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1 Facts and Figures
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* 1998 12%
* 1999 12.7%
* 2000 13.7%
* 2001 15%
* 2002 15.5%

* 200342 A 16.9%

200258k 5E

o FRM : 77.8%
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* Hybrids

TiHEOBE=

* 1998 76%

* 1999 87%

* 2000 101%

* 2001 114%

* 2002 117%
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e 3% 120014005

eBMW : #V 1) vy (20022°5)

(B) Part1 Platform Strategy of PSA, intro-

duced by Mr. B

[ Evolution of Platform: one group, two mar-
ques ]

For 2000-2004, adopted strategy:

Based on internal growth: focus is on profita-
bility, continued independence backed up by

cooperation with other carmakers.

PSA, different from Daimler-Chrysler, Renault
and BMW, has been focusing more on the in-
ternal development without merging and
acquisition of other companies.

Independent and organically grow with sele-
ctive alliances in key technology, products and

regions.

Main Focuses of PSA:

-— profitability, growth, innovation and quali-
ty, international development, utilization of
plant capacity, and cost control (which has
been pushed by Peugeot Family, the biggest
shareholder, 24.46% by the end of 2001).

Objectives:
In 1997, the objective was to sell 2 million cars
globally by 2000 and 3.5 million cars by 2004.

In 1998, the inauguration of New President,
Folz.

The new objective is the sale of 4 million cars
from 2006.

Growth objectives are based on:

- the ambition development of Peugeot Citroen's
range of influence

- useful innovations on protecting the environ-
ment, enhancing comfort and improving safety
- the stepped-up international developmsnt

- the flexibility of plants and cost control

In 2001 and 2002, PSA keeps to be the No. 2
carmaker in Europe, after VW Group. VAG.

Turnover of recent years:
1997 2,099,000
1998 2,282,000
1999 2,519,000



2000 2,816,000

2001 3,132,800units

2002 3,267,500units (+4.3%) (the worldwide
sale has increased 55.1% in five years)

2003 3.35million cars (target)

2004 3.5million (target)

2006 4 million cars (Target)

European Market 2001 (Passenger Cars +
Light Commercial Vehicle) : (PC+LCV)

EEC market+Switzland and Norway, 17 coun-
tries, 16.7 million registrations

VAG 17.8%

PSA 15.5% No. 2
Renault 11.2%

Ford 11.2%

Fiat 10.1%

GM European 10.1%
Toyota 3.8%

PSA is the No. 1 in LCV Market. 19.3%, with
the unit sale of 348,000.

Japanese market share: 6.8%, 17,000units.

Progress in Western European Market:
2001  2,504,000units

2002 2,551,000 (+0.4%)

even as the demand eased by 3.1%.

Progress in Non Western European Market:
(including CKDs)

2001 587,300units

2002 710,500 (+21.1%), 22% of the total sales
of Group.

China: +57% to 85,500units in 2002.

Central Europe and Turkey: +25%, 168,700

units.

R&D: increasing the pace of innovation
---9 new models from 1997-2000
---10 new models from 2001-2002
---25 new models from 2001-2004

REEM 5540545 20044 1R 115

This increased frequency will:

---boost marKet share of PSA

---make PSA less exposed to competition press-
ure

—--expand the line-ups of PSA

Launching of the new models recently:

In 2001,

---Peugeot 307 (on Platform PF2), 5-door
---C 5, the first car built on the Platform PF3.

In 2002,

---C 3 and Peugeot 206 (PF 1 ), the first cars
based on PF 1

---C 8, the new vans developed with Fiat, based
on PFC

-—-Elisee (Citroen) in China

---Peugeot 307 wagon

Planned Products:

Objective:

2001-2004: 25 new models

2003-2006: 26 new models 4 million units by 2006

Cooperation Agreements:

---Renault 'V 6 Engines and gearbox for
30years
---Fiat People-carriers and light commer-

cial vehicles (PC+LCV) for more
than 20years
---Ford four families of direct-injection
diesel engines since 1998
PSA: 1.4L-1.6L and 2.0-2.2L engin
e for C 3 and 206.
Ford, larger models. Diesel Par-
ticle Filter Technology.
new plant in Czech, a new platform
(BO) to make small vehicles
from2005

a new family of small gasoline

---Toyota

—BMW

engine
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R & D: Bring out new models more frequently
Peugeot 206cc: two years ago

Citroen C 3 Pluriel: in April, 2003

Sports car: driven by wire, the special archite-
cture of the car teatures the steering change,
for example, switching from left to right on
user's will.

