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the process of change within the 
automotive sector that had been so 
slow has quickened noticeably. the 
introduction of both electric vehicles 
and digital guidance systems almost 
appears imminent, with a timescale of 
roughly ten years for the transformation 
of the sector. the effect on both supply 
chain management and logistics will be 
profound. 

the change is multifaceted. it concerns 
both markets and products:

•  powertrains are evolving rapidly. For the 
first time in a century there are serious 
alternatives to the internal combustion 
engine. all vehicle manufacturers are 
developing both:

 electric vehicles powered by batteries 

  hybrid vehicles powered by a 
combination of batteries and internal 
combustion engines.

•  the use of steel is beginning to decline 
as vehicle manufacturers look to 
reduce the weight of cars. this trend 
is uncertain though, as steel alloys 
offer considerable benefits in this area. 
however, Jaguar, audi and Ford are 
already using aluminium extensively in 
their vehicles, whilst Bmw is gradually 

introducing carbon fibre chassis 
technology 

•  guidance is gradually becoming 
automated, with ‘active cruise control’ 
and ‘collision avoidance’ systems being 
used as the basis for wider capabilities 
in semi-autonomous vehicles. Such 
systems will be software-intensive, 
illustrating the trend towards an 
increased role for software in vehicles. 
this is also being reflected in driver 
interfaces, with extensive uses of 
touchscreen control systems in interiors. 

market developments are more commonly 
understood:

•  Continued rapid expansion in emerging 
markets. if measured by numbers of cars 
sold, China is now the largest market. 
despite what appears to be a markedly 
slowing economy, car sales in China 
are still buoyant, if volatile. india is also 
becoming a market of significance, albeit 
from a low base. generally, markets 
across the emerging world are growing 
rapidly and changing the nature of the 
global market overall 

•  Sustained growth in developed markets. 
although the recovery from the 
recession of 2007-12 has moderated, 
most developed markets continue to 

grow. however, the age of the ‘car park’ 
still remains elevated 

•  the aftermarket appears to be maturing 
structurally in developed economies, 
whilst growth is explosive in emerging 
markets. it is also unclear what effect 
technological change will have on 
the aftermarket. it is possible that it is 
threatened by a major contraction. 

there is also change in the production 
technologies available to manufacturers:

•  automation is increasingly used at 
assembly plants. whilst welding shops 
have been automated for several 
decades, automation is now increasingly 
used in in-plant logistics. line feed is 
increasingly using automated guided 
vehicles, whilst consolidation operations 
are utilising automated racking and 
retrieval systems.

•  the nature of assembly and production 
is likely to be transformed by the 
demands of new technology. electric 
and electronic systems will require very 
different assembly systems, making 
less demands on capital equipment and 
the workforce. it is likely to resemble 
the electronics sector to a much greater 
degree. 

01
Introduction
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Implications for Logistics

•  over the medium to long term, the 
changed role of assembly plants and 
the changed geography of supply chains 
is likely to affect both the size and the 
physical location of assembly plants.

•  location of production in response 
to market growth in ‘new markets’ 
is resulting in a diversification in the 
locations of assembly plants. vehicle 
manufacturers such as vw and gm 
now have a large proportion of their 
production capacity located in China, 
with other emerging markets growing in 
importance as well. india, for example, 
which was of negligible size as a location 
for global vms production, is now 
experiencing substantial investment in 
new production capacity

•  nature of the supply chain, as new types 
of engineering change the economics 
of the sector. a good example of this 
is carbon fibre, which will demand a 
radically different type of supply chain to 
steel. however, it will be in electronics 
that the greatest impact will be felt.

the direct effect on the automotive 
logistics sector will probably be 
significant. already sectors such as 
automotive logistics in China are growing 
rapidly, with global vms looking for high 
quality logistics provision, which Chinese 
lSps cannot deliver. this sort of market 
opportunity is replicated across much of 
the world, from Brazil to india. however, 
the obstacles are significant as operating 
in such economies is often difficult. it is 
therefore likely that new lSps will grow 
up to serve the global vms in these 
economies, probably in the form of joint 
ventures between local and global lSps. 
anji-Ceva, in China, is a good example 

of this. that said, many of the larger lSps 
have a strong incentive to enter these 
markets independently if they can, due to 
the growth prospects that they offer.

