


Supply Chain Management: Analytical Report





The situation that Ford Motorcars and Firestone Tyres have found themselves having to deal with over the last two years could arguably have no single appropriate method or model that could fully assess or critically appraise an two organisations supply chains.  Despite the situation, analysers of Supply Chain Management (SCM) would argue that the two companies did capitalise successfully on many areas of their SCM operations.  These areas being: strong long-term supplier relationships (via single sourcing), the decision to vertically integrate ‘upstream’ (to buy-in rubber/tyres in order to allow Firestone/Ford to concentrate on core business activities), and effective physical distribution management.  Nevertheless the recent media attentions concerning lack of product safety, regarding tyre quality have questioned where the two firms priorities within their product design processes lie: increasing customer safety or reducing cost of production.  Whatever the organisations production objectives, there are various analytical options that Ford and Firestone have at there disposal,  for example fig 1, that all hold degrees of applicability to the scenario.





Fig 1:





Theoretical Model of Supply Chain Management: Improved Safety Performance
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The theoretical model identified above has a structure that is based upon a series of basic flow diagrams that exhibits how the purchasing function brings together the operation with its suppliers (hence used by the purchase and supply management function of an organisation).  This model was therefore chosen for it’s ‘make or buy’ decision-making process focusing properties.  However added to the model is a series of safety operations that are designed to intensify Ford & Firestones safety procedures.   These procedures being introduced, based on the assumption that Ford decide to remain in it’s current position of vertical integration within it’s supply chain, hence continuing to buy-in their tyres from Firestone.





This outlined theoretical model I would therefore state has various strengths and weaknesses both when used on its own and when compared with other possible analytical options that could have been considered to remedy this scenario, that the intensified safety features will demonstrate should they be put into practice.





Firstly when examining the advantages of the model, it plainly outlines a strong emphasis is to be placed upon safety procedures being optimised.  Relying therefore on both supplier and buyer to take responsibility of safety.  An additional option to this model could be further intensify it with the use of an external auditing system that would avoid bias tendencies towards the safety inspecting organisation, hence disallowing faulty tyres from ‘accidentally slipping through the net’.   If the model was utilised by Ford and Firestone, or if the case may be Ford and another tyre supplier, they may discover opportunities that allow them to begin to rebuild their company reputations as far as product safety is concerned.  Possibly with further advertising by Jac Nasser (Ford Chairman), which aims at, inform customers of the new ‘double check’ safety monitoring procedures.





Improved product safety does come at a price though, one that Ford and Firestone will have to be prepared to accommodate if they are to prevail from this situation.  For more advanced tyre quality monitoring to be implemented, the concept of producing a safer tyre for the customer, relies on the re-designing of the ‘product design process.’  This is where the first major expense may therefore lie for  both firms who will have to endure the financial outlay of having to recruit more labour to design and execute the new tyre quality checks.  With added safety checks, both firms may find themselves experiencing increases in product assembly times.  This results in project managers being required to make careful decisions along with these issues in mind in order to ensure shifts to the new production process are made as smoothly as possible.  Fig 1 can therefore be made more effective if used in conjunction with other planning tools (see fig 2), of which procedures can be generated from that  are aimed at focusing the project planning and control processes on particular goals, in this case inserting new safety monitoring procedures with as little hindrance to the production process as possible. 


 





fig. 2:  





The Five Stages of Project Planning
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As can be identified from fig 2, the above planning process model has five stages of which each stage in turn is to be recognised and optimised before the next stage is commenced.  This planning tool is designed to fulfil four objectives: 1) Determine duration and cost of project 2) Aid the work allocation and monitoring process  3)  Determines the level of resources needed  4) Asses the impacts of any changes to the project. 





 Table 1 displays how this planning process fulfils the objectives of the Ford/Firestone situation, should the companies remain within their current buyer/supplier relationship, taking into account the additional safety features imposed by fig.1.





