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RC Workshop Cases – DRK Research.
Situation
You are a large truck manufacturer, Truckco, building trucks similar to figure 1 below.  Your annual revenue is $8 billion dollars per year. You have (4) manufacturing sites; two in the U.S. (Oregon, North Carolina), one in Ontario, Canada and one in Mexico.
[image: image1]
Your suppliers are in the U.S. and Canada. On a frequent basis, you have experienced unplanned supplier events such as shortages, declining quality, or in some cases even supplier bankruptcies. As part of a larger organizational improvement project you have conducted a supplier risk assessment for a selected commodity group in support of the mitigation of risks at identified critical suppliers.  The objectives were two fold: First to assess all criteria that contribute to supplier risks in the detail level required for identifying critical suppliers and analyzing root causes; Second to implement mitigation steps at identified suppliers.
Figure 1.  Truckco Finished Product