the implications for the logistics service 
providers serving this sector are 
enormous. many face the need to rethink 
their business models. not only will they 
have to deal with issues such as the 
changed pattern of globalisation, they will 
have to adapt to new operational activity 
by vehicle manufacturers and component 
suppliers. For example, the traditional 
road freight ‘milk run’ is increasingly old-
fashioned and the road freight providers 
who specialise in it will already be under 
pressure. it might be suggested that 
large lSps who specialise in ‘transport 
management Services’, can adapt in 
such an environment, however this is also 
questionable as the attraction of new web 
based ‘freight exchanges’ is only likely to 
increase especially if there is greater use 
of intercontinental air and sea freight. 

indeed, the impact of digital technology 
for the execution of logistics operations 
will be almost as significant as the impact 
on the automotive supply chain. the 
use of freight exchanges is one example 
of how the nature of lSps themselves 
is changing. at the level of the tactical 
architecture of assembly plant and 
supply chain operations there will be very 
significant changes in it architecture. 
even the most advanced systems in place 
today are clumsy in terms of capturing 
customer demand data. the likelihood is 
that information ‘logistics platforms’ that 
combine greater customer data capture, 
artificial intelligence, and inventory 
management and enable deeper levels 
of automation will dominate logistics in 
the automotive sector. many vms are 

attempting to develop their own in-house 
capabilities, however ‘third party systems’, 
many of them derived from areas such 
as e-commerce (such as ocado’s 
‘Smart-platform’) look to have a powerful 
competitive position here. if this does 
come to pass, then it would represent a 
fundamental change in the sector. 

the issue of robotics, whilst important, is 
really an expression of this wider ‘digital’ 
change. the role of automation in in-plant 
logistics is being approached but is likely 
to go much further. areas of consolidation, 
sequencing and line-feed which are often 
outsourced to lSps, will become highly 
automated, squeezing out existing lSps 
and replacing them with technology 
providers. 

ironically finished vehicles is an area 
that may see the least change. although 
perhaps vehicles will become capable of 
self-loading on ships, trucks and rail cars, 
the need to move them from the assembly 
plant to the customer will remain. the 
question is, what will the patterns of 
this trade look like in geographical and 
retail terms? the geographical question 
is very hard to answer at present. it is 
unclear whether the flexibility of the new 
technology will enable vehicles to be 
assembled nearer the market or whether 
the flexibility of the technology will 
increase the range of products on offer, 
thus increasing the production centres 
resulting in greater movement of products 
around the world. existing trends in 
e-commerce suggest the latter, but it is 
too early to tell. either way it will have an 
enormous effect on car-carrier shipping, 
rail and road transport. 

the issue of the retail inter-face is 
perhaps easier. it appears very likely that 
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the dealership structure that dominates 
automotive retail today will prove 
inadequate. it places too much of a gap 
between production and the customer. 
the likelihood is that the industry will need 
to create some form of digital interface 
with the customer. this will be more 
direct and thus the logistics between the 
assembly plant and the customer is likely 
to be more direct. 

in summary:

•  inbound logistics is becoming dominated 
by technology 

•  lSps who do not have access to 
technology solutions of the highest order 
will be replaced by those that do

•  information architecture will dominate 
even more than it does at present and 
this may be an area of outsourcing 

•  Customer interface data-capture will 
become central to logistics planning. 

•  the necessity of a global presence for 
lSps will increase.
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Ti’s Origin and Development

ti is a leading logistics and supply chain market analysis 
company developed around five pillars of growth:

• logistics Briefing

• ti market research reports

• ti insight portals

• ti Consulting

• ti Conferences and training 

ti acts as advisors to the world economic Forum, world Bank, 
un and european Commission and have 14 years worth of 
providing expert analysis to the worlds leading manufacturers, 
retailers, banks, consultancies, shipping lines and logistics 
providers.

what Sets Ti Apart?

• globally recognised and trusted brand

•  global associate network provides a multi-country, multi-
disciplinary and multi-lingual extension to ti’s in-house 
capabilities

•  more than fourteen years of knowledge delivery to global 
manufacturers, retailers, banks, consultancies, shipping lines 
and logistics providers

• unique web-based intelligence portals

• interactive dashboard

•  on-going and comprehensive programmes of primary and 
secondary research

ABOUT TI

ABOUT LOGISTICS ExECUTIVE

all rights reserved. no part of this publication may be reproduced in any material form including photocopying or storing it by electronic means 
without the written permission of the copyright owner, transport intelligence limited. 

this report is based upon factual information obtained from a number of sources. whilst every effort is made to ensure that the information is 
accurate, transport intelligence limited accepts no responsibility for any loss or damage caused by reliance upon the information in this report.