Table 1:





OBJECTIVE�
Fulfilled Criteria of Ford/Firestone�
�



1)  Determine duration and cost of project�
Required time to carry out more safety checks, by both firms.  Aswell as additional costs of safety monitoring equipment and financial cost of delays in production.   �
�
2 ) Aid the work allocation and monitoring process�
Employ additional factory workers, or an internal auditing team to carry out safety checks.�
�
3)  Determines the level of resources needed�
New equipment required and the costs of running it.�
�
4)  Asses the impacts of any changes to the project�
Allows both firms to observe the impact of any alterations to projects in advance.�
�






Ford and Firestone also have the option to use fig. 2 without the use of the fig. 1, which consequences in Ford having the option to terminate their tyre supply contract with Firestone, and searching for another way of obtaining a source.





What Other Options Do Ford Motorcars and Firestone Tyres Have At Their Disposal?





Many would claim that the long-term buyer/supplier relationship between Ford and Firestone is beyond saving.  These claims being reinforces with the evidence displayed during US court trials, that has unveiled that both firms feel that the other firm is to blame for the tragedies that have occurred.  Therefore if the working relationship between these two companies is unsalvageable, then they will be forced to look at other options in attempts to rescue their reputations and product quality.   





Ford Motorcars





More than likely Ford and Firestone will choose to go their separate ways once this case is resolved.  For Ford this will mean having to find another tyre supplier, however this time taking into account the past experience with Firestone.   I would therefore suggest that Ford invest more in supplier quality assurance programmes (SQA).  SQA programmes are designed to monitor and improve the levels of supplier quality.  It does this by assessing the capabilities of the supplier in terms of their systems, equipment, training and procedures.  In turn Ford will benefit as investment into the programme will ensure that their suppliers remain capable of meeting their tyre quality specifications.  As a result of this suggestion, I would not recommend that Ford attempt to focus on finding the lowest priced supplier, through multi-sourcing (purchasing supplies from more than one source).  This technique of supplier sourcing tends to only benefit firms on a short-term basis, hence making it hard for effective SQA programmes to be developed.  Multi-sourcing also requires more effort to communicate with suppliers, which was an issue for Ford when it came to retrieving safety information from Firestone, which must be made mandatory with the new supplier.





Another option that Ford has in controlling their product quality, is to take the issue of safety control into their own hands, hence become more ‘upstream’ vertically integrated within it’s supply chain (see fig 3.  In this instance, Ford will take it upon themselves to produce the tyres required, resulting in them not being dependent on external suppliers to maintain product quality.  This will incur a lot of investment on Ford’s behalf, however the benefits of this investment will consist of Ford being able to take more.  Advantageous control in the form of: material usage, speed of production, monitoring safety/quality information and cost sharing (e.g. storage).  Also communications can be enhanced along a vertically integrated network, making Ford’s regulation of activity easier and cheaper due to the transaction cost of co-ordinating across organisational boundaries being eliminated.








fig 3.


                                                                       ‘Upstream’ Vertical Integration
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Firestone Tyres





Ford CEO Jacques Nasser has said the recall has threatened Firestone's business with Ford, announcing that talks have begun with Goodyear Tyres regarding the supplying of tyres for the 2002 Ford Explorer and Mercury Mountaineer sport utility vehicles.  Unfortunately for Firestones, Ford Motorcars make up approximately 30% of Firestones custom, representing Firestones largest customers.  Therefore the loss of Ford’s custom and public confidence in Firestone tyre’s, many branding experts have speculated that Firestone’s chance of recovery will be challenging. This is evident by reports compiled by independent tyre dealers have exposed slower sales for Firestone Tyres, even on lines not affected by the recall





As with Ford,  upstream vertical integration may be a possible solution, apart from in this context Firestone should consider the option of extracting raw materials through their own means.  This effort would therefore allow for more control of quality of rubber obtained and used in the production of the tyres. 





Another viable option for Firestone would be to rename or even drop the Wilderness Tyre, which has been the line, associated with most of the faulty tires. Possibly attempting to phase out the Firestone name in favour of Bridgestone, who took over ownership of the Firestone brand in 1988, or it could create a whole new brand name.  This would usually be regarded as a desperate measure, but the Firestone name has been so heavily tarnished, as a result of the firm not being honest with customers.  The firm holding back information about the problems has breached the trust between the company and consumers trust that can take years to repair.


