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BUSINESS RELATIONSHIPS
IN SUPPLY CHAINS

SHORT TERM BUSINESS
RELATIONSHIPS




1 EVOKUTION OF BUSINESS
~  RELATIONSHIPS:
: SHORT TERM BUSINESS
> RELATIONSHIPS - 1

- ADVERSE ARMS-LENGTH TRADING
. BUYERS DEFINED PRODUCTION AND PROCESS SPECIFICATIONS

TTLE INFORMATION WAS DISCLOSED TO SUPPLIERS ON
OLOGIES, PROCESSES AND PRODUCTION TARGET




. ION OF BUSINESS

\ ~ RELATIONSHIPS: / /\ N\
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- CHARACTERIZED BY WIN-LOSE TRANSACTIONS AND MUTUAL
STRUST

ATIONSHIP MAY RESULT IN GOOD REVENUE BUT PR
Y THE DOMINANT FACTOR

GE, THE ABSENCE OF TRUST AND
OPPORTUNISM ARE
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RELATIONSHIPS:

g

. \/ 1\EVOLUTION OF BUSINESS N

'BY 1980'S A PARTNERSHIP MODEL WAS BEING ADOPTED TO
REDUCE COSTS, RESOLVE SCHEDULING PROBLEMS AND
OTHER TECHNICAL DIFFICULTIES.

2 STRATEGIC CHANGE WAS REQUIRED TO IMPLEMENT TOTAL
QUALITY PRINCIPLES AND JIT.

>ARTNERSHIP IS CHARACTERIZED BY CLOSE
IONAL AND STRATEGIC LINKS BETWEEN BU
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J\.%ARTNERSHWS IN THE SUPPLY CHAIN -1 ()
9
IHE CHARACTERISTICS OF PARTNERSHIPS

- MUTUAL BENEFITS AND SHARING OF RISKS

- A RECOGNITION OF MUTUAL INTERDEPENDENCE

- TRUST AND OPENNESS

ARING OF INFORMATION

TION AND PLANNING
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ADVANTAGES OF PARTNERSHIPS
' SAVE COST OF NEGOTIATIONS
- REDUCE MONITORING OF SUPPLIER SOUNDNESS
- INCREASE PRODUCTIVITY

MISADVANTAGES OF PARTNERSHIPS

2 D FOR ORGANIZATIONS TO GATHER SUBSTANT
ORMATION ABOUT POTENTIAL PARTNERS ON
DECISIONS

ARING SENSITIVE INFORMATIONM
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: “3.1 STRATEGIC ALLIENCE -1 {eiih
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RIS AN ARRANGEMENT BETWEEN TWO COMPANIES THAT HAVE
IDED TO SHARE RESOURCES TO UNDERTAKE A SPECIFIC;
WALLY BENEFICIAL PROJECT

IC ALLIANCE IS LESS INVOLVED AND LESS PEF

T VENTURE, IN WHICH TWO COMPA
TO CREATE A SEPARATE BUSINE

o ®)
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3.1 STRATEGIC ALLIENCE - 2
>
. A STRATEGIC ALLIANCE COULD HELP A COMPANY DEVELOP A
ORE EFFECTIVE PROCESS, EXPAND INTO A NEW MARKET OR
ELOP AN ADVANTAGE OVER A COMPETITOR ETC.
e AN OIL AND NATURAL GASTCOMPANNSMIGHIT"FORM A STRATEGIC
ALLIANCE WITH A RESEARCHFEAB@RATORY |
COMMERCIALLY VIABLE RECOVERY PROCESSES
e A CLOTHING RETAILER MIGHT FORM A STRATEGIC ALLIANCE WITH A
SINGLE CLOTHING MANUFACTURER TO ENSURE CONSISTENT QUALITY)

AND SIZING 5 ]
N,

* A MAJOR WEBSITE COULD FORM A STRATEGIC ALLIANCE WITH AN.-
ANALYTICS COMPANY TO IMPRBVELS/ MARKETING EFFORTS ¢
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Vertical Integratmn

.