Global Expertise with Local Focus

logistics executive group is the acknowledged industry 
leader providing a suite of whole-of-lifecycle business services 
including Corporate advisory, executive Search and specialist 
Supply Chain and logistics training.

Since 1999, clients have trusted us to help recruit, build world- 
class leadership and drive business performance with integrated 
Corporate advisory services.

today, we are a single source for leadership development, talent 
& recruitment services and business consulting to empower 
businesses and leaders to reach their goals. offering a full suite 
of solutions designed and executed to position our clients from 
growth and overall improved performance, our service pillars 
include;

• executive Search & leadership recruitment

• Corporate advisory & Business performance Consulting

•  accredited training & education programs for the Supply Chain 
and logistics sector.
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CONTACT US

For further information please contact:

South East Asia

Carmel Perales, carmelp@logisticsexecutive.com 

Greater China

Jay han, jayh@logisticsexecutive.com 

Australia/New zealand/Middle East/Africa/Europe 

kim winter, kimw@logisticsexecutive.com 

All other enquires

darryl Judd, darrylj@logisticsexecutive.com



Automotive Supply Chain and Logistics 2018

ti-insight.com Contents 119

ti reports contain copyrighted material. 
the user may not modify, publish, 
transmit, participate in the transfer or 
sale, create derivative works or in any 
way exploit, any of the content, in whole 
or in part. except as otherwise expressly 
permitted under copyright law or these 
terms, no copying, redistribution, 
retransmission, publication or commercial 
or non-commercial exploitation of 
downloaded material will be permitted 

without the express written permission of 
Company and the copyright owner. 

you are permitted to print and download 
extracts from this report for your own 
private use on the following basis:

(a) no documents or related graphics are 
modified in any way;

(b) no graphics are used separately from 
accompanying text; and

(c) any of our copyright and trade mark 
notices and this permission notice appear 
in all copies.

7.2 you are permitted to use the 
documents which we supply to you 
for your own legitimate purposes. the 
documents (or access thereto) may not 
be sold or offered for sale to third parties, 
whether in whole or in part.

in accordance with uk and international 
law, any notifications of claimed 
copyright infringement should be sent 

to us immediately. Such notification 
can be sent by email, to enquiries@
transportintelligence.com or by letter to: 

transport intelligence, kingston house, 
pierrepont Street, Bath, Ba1 1la, united 
kingdom.

while the Company uses reasonable 
efforts to include accurate and up-to-date 
information, the Company specifically 
disclaims any and all responsibility 
or liability for the accuracy, content, 
completeness, legality, reliability, or 
operability or availability of information or 
material displayed in any and all Company 
web sites, either now operating or created 
in the future. the Company disclaims any 
responsibility or liability for the deletion, 
failure to store, mis-delivery, or untimely 
delivery of any information or material. 

the Company does not make any 
warranties or representations regarding 
any data, service and/or information 
provided or made available by any user 
on any of the Company web sites or on 
any external web sites linked to them. in 
particular, the Company does not warrant 
or represent that said data, service and/

or information is true or accurate, or that it 
fulfils or serves any particular purpose.

without limiting the foregoing, under 
no circumstances shall the Company 
be held liable for any delay or failure 
in performance resulting directly or 
indirectly from acts of nature, forces, or 
causes beyond its reasonable control, 
including, without limitation, internet 
failures, computer equipment failures, 
telecommunication equipment failures, 
other equipment failures, electrical 
power failures, strikes, labour disputes, 
riots, insurrections, civil disturbances, 
shortages of labour or materials, fires, 
floods, storms, explosions, acts of god, 
war, governmental actions, orders of 
domestic or foreign courts or tribunals, 
non-performance of 3rd-parties, or loss 
of or fluctuations in heat, light, or air 
conditioning.

Company weB SiteS and all 
materialS, inFormation, 
produCtS and ServiCeS 
inCluded in the Company weB 
SiteS, are provided “aS iS,” with 
no warrantieS expreSSed or 
implied. Company expreSSly 
diSClaimS, to the FulleSt 
extent permitted By law, all 
expreSS, implied and Statutory 
warrantieS, inCluding, without 
limitation, the warrantieS oF 
merChantaBility, FitneSS For a 
partiCular purpoSe and non-
inFringement oF proprietary 
rightS. 
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