�


Many have argued, especially Ford, that it is a design fault that is the cause of blame for Firestone’s faults.  However it as reported that tyres provided by Firestone did not have the safety layer of nylon that Ford requested that is positioned on the tyre (sitting between the tyre steel belt and tread), to allow for tyres to accommodate the more humid road conditions of the somewhat hotter states where the larger majority of the accidents and injuries occurred as a result of tyre ‘blow outs.’   A decision therefore, that Firestone may find beneficial, might be to re-design the tyre with the added tyre strip.  This decision combined with a renaming of the brand may pose a solution for the firm. 





I would also recommend that the above two options for Firestone be exercised in conjunction with the above fig.1 safety model.  This would result in a renamed brand that has added safety features (nylon strip), which are combined with more advanced safety checks.  Hopefully this will create a substantially safer, which when launched will be able to restore sacred trust of customers, which with the nature of this product is vital for success.








Within the motorcar industry, instances were defects in SCM have occurred, have at one time or another targeted all the major brand names of the industry.  Firstly this is evident by an incident that involved Swedish car producer Volvo and their decision to sell the business to Ford.  The decision not only resulted in job losses across the UK, labour supply fell due to workforce fears of job security.  This loss meant the loss of a skilled workforce, a quality that many of Volvo’s customers recognised and therefore consequently the take over (which included a new brand name) resulted in a fall in sales for Ford’s new firm.





Another situation where SCM has been unsuccessful can be attributed to tyre manufacturer Dunlop and one of their most prestigious customers, BMW.  In this instance Dunlop experienced a supply shortage of the appropriate materials required to produce certain model of tyre that the German cars ‘5 series’ models have only been designed to accommodate. As a result, owners were unable to fir any sort of tyre to their vehicles during this shortage time of several weeks. Even tyres of the same size were not adequate, as tyre had to be of the exact specification (size and mould) that BMW had chosen for the vehicle. In this case BMW blamed Dunlop for not balancing supply with demand accurately. BMW stated they had no intentions to alter the vehicle’s tyre specifications, however I believe such alterations would be wise as it would give them the opportunity to switch tyre supplier should this situation arise again.








I feel the above organisations positions can be contrasted fairly with rival Japanese car manufacture, Nissan.  The company owns various production companies throughout the world and like Volvo, Ford, Dunlop, and BMW, they have to deal with SCM issues effectively in order to be profitable in operation.  For Nissan, it was a problematic issue of finding which of it’s production companies, who all work separately, could produce their Nissan Micra model for a the cheapest base cost. The technique of multi-sourcing for Nissan meant that these companies had to all compete for the contract.  This encouraged these car producers to negotiate with their component suppliers to lower their prices so that the Nissan manufacturer can reduce their costs in order to compete for the global contract of Nissan Micra production.  This effective technique allowed Nissan to choose where to locate Micra production.  However for Nissan UK, this meant the only way they could compete for the contract was to turn their production plant in Sunderland, into the first ever 24 hour car factory, in order to allow the unit price to fall. These measures being due to a strong pound making it very difficult for the UK plant to compete on terms of price with the Euro.  This contrasts the Volvo workforce situation as it added a third shift to the Micra production working day, resulting in the creation of a significant number of job opportunities. This also illustrated how multi-sourcing of key components can benefit car manufacturers in terms of supplier flexibility, allowing supply source switching opportunities should problems arise.





In conclusion, I feel I have had the chance to draw upon and outline some of the strategic concepts that are vital to the area of Supply Chain management. Whilst concentrating on the car manufacturing industry, I felt that I was able to focus in on and develop a better comprehension of the dynamic effect which emphasises the demand changes within the industry; demand changes that influence many upstream operations (e.g. the purchasing functions), within the supply chain. This I attempted to demonstrate with the use of diagrammatic form. Finally, this report has allowed me to observe the level of competitive advantage that a firm can acquire via studying real life strategic decisions made by organisations during the process of Supply Chain management.  
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Stages owned by Ford Motorcars As A Result of Vertical Integration