R & D in Figures
---13,000 engineers and technicians
---more than 1100 new recruits in 2001
(5500 employees in Mr.Queromes' Platform
Technical Department, 25% of the staff is
young and has less than 4 years experience)
---A budget that is increasing continuously
1997 900million euros
2001 1.5billion euros
2003 1.7billion

Organization chart of the group

Chairman of the managing board: Jean-martin

Fotz (1998-) (Before, Jacques Calvet)

Innovation and Quality Department:

Platforms, Technical affairs and Purchasing

Department: 14,000 people (25,000 including
suppliers)

Manufacturing Components Department

Group Strategy and Products Department

Employees Relations Department

DPTA Locations: 4 main R & D Technical Cen-
ters in France

Three in Paris Areas and one in the Eastern
France

Velizy: 1966-the most important center for
developing PF 1 and PF 3 cars the Group's

planned Design Center, 4966 workforce

La Garenne-Colombes: develop chassis and
power trains 3330 people

Carrieres-sous-Poissy: develop vehicles jointly

with outside partners and also the electric
vehicles of PSA 200 people

Sochaux+Belchamp Test Center (1000 people):
dedicate to developing PF 2 Vehicles, the des-
ign basis for mid-range of Peugeot-Citroen

cars.

6 Production Plants: (not include power train
production sites)
France:
Aulnay: (1973-) Peugeot 106, Citroen Saxo
~ and C3.
1,800 units per day.
385,000 in 2002
5,400 employees

Mulhouse: (1962-) 206,206CC, and 307.
448,800 units in 2002.

11,760

Mechanical component plant,

workforce

a foundry, a tooling facility
and a forge.

Poissy: (1938-) 206.
1,600 units per day.
353,000 units in 2002.
Stamping line for all Group
cars.
Workforce, 8630.

Rennes: (1961-) mid-range and premium vehi-
sles

Xsara sports coupe, sedans and station

wagons.

C5 (sedan and station wagons)

1,500 units perday.

269,00 units in 2002.

Workforce: 8,650

Sochaux: (1912-) 307,406 and 607.
1,800 units per day.
383,000 units in 2002.
Mechanical component, foundry units



and a development and trial facility.
Workforee: 19,000

Sevelnord: 1993-, JV with Fiat.
MPVs: 807, C 8, Peugeot Expert, Cit-
roen Relay and Fiat Scudo LCV.
125,000 units in 2002.
Workforce: 4,080
Oversea Plants:
Toyota Peugeot Citroen Automobile Czech
(TPCA)
2005-, 300,000 small cars. Kolin, 35miles from
Prague. 3000 people.

Madrid Plant, Spain:
C3, C3 pluriel and Xsara. 122,000 in 2002.
3,300 people.

Vigo Plant, Spain: 1958-

Xsara Picasso, C15, Berlingo, Peugeot Par-
tner.

483,000 in 2002. 10,000 people.

Porto Real Plant, Brasil,

In 2001. Xsara Picasso and 206 started in late
in 2000. 2003, April-, C3.

100,000 unit capacity per year.

48,000 units in 2002. 1,300 people.

Ryton Plant in UK: 1939-. 206. 200,000 units in
2002. 3025 people.

Val di Sangro Plant: (until 2017)

Sevel SpA in Italy: 1981-. Fiat and PSA, 5:5.
Fiat Ducato, Peugeot Boxer and Citron Dispat-
ch LCV.

179,000 in 2002. 4,370 people.

Dongfeng Citroen  Automobile
(DCAC):

1992-, JV. Wuhan Plant, ZX Fukang, ZX
Fukang 988 notchback, Xsara Picasso for local

Company

market. Xiangfan, mechanical component plant.
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84,400 in 2002.

PF 2 +another PF for small cars. 6 passenger
cars will be made from 2004.

3,600 people.

31% of its venture with Dongfeng, equal par-
tner, the balance was held by Chinese and
French banks.

