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Outline

* Looking back - How did North America’s auto
industry become integrated?

* Industry characteristics today



Auto industry history

* There is a long history of vehicle production in
each of the North American countries

— Example: Ford Motor Company. It started producing
vehicles in all of North America early on:

e U.S.: 1903
e Canada: 1904
e Mexico: 1925

* Yet, U.S., Canada, and Mexico were treated as
separate markets

— This was mostly due to trade restrictions



US-Canada integration

e U.S.-Canada Auto Pact, 1965
— Eliminated all tariffs on vehicles and parts

— Canada was guaranteed a minimum level of
production

— Allowed increase in specialization

— “The Auto Pact allowed the Big Three to rationalize
vehicle and in-house component production in Canada
and fully integrate it with their production units in the
United States to form one production and marketing
system.” (Kumar and Holmes, in: Weintraub and

Sands, 1998
 U.S.-Canada Free Trade Agreement, 1989



Mexico joins in

* Mexico starts liberalizing its trade policies
during the 1980s

* Process culminated with the implementation
of NAFTA in 1994

* NAFTA rules were phased in over the
agreement’s first ten years



Integration lead to re-allocation

Share of North America’s light vehicle production (%)

Canada

Mexico 6 11 19 23
U.S. 78 72 64 65
Total 100 100 100 100
Vehicles

(millions) 14.9 17.2 11.9 16.9

Source: Author’s calculations based on WardsAuto Infobank



Overseas producers growing across the region

Light vehicle production by OEM group and country, in million units
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Today: integrated industry

* Production of vehicles & parts
 Geography
e Supply chain integration

* Role of trade

 Who makes what where, and where does it go?



Industry produc
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an you find the border?

| Yt e L =N
Vay; L/ JTN
a0 B
F | e
/. ,x';' S
* g R |
/' TS fof
AN Wy
£ j b 4
r
.\"_f’ ’II ) Dodge City »Alliston (Honda)
/ ). arren (FCA)
{ f
,] 4 Dearborn Truck rOrion (GM) /Osllawa (GM)
"f' Lansing Grand\(/\ (Ford) J N
L River(GW) AN 'ul: Markham (Ford) \
/ { \ Michigan Assefbly . < ’ Brampton (FCA) h
,‘ Lansing Delta (GM)%\ (Ford) Qakville (Ford) o
; N o /
{ \ lint (GM}® |

f/

,""w(/ '
\ 0 % s / o

Woodstock (Toyota) .
“ “ . | & Ingersoll (GM Cambridge (Toyota)
) \ P >
[} /
)
! / 7
\ I’ d
\ 4 Jefferson North —
\3 . {FCA)
/ Flat Rogk — W
prd {Ford) { P
- I £ ., ¥ Hamtramck (GM) yr
S '\‘\- .
Ty -
Chicago (Ford) . S -’*A ‘L ’
von Lake
Toledo North
[FCA) {fore] . —¢ Lordstown (GM)
Fort Wayne (GM)
Light Vehicle Production: 2018
. Eas”ihar?\ Assembly plants scaled by
{Honda ’ units of production
Lafayette {Subaru) ~~—Marysville (Honda)

[ ]
\ Springfield (GM)

[ J
750,000 400,250 250
Supplier plant

() 0 333 667 100
I .
Greensburg (Honda)k Miles

¥
.Source: WardsAuto Infopbank, Maptituggl, EL




Supply chains extend across borders

Example: journey of a seatbelt

1. Produce nylon fibers I I
2. Dye and weave fibers I * I

3. Cut and sew finished 2
cloth -

4. Fit finished seat belt
into car

Source: Financial Times



Supply chains extend across borders

The average Mexican content in U.S.-produced
vehicles is 14%.

The average U.S./CDN content in Mexico-produced
vehicles sold in the U.S. is 27%.

Source: author’s calculations based on AALA data; data refer to model year 2016



What is produced where?
2018 LV Production by Segment

Canada Mexico US
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What is produced where by who?

2018 LV Productlon by Segment, Company, and Country
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What is produced where by who?

2018 LV Production by Segment, Company, and Country
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Where do the vehicles go?

13%

Data show 2016 light vehicle production for the three North American countries and indicate where production ends up.
Source: Holmes, 2017, IHS Markit.



Summary

North America’s auto industry features over a
dozen vehicle producers

Vehicle production is integrated across North
America

Integration extends to supply chains
Trade in vehicles (and parts) is mostly regional
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