Case Study No. 15
M/s Good Parts is a manufacturer of automotive replacement parts. The company is situated at Pune. The main market for the company is Mumbai, apart from various cities in Maharashtra. The company has three main supplier who handle 80% of the company's component parts.

The company is keen on developing a very good rapport with the suppliers so that it can reap the potential benefits of sound alliances to improve supply chain and also reduce the total cost. At present, the company's products face fierce competition and any increase in the selling price would mean substantial loss in the business. The only way to improve profits is by reduction in the costs. The company wants to have a better reliability, responsiveness and relationship with its suppliers.

Each of the suppliers has served M/s Good Parts for several years. But, M/s Good Parts never realized the importance of making these suppliers, who supply their bulk of the components, as virtual partners of their business. Such a move would have proved beneficial to both, the company as well as suppliers.

One of the suppliers, M/s Super Supply, sent its sales representative to discuss certain problems with M/s Good Parts. The sales representative had the following issues to discuss:
i) there was inefficient unloading and storing facilities at the warehouses of M/s Good 
Parts
ii) if M/s Good Parts could hire the services of third-party, the handling and storage system would improve
iii) the information system was inadequate with regard to instructions regarding supplies
iv)
the payment terms had to be improved to enable smooth supply of components
The current layout and design of the unloading dock at M/s Good Parts results often in delays and mishandling. Due to this, M/s Super Supply has estimated that it costs them nearly Rs. one lakh per year. By suitable improvements, M/s Super Supply feels that M/s Good Parts can help them save this amount.

To confirm the claims made by M/s Super Supply, M/s Good Parts contacted its other two major suppliers. These two suppliers agreed with the observations made by M/s Super Supply. Each of these two suppliers has estimated that it loses around Rs. 50,000 per year due to the inadequate and inefficient facilities made available by M/s Good Parts. All the three major suppliers are of the opinion that larger and less frequent ships would help M/s Good Parts to reduce on transportation costs.

M/s Good Parts hires a contractor to estimate the cost for improvements suggested. The cost was estimated to about Rs 10 lakhs.
Questions:
1) Should M/s Good Parts spend Rs 10 lakhs to reduce the cost of the suppliers, or accept that the problem is of the suppliers and not theirs? Does the concept of supply chain management affect this decision? Explain
2) Explain how to apply the total cost approach to the entire supply chain. How would
              it be beneficial?
3) What steps would you propose M/s Good Parts should take to have a better relationship with its suppliers? How would this be beneficial to the company?