PSA owns over 71.5% share Faurecia (seating,
interiors and exhaust supplier), who bought
Sommer Alliber, another interior supplier and
system integrator. Faurecia and SA now in-
tegrate at operating level and move into a

single new headquarter.

Decrease Weeks to develop new card: Figure
“Tube”.
Generic research phase: new concept genera-
tion stage

Advance phase of program: new concept study,
emerging of multiple solutions

Primary phase: define the concept and target

1s known

Development phase: how to reach the target is
defined. Styling selected and project consoli-
dated. Investment, staffs, prices are Known.

Production life: commercial launch.

Meaning of the TUBE:
The further the project goes, the more the pro-
ject is focused and “frozen”.

Reorganization of project teams from 1998:
Product design and process design functions

are mixed in the development project.

Example 1:
The development of body and that of stamp-
ing tools are brought together in one organi-
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zation.

Example 2:

Development staffs responsible for the internal
equipment of seat, such as beams and vipers
work together with people on the final assemb
ly line, so as to make the mounting works
done in more efficient way.

1997

vehicle design plant design
power train design engine manufactur-
ing design

chassis design chassis manufactur-
ing design

vehicie design Final assembly desi-
gn; Stamping,paint-

ing design
1998

“Village model to foster growth”, Queromes
(1999/10/ 1 ), in charge of “Transversal
Organization and International Operations”.
Reorganization of product and process resour-
ces to achieve the goals of growth, innovation
and cost control. Teams at 4 sites— “Villages”

Regroup the development of product, process,
suppliers, concurrent engineering tasks of con-
ception and assembly for vehicle structure.

Regroup in new hierarchy: product and process
development personnel makes the project team.
the same supervisor at the same place. One-
site experts contribute to vehicle development
by helping to optimize parts for easier mass
production.

Platform Strategy:

3 platforms from 2001 :

2 cooperation platforms with Fiat

1 cooperation Platform with Toyota

Two ideas embodied in Platforms:

One is the physical objects, which means more
than 50% of different model's costs are shared.
The other is on the organizational aspect,
which means communication is carried out on

the common platform.

The goal of the platform strategy is to use
common parts to account for at least 60% of a
vehicle's production cost. This will allow us
to control costs and meet profitability objec-
tives, by lowering expenditures and produc-
tion costs and by shortening lead times, while
pursuing our commitment to satisfying a wide
range of customer expectations by bringing
distinctive, innovative cars to the market as

fast as possible.
Platforms Before 1998:

106 (Peugeot)

Saxo (Citroen) B1 (20% common parts)

206 B2 B Segment: European
Classification for sm-
all car

N platform M1 Segment

ZX=FuKang (China) hatchback 5 -door
(Estate 5-door, Coupe 3 -door)
=Elisee (China)
1997 4 versions Fukang (Fukang DC7140)
1998 Limousine version design for China.
Fukang 988 (DC7160)
Chassis + Cabinet---Dongfeng EQ 1010/EQ
6410 Van and Pick-up
2001.2 Fukang EM (DC7161L) next variant
on ZX theme

306 (Peugeot)
Berlingo (Citroen) M 2
Partner (Peugeot)



Picasso (Citroen) H 2001/ 9 in China
Platforms After 1998:
B2 PF1 C3 (2002-)
C 3 Pluriel (2003- S
aloon, Cabriolet, Spi-
der)
(C 2 in future)
New Peugeot Model
(107,207)
B1 PF1 C2 (Geneva Motor
Show)
New Berlingo (from
2003)
With Variations: 5 -door,
3 -door, spiders, etc.

BO PFB Citroen + Peugeot +
Toyota
M1 PF2 307 (C4, 2004. Re-

placement of Xsara began from 2000. 70%
common parts)
(Families: 5 -door, 3 -door, station
wagon, spideres, Chinese model. 5
different shapes as different models)
Development investment: 1.1 billion euro. Hu-
berl Maillard. T 5, model code.
2001 Geneva Motor Show. April, 26" on sale.
Replacement of 306 from 1993.
33% of M1 segment. European Car of the
Year 2002. (504 in 1969 and 405 in 1988)
(Leguna is 2nd)

M 2 C5 (2001-. Estate 5 -
d Break, Limousine
4D)

Replacement of Xant
ia. (C6, 2004-, XM)
H PF 3 New Peugeot Family
Wagon with two sizes
PFC Vane, co-deyeloped
with Fiat,
Light trucks, with
Fiat
PFO
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Engine (Gasoline and Diesel) and
Gearbox (“organ”) for all plat-
forms

Absent from the Sports Utility Vehicle seg-

ment and high-end luxury segment.