Horizontal Integration

Purchase of Companies
at All Levels of Production

Ace Meat
O/ Industries

Delivery Wagons a2

"&
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Meat Packing Plants™
Cooled Warehouses

Refngerated Railroad Cars

Slaught‘erhouse iu Inm

Cattle

Purchase of Competing o |
Companies in Same Industry | i] %
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INTEGRATION -1

Vertical Integration

Horizontal Integration

2 RIZONTAL INTEGRATION: THE ACQUISITION
DDITIONAL BUSINESS ACTIVITIES THAT ARE AT THE
F THE VALUE CHAIN IN SIMILAR OR DIFFEREN

N, HORIZONTAL INTE




N

o/
HORIZONTAL AND VERTICAL
INTEGRATION -2
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Horizontal Integration

SWERTICAL INTEGRATION: WHEN A COMPANY EXPANDS IT
INESS INTO AREAS THAT ARE AT DIFFERENT POINTS O}
AME PRODUCTION PATH, SUCH AS WHEN A

URER OWNS ITS SUPPLIER AND/OR DISTH

RATION CAN HELP COMPANIE
OVE EFFICIENCY BY DEC

Vertical Integration

o
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Partners Across The Globe Are

us. - CAMADA AUSTRALIA JAPAN KOREA - EUROPE

M Boeing M Bosing B Boeing Miawasaki  BKAL-ASD © MEMessier-Dowty -

B Spiri B Messier-Dowty - Mitsubishi - SRollRoyee
% M Fuji . I Latecoere

B GE :

Alenia




SUPPLIER ~
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INITIATION MAaTURE 7
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SUPPLIER NETWORKS NZ

SUPPLIER ASSOCIATIONS

THE NETWORK OF A COMPANY'’S IMPORTANT SUPPLIERS
BROUGHT TOGETHER FOR THE PURPOSE OF
COORDINATION AND DEVELOPMENT.

-~ THROUGH THE SUPPLIER ASSOCIATION FORUM THIS
COMPANY PROVIDES TRAINING AND RESOURCE FOR
RODUCTION AND LOGISTICS PROCESS IMPROV

SOCIATION ALSO PROVIDES THE OPPOR

3ERS TO IMPROVE THE QUALITY Al

NICATIONS -> A CRITICAL F
RATIC PERFOR
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~  SUPPLIER NETWORKS - 4

SUPPLIER ASSOCIATIONS IN JAPAN

Automaker Founding year Total members (1990)
o ota 1939 229
Kyohokal

174

akal
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\ SUPPLIER NETWORKS:

o

et

" LITERALLY: SYSTEM, SERIES, GROUPING OF ENTERPRISES

IS A SET OF COMPANIES WITH INTERLOCKING BUSINESS
RELATIONSHIPS AND SHAREHOLDINGS

S A TYPE OF BUSINESS GROUP

Y ELEMENT OF THE AUTOMOTIVE INDUSTRY IN JAF
2 COMPANIES OWN SMALL PORTIONS OF

OMPANIES, CENTERED ON A C
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SUPPLIER NETWORKS: JAPANESE ©
KEIRETSU - 2 3

AT THE EPICENTER IS A BANK AND A TRADING COMPANY

IS SYSTEM HELPS INSULATE EACH COMPANY FROM STOC
ET FLUCTUATIONS AND TAKEOVER ATTEMPTS, THUS
G LONG-TERM PLANNING IN INNOVATIVE PRO
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1 CHAEBOL

T
- REFERS TO A

SOUTH KOREAN
FORM OF BUSINESS
ILY-RUN
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* HISTORY OF CHAEBOL ..

TH KOREA'S

OMY WAS SMALL
DOMINANTLY
RAL COUNTRY IN THE MID-20TH CENTURY

DUSTRIAL POLICY (IN 1961)
ND THE C
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CHAEBOL

0% OF JAPANESE CAPITAL IS HELD BY THE 18 KEIRETSU A

DP FOUR CHAEBOL ACCOUNTS FOR IN-BETWEE
OF THE SOUTH KOREAS GNP
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