sheet available. What was

available, however, was the plywood bodywork which had already been produced at

DKW, laminated with plastic layers. The last Trabant with thermoset bodywork came

off the production line on 30th April 1991.
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Volkswagen, today the most important car manufacturer (OEM) in Saxony, is holding

up long-standing automobile traditions in Saxony, which are linked above all with the

Auto-Union. The distinctive four rings of global players Audi actually symbolise the

four Saxon companies Horch, Audi, Wanderer and DKW.

⇒ Bild 7

By the way: Mr. Horch founded the company Audi at the same location Zwickau in

1909, after differences with his supervisory board. The name "Audi" is simply the

Latin translation of the German word "Horch".

For the Volkswagen models Golf and Passat which run off the Saxon production lines

today, the company was able to call upon skilled workers in a local region with a

century of traditions.

The investments of Volkswagen AG in Saxony formed the basis for the continued

significance of the Saxon motor industry region after German Unification.

All insiders are convinced that it was Mr. Carl Hahn, at the time director at VW AG,

who exerted the decisive influence. Mr. Hahn was born in Chemnitz, and his father

was co-founder of the Auto-Union, which had its headquarters also in Chemnitz.
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The new trademark of the AUTO UNION

♦ A watershed date in Audi's history was June 29, 1932.
♦ That was when Audi joined Horch, DKW and the Wanderer Automobile Department to
    become the AUTO UNION AG, under the sign of the four rings.
♦ The joint Chemnitz-based firm was soon to become the second largest manufacturer of
    motor vehicles in Germany.
♦ The symbol of four linked rings, now known the world over, stood for the unbreakable
    union of the four founder companies.
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Already in those days the standards were being set for the integration of the

expanding sector of motor industry suppliers.

That is of more than just symbolic value for me, as project manager of the initiative

Motor Industry Supplier Saxony 2005, and my team.

Working just 500 metres from the former head offices of the Auto-Union, we see it as

a duty and obligation to be active in the new supplier industry and from here to

influence such innovative topics as virtual development tools. Already before 1945,

the first-ever crash  tests were also performed here.

⇒ Bild 8
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♦ The AUTO UNION in Chemnitz was the first German auto manufacturer to plan and set up
    an empirical crash testing system able to meet even today's standards.
♦ Both head-on and side-on collisions as well as lateral roll-overs were realistically
    simulated.
♦ More than three-thousand patents world-wide were granted to the Saxony engineers.

The first crash tests
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Saxony's historical advantages are the basis for the current progress in Saxony. The

successful strategy followed by Volkswagen in Saxony, namely to achieve greater

flexibility and productivity through new forms of labour division and partnership

between manufacturer, supplier and service-providers, has influenced and altered the

Saxon motor industry landscape.

⇒ Bild 9

The new automobile projects in Saxony, the manufactory in Dresden and the

Porsche works in Leipzig, are to operate with similar cooperative factory concepts

and a minimum production depth. That, especially, increases the demands placed on

the suppliers, both on suppliers of modules and on component and parts suppliers.
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Volkswagen‘s Glass Factory in Dresden
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3. Current demands

Which demands from the motor industry are to be satisfied? Where does the initiative

need to offer particular support?

⇒ Bild 10

OEM demands are:

- Manufacturing and delivery of modules in sequence

- Proof of logistics and technology competence; that means development,

production and delivery to the customer

- Flexibility and mobility both within the production facilities and beyond; that

means being able to meet also global demands

- E-business capabilities at production partners for purchasing and order

processing

The Saxon suppliers, which can be divided into the two groups international and

German module suppliers with branch facilities in Saxony (approx. 20 companies),

approx. 300 small and ultra-small suppliers, must be able to adapt continuously to the

processes of change in the motor industry.
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 OEM demands

  

  

  

  

Manufacturing and delivery of modules in sequence

Proof of logistics and technology competence

Flexibility and mobility both within the production facilities and
beyond

E-business capabilities
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4. The concept of the initiative

How can the initiative of the Ministry of Economic Affairs influence the speed and

effectiveness of the change processes which are also affecting the supplier industry?

A concept has been elaborated to plot the path ahead for the successive

development of an overall vehicle competence in the supplier sector in Saxony.

Attention is also given to locations of foreign enterprises, for example TAKATA,

Toyoda Denso (Japan) or Southwall Europe (USA).

⇒ Bild 11

We are fully aware that the modern supplier must stand out not only through

manufacturing and logistics competence, but also through innovation and

development potential.

What we need to establish are enterprise constellations which are able to meet the

customer demands for innovative services and supplies of special vehicle component

and module product groups. This is now already being tackled with the organisation

of effective co-operation networks.
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Toyoda Automatic Loom Works and
Denso Corp.
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Projects which lead to innovative, competitive products and manufacturing processes

are prerequisites for successful co-operation. Support measures in research and

development and in competence development underline the essential aims in project

implementation. Innovation through co-operation is thus one of the principle goals of

the initiative.

⇒ Bild 12

Saxony possesses an extremely diverse higher-education landscape: 3 universities,

5 colleges of technology and economics and 22 technology business-founder

centres.

40 % of the R&D staff working in the Eastern German Länder in 1999 were employed

in Saxony. The imperative integration of the scientific institutions into the initiative is

achieved at two levels, as appropriate to the problem to be solved:

Co-operation aimed at new products,

Networks to solve problems which are not specific to individual products, for example

tools for virtual development.
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University of
Leipzig

Technical University
of Chemnitz

Technical University
of Dresden

Universities of Applied Sciences

Selected research topics

• particle-filter-system for diesel engines 

• injection systems for diesel engines

• piezo-actuators for precise diesel injection

• usage of aluminium for ultra lightweight construction
• miniaturization of assemblies and components
• mikrocompounds e.g. cooler

Research for the automotive industry
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What else does the initiative concept involve?