No Pick-up and commercial SUVs.

By 2004, these platforms will be used for 85%
of the vehicles.

6 platforms, more than 60% of the costs are
shared.

51 common systems common to all platforms:
cross-platform technical systems shared by a
number of models, including:

air-conditioning systems (climate control),

drive trains (engine and power train),

steering systems and columns,

braking systems,

radios/audio/telematics,

Tanks,

Wheels,

Seat frames (for PF 1 cars share with

Toyota's Yalis, from Faurecia)
Vehicle architecture is designed around these
shared systems, which should account for 30%
of the vehicle's production cost by 2004.

Only way to reach objectives:
Profitability, R&D Budget, Time limit.

Strategy: Figure

Platform Assembly of Modules Parts
Organization of Plants:
Same platform, same organization to build

architecture.

Between now and 2004, as part of the indust-
rial organisation put in place by the Group,
each European assembly plant will specialise
in a single platform, with the exception of the
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Vigo plant in Spain, which is reserved for tall
vehicles.

Ultimately, each assembly plant in Europe will
be organized around a single platform. The
standardization of shared parts is the key to a
more rational industrial organization encom-
passing procurement, logistics and maintenan-
ce, and optimising assembly line utilization.

Standardization will also drive reductions in
assembly costs and lead times-to meet our goal
of a 30% reduction in assembly time by 2004-
while making our manufactuting base more
flexible so we can respond to changing demand
in the marketplace. In all, this strategy is
expected to save around 800 million by Euro

2006.

-workdays a year.

In 2002, all our plants in Europe operated in
three or four shifts all or some of the time,
even during the summer. Their aggregate
capacity utilization rose from 69% in 1997 to
114% in 2001, according to the Harbour index,
which measures plant capacity based on hourly
capacity, an average 16-hour workday and 235
The goal is to increase cap
acity utilization in our European facilities to
an optimal 100 to 120% by 2004.

Each factory has the capability to produce both
Peugeot and Citroen models, not specialized in
one or other marque, except for the UK plant,
which only builds Peugeot models.

Plant Current models Platform Future models

Aulnay Saxo, 106, C3 PF1 C2 (replacement of Saxo); C3 Pluriel; C3; 107
(Re. 106); 206 replacement

Poissy 206, 306 PF1 Same with Aulnay, output switching according to
demand for different models

Mulhouse 206, 206cc PF 2 Xsara, 307,206 (until the end of the model, replace-
ment model is to switch to above plants)

Sochaux 406,607 PF 2 Xsara, 307

Rennes Xsara, C5 PF 3 Replacement models of 406 and 607; C6 (replacing
XM from 2003). Xsara move to the plants above

Sevel Nord | MPVs, LCVs PFC Fiat, until 2017.

Valenciennes Evasions/806;

Partner/Expert
Positives: various platforms and models

-clear strategy

-strong finance

-robust line-up

-model replacement program
-cost control

-environment technology

Main lssues:

---How To Freeze the interface for a long time:
60% of price is frozen.

---How can PSA introduce much more innova-
tions

---How to manage the different life cycles of

/'platform investment decision
/ forecast future regulations (crash and

pollution-related) and customers demand

(Presentation above)

Q& A:

---Changes of platform strategy after 1998:
Before 1998, platforms had been exploited. Peu-
geot 106 and Citroen Saxo, 306 and ZX were
on the same platform, and diesel engine and
power trains have been shared since 1982. But
the platforms were not exploited in a systema-



tic way. Some models of Peugeot and Citroen
were developed separately. The biggest change
after 1998 is that the plants have been reg-
rouped that each plant makes models of both
Peugeot and Citroen on the same platform,
whereas the plants specialized in producing on
ly one brand models. The Vigo plant making
commercial vehicles in Spain is an exception.

---Difference of platform strategy with VW
Group:

The important difference is that PSA tries to
maintain the different images of two brands,
Peugeot and Citroen. Although the Platforms
are common in which about 60% of the costs
are shared, and the manufacturing plant is
the same one, the images of models are com-
pletely different. Put differently, the platform
is the same, but nothing is same to customers.
Differences and innovations must be SEEN
and FELT by customers, this is the most im-
portant point.

In VW Group, there is problem of “image con-
fusion”. Although VAG has multiple brands
like VW, Audi, Seat, Skoda, Bentley, Bugatti,
Catio, Golf, Octiva, Passart, etc, the images of
some models are not so different, say Passart
and Audi A 4. Golf and Octavia shares engine,
gearbox, with the same level of quality, the
window screen lines are the same. The custo-
mers may hardly see and feel the differences
between thses models.

---The issue of the R&D lead time shortened
by adopting the platform strategy:

By adopting the platform strategy, it means
that about 60% of the development tasks has
been already developed. But there is the pro-
blem of the “design life of platforms” due to
the different life cycles of variant systems
within the platform.
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In the case of Radio, there are three families
(R-Radio; D-CD; M-Type; G-Telephone ).
Family 1 is to supply 206 cars. Family 2 is
installed in 605 and C5, and Family 3. Two
or three years between two families, so the
Tifecycle of Radio is short compared to that of
the car. Family 4 is being developed for the
Peugeot-based model on PF 3. R&D budget
support is needed here since radio families are
considered as the common parts that are not
included in the “new” 40%.

So even within the 60% of the already develop-
ed parts, life cycle of parts are different. Ano-
ther example is car navigation system. PSA
lanched the first navigation for 605 two years
ago (2001), and developed the second system
on C3 one year ago (2002) because the mark-
et of car navigation is uncertain. The lifetime
of car navigation is unknown. This is a gene-
ral problem since Denso also faces the same
issue as PSA does.

Two strategies are available for car navigation
application. One is the system used by Japan
and European countries. PC and information
systems such as CD, DVD, etc. are installed
in the car. With the GPS collecting the infor-
mation, users can locally find the information
they need. The other system is adopted in US.
All the information is collected in the center
and users will call to ask the necessary infor-
mation they want, say the location of restau-
rant.

Since there are different models in different
segments, it is hard to define the lifetime of
radios and car navigation systems for cars on

different price level.

---How coordinate number of engineering
hours and conceptuarization time ?
PSA tries to freeze the concept during the
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advanced phase of the development project. As
shown in the figure of TUBE, the more the
project progresses, the more focused the pro-
ject becomes. Many changes occur during the
concept study stage. With the good marketing
staffs helping to forecast the market needs,
the concept will be froze to maintain the time
schedule of new model launching.

---Modifications of platforms:

To modify the 60% of car models spends a lot
of money and time, so the key issue is that
whether the modification of one platform will
increase the profits from all the models on it.
If not, small modification on plant level will
be mode, especially the lines for the car, not
the whole platform.

For example, air conditioner is one of the sys-
tems shared by PF 1 and PF 2. The production
volume per day is great. So if you want to
modify the system, you should make it clear
that whether the new air conditioner will earn

more profits for all the car models using it.

---How to manage to provide cars to customers
with different preference ?

Although the same platform is shared, car
models are completely different to satisfy dive-
rse consumer preference. “Innovation for cust-
omer”, “innovation must be seen” are the
policies to do this. For example, the new C 3
Pluriel provides a brand new concept and cust-

omers will see this 40% much larger.

In the case of particle filter used in diesel en-
gine to improve the emission, PSA gives the
information to customers and let them know
the merit since it cannot be seen directly but
important in the “40%” innovation.

---How do you reshuffle the PFs before and
after 1998 ?

All the new cars launched after 1998 are based
on new platforms, old ones will not continue
once the car model's commercial life comes to

its end.

For example, 206, the European best car of
the year 2002. The production is about 3,000-
3,500 units per day. Once the commercial life
of it ends, the platform will expire, too. New
modei will be based on PF 1.

---Plant Design:

PSA knows how to define platform in capa-
city and the way of launching new models on
platforms. So PSA can design plants to do
that.

For example, the new plant in Czech. PSA has
already defined the new car and will present it
in a few weeks. It knows well how to launch
it.

---Collaboration Rule:
“Only one pilot in the plane”.