The formula is:

Innovation through co-operation = success

⇒ Bild 13

Innovations in products, innovations in manufacturing and logistics processes, but

also innovations for the initiative itself, as with the establishment of highly effective

partnerships.
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INNOVATION through KOOPERATION

= SUCCESS

The initiative concept
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As the first results of the initiative have already shown, successful market access and

a high degree of market stability can be achieved on the basis of unique qualities,

offered in the form of innovative products and processes. The programme is

structured in two stages.

⇒ Bild 14

The initiation of product and process ideas stands in the foreground. At the second

stage, the operational requirements for the implementation of new products and

processes are then derived. In the field of competence development, measures are

introduced to overcome knowledge deficits and to promote new forms of knowledge

provision. The simultaneous provision of the very latest project-related knowledge

during the product development process is one of the ambitious objectives.
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1st Stage 2nd Stage

Two-Stage- Programme

The initiation of product
and process ideas stands
in the foreground.

The operational requirements
for the implementation of new
products and processes are
derived.
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Innovation through co-operation is aimed at two target groups:

Process innovation to save costs in the manufacturing of Saxon vehicle components,

and for supplies to module manufacturers in Saxony,

and furthermore

Product and process innovation to develop new Saxon vehicle module

manufacturers.

⇒ Bild 15
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Development of an overall vehicle competence in Saxony

Process innovation
Ä to save costs in the
    manufacturing of Saxon vehicle
    components
Ä for supplies to module
    manufacturers in Saxony

1st  2nd

Two target groups

Product and process
innovation

Ä to develop new Saxon vehicle
    module manufacturers
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The emphasis is generally placed on networking. It is particularly notable here that

Saxon machinery and plant engineering enterprises, too, are purposely integrated

into the networks on account of their technical, research and development

competence.

⇒ Bild 16

Machinery suppliers Werkzeugmaschinenfabrik Vogtland, for example, will soon be

delivering not only equipment, but also vehicle parts to Volkswagen AG in Chemnitz

and Mlada Boleslav. The Saxon plant-planners Krupp-Drauz recently themselves

began the manufacturing of bodywork parts (B columns for the Passat) for

Volkswagen. The role of the Saxon machine-builders in the motor industry has

historical roots.

Via innovation through co-operation, and the early involvement of suppliers in vehicle

development and manufacturing process design, it is possible to capture the initial

attention of the customers. The chances of receiving supplier contracts increase

dramatically in the wake of successful development commissions.
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Werkzeugmaschinenfabrik
VOGTLAND

Plauen, Saxony Hohenstein-Ernstthal, Saxony

Krupp Drauz GmbH
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The establishment of overall vehicle competence in Saxony, defined as a principal

goal in the concept, calls for a special approach to consolidate innovation, right up to

necessary qualifications to be able to participate successfully in competition already

at the concept stage. This means innovations for parts, components and modules.

Only permanent innovation brings technical leadership and market advantages.

Access to the vehicle manufacturers is for the suppliers more and more a question of

their innovation competence.

The initiative exerts influence on the methods used to accelerate the innovation

process. Small and medium-size enterprises with know-how and a high level of

innovation can expect above-average opportunities with high-tech developments for

small series and niche products. Efforts to develop innovations in the niche sector are

especially promising for Saxon enterprises and are to be given preferential treatment,

whereby innovation is to be seen as any measure which increases the

competitiveness of a product. This includes solutions in manufacturing, packaging,

logistics, service and in quality assurance.

How can we achieve the early integration of our suppliers and the vehicle and

vehicle-module manufacturers?

Through close links between science and the economy (Saxony offers the necessary

prerequisites)
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⇒ Bild 17

Possible measures are:

- Expansion of the development capacities at our motor industry suppliers

- Involvement of engineering enterprises and university institutes in product-

related cooperation networks

- Strengthening of the Saxon engineering enterprises through the formation of a

“motor industry supplier/engineering network Saxony", with concentration on

key innovation issues such as virtual development, e-commerce, vehicle

electronics or alternative drive systems.
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Measures

  

  

  

Expansion of the development capacities at our motor industry
suppliers

Involvement of engineering enterprises and university institutes
in product-related cooperation networks

Strengthening of the Saxon engineering enterprises through the
formation of a  ”motor industry supplier/engineering network

Saxony",



20
T/Masuch/Dr. Vogel/4_10_00 OECD

Cooperation supports essentially projects aimed at attaining a higher supplier status.

The majority of Saxon companies are parts producers. Cooperation among parts

producers, with the goal of being able to produce and offer components, is one of the

focal tasks of the initiative.

⇒⇒ Bild 18
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OEMOEM

systems,
modules

system producers
modul producers

(1 st - tier supplier )

components

component producers
(2 nd - tier supplier )

Focus AMZ

parts producers

(3 rd - tier supplier )

Supplier structures
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4. Results

The vehicle manufacturers (BMW, Ford, DaimlerChrysler, Volkswagen) are

supporting the initiative and are working with us in the project committee.  More than

300 companies have already been entered into a special cooperation database.

⇒ Bild 19

20 joint projects have been prepared and 8 have been backed up with contracts.

Scientific institutions are integrated into the cooperation networks. One example: 3

producers, an engineering partner and an initiative network manager are working

together on a new product "Restraining system".
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www.carnet.sachsen.de
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Further points on the agenda are:

Steering gear

Injection pumps

Air suspension

Parts made using natural fibres

Special bodywork elements

We are also striving to promote international cooperation. On the one hand with a

view to our European neighbours, but on the other hand also to other important

automobile regions worldwide. A pilot project is in preparation in Thailand.