Collaboration with Fiat:
---Fiat is the pilot for R&D for platform in
use.

Collaboration with Fiat in Northern France:
---PSA is the pilot

Collaboration with Toyota:
Toyota is the pilot for R&D in the car and the
Kolin plant.

If modification is desired, it needs to ask the
pilot.

Technical meetings are held every month or
every two months and discuss the modifica-
tions that need to make.



PSA Part2 Mr. C Presentation:

Definition of platform:

Platform is the set of parts that define the
dimension of car, such as floor panel and other
basic components. The dimensional meaning
of platform also influences the plant size to

produce cars.
Common parts that cannot be seen in the car.

Performance: customer only cares about the
safety, they don't care about the details that
how safety of the car is achieved.

~ Platform also has another aspect that it means
people from different functions (design and
technician) work together. The working orga-
nization concept is linked with platform in that

common team works on the same project.

From one platforms, different models with
completely different concept can be built. The
imaginative designer can propose new models,
like C3 and C3 Pluriel, to customers who
can hardly imagine that both models are the
derivatives of the same PF.

Families of models can also be designed on the
common PF. Xsara family has 5 door version
and Picasso model. The derivative models can
cover the range from the economy to the
luxury class to suit the needs of customers

under different financial conditions.

Diesel engine issue:

In February, 2003, PSA and Ford together pre-
sented two new diesel engines. These engines
are able to control all the combustion para-
meters cf engine trough the common rail tech-
nology. It is the more silent, more fuel effici-
ent (25% more efficient), and the cleanest
engine so far to control the CO 2 emission. It
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also achieves the downsizing of engine and then

the low consumption of fuel.

PSA is the first diesel engine maker in the
world and now produces 3 million units per
year. Diesel engine is believed to be an efficient
solution to control the Green house effect, and
the fuel efficiency is 20-25% higher than the
gasoline engine. It may have the bad image of
being noisy and smoky, but the common rail
injection technology has solved this problem.
Furthermore, the Particle Filter Technology is
used to control the emission of Nox.

In France the 60% of the cars are installed by
diesel engines. In Europe, it's 40% in 2002, in-
creased from 18% in 1996. But outside of Eu-
ropearn market, the diesel engine is few, say
in US, Japan, North American and China.

The environment technology focuses on three
alternative solutions---the improved diesel
engine, fuel cell and hybrid. PSA is testing
and rating all these technologies. It's still in
the technical observation stage. PSA is the
first electrical vehicle maker. Higher Ievel
knowledge.

(Part 3) PSA Peugoet Citroen Brand Mana-
gement Strategy

Interview to Mr. D: The Brand Management
Strategy of PSA Group -

51 years old. Engineer PhD. Electronics and
electricity.

Joined PSA in 1977. Have been in the present
department for 7 years.

In charge of the product strategy. new model
launching and day-to-day life of dealing with
the existing models.

Since 1998, the operational activities of Peugeot
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and Citroen have been more integrated, but
are not totally integrated. Engineering, purch-
asing, production and general services have be-
en integrated, but the marketing and sales
are separated, except for the American market
where the marketing is same. Peugeot and Cit-
roen staffs are working within the general
frame of the platform strategy.

The jop of searching for new product concepts
based on the same platform is undertaken join-
tly by the product strategy department, brand
and general service staffs. Questions such as
whether the new concepts are technically feasi-
ble, whether they can be achieved on the speci-
fied platform, whether they can perform as
planned are widely discussed. ID changes are
made frequently during the trial-and-error

process.

With the staffs from Peugeot, one of the focus
of the discussion is on the long-term strategy
of the PSA Group that whether the different
new concepts of two brands are complementary
or not. The discussion committee verifies that
if the concepts are different so as to maximize
the changes within PSA Group to catch the
most important niche of market. It's not an
easy job, a big challenge. C3 and Peugeot 206
provide a good example. Both models are the
compact car on the same market segment, but
the concept and philosophy are totally diffe-
rent. PSA tries to do the same in the future
for all the new models.

Two big changes took place after 1998 when
Mr. Folz became the new chairman of PSA.

One change is the stronger affirmation of
“One Group, Two Brands” policy. The two
brands are not the ones focusing on different
market segments, but are on the same level
with one's own personality and strategy. The
other change is the necessity of developing the

platform strategy. When two brands are
maintained on the same market segment, it
means the more models with smaller volumes
compared to the one brand situation. There-
fore, It's impossible to reduce the development
and production costs without adopting the
PF strategy.

From the viewpoint of marketing, the platform
adoption may impose a constraint on product
development. But when looking at the Picasso
and 306 that are on the same PF, nothing in
common can be observed even the 60% of the
costs were shared. Therefore, the common
parts cannot hurt the design identity of car
models on the same PF, if the design concepts

of each model is strong enough.

Another good example is C3 and C3 Pluriel.
Almost 70% of the parts are the same and so
is the general shape, with only exterior and
body parts different. The concepts of the two
models are completely different, so customers
cannot perceive anything common. The ques-
tion that is always occupying the minds of
product development staffs of PSA, is how they
can use the existing parts. Although the usage
of the existing parts is the constraint, but if
PSA doesn't do that, it has to reduce the num-

ber of new models.

Differential mechanical components are partia-
lly used in Citroen and Peugeot to realize some
different driving performance. Some of the
Citroen models install the hydractive suspen-
sion system. In the past, this suspension sys-
tem is specific on the Citroen models, in the
future, suspension system may be also shared
by two brands cars. Engine and gearbox are
shared between two brands.

The Modularization of car model is under-
stood as the possibility to modjfy the layout



of the car from the standing point of users.

Seats, normally belong to the platform, have
some differential options for some car models.
Hatchback, doors and roofs are some other

modules that can be rearranged.

Peugeot and Citroen share the common safety
and environment technologies since those are
the basic requirements from market. But on
the aspects of the driving equipment and the
well being of the car, some differences exist.

The drive feeling are different. Citroen always
tries to be the top of technology. Three years
ago, Citroen and Microsoft co-developed the
Auto PC system, combining the on-board tele-
matics and the voice recognition software, and
installed on the Xsara and C5 models. Peu-
geot will follow, but may not be exact the
same system. It's up to the division of the
PSA Group to decide which brand uses which

new technology.

The Brand Identity of Citroen can be put shor-
tly as “the Brand of Air and Water” since the
cars are more oriented to people. Peugeot's
identity can be put as “the Brand of Fire and
Earth”, which is more power-oriented. PSA
doesn't speak to the media about this difference
that can be tracked to the roots of two brands.

But the Group doesn't stress the difference of -

roots, but steers the attention of customers to
the car models, forget the roots.

Common parts across different platforms are
few except engines and gearboxes. Different
driving feeling can be achieved not only be-
tween two brands, but also between the models
on the same PF under the same brand, say C 2
and C 3. Xsara and 306, which share the same
engine, gearbox and suspension system, are
completely different in the comfort and drive
feeling.
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Three limits of using platforms:

1. Risk of forecasting the future market
needs.
PF is used for one model and its following
models. When the market demands are
uncertain, it's hard to solve the problem
that whether to do the evolution of the
platform or make new one to satisfy the

market.

2. Risk of forecasting the future regulations.
The same problem exists when future
regulation is hard to forecast. Decision of
switching the platform or not always
annoys the development staffs.

3. Reduced freedom of developing activity.
You cannot do all the concepts that you
like to do.

New platform is developed by the one who
develops the new car model based on it. Peu-
geot 307 is the first car on PF 2, so the plat-
form is developed by Peugeot at the same time.
The same is that Citroen is responsible to deve-
lop PF 3 while making the C5 model. To
develop new platform must imagine all the
cases of new vehicle for the following 10 years.
So after 2 or 3 years, when the factors un-
predicted unfold, the staffs will try not to
modify the platform, but modify the concept
of car model. This is the day-to-day problem
they have to deal with.

Collaborations with Fiat and Toyota to develop
new platform are based on the rationale that
if PSA doesn't have joint ventures, the volume
will reduce and the cost advantage cannot be
achieved on the market. So it's better to be
competitors on the market than not being on
the market.

The internal growth with selective partner-
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ship with competitors is adopted because the
merging and acquisition strategy had been
tried and turned to be unsuccessful. Say in
1973, when Peugeot bought Citroen and in
1978, when Peugeot and Chrysler tried to
merge, which were all not successful.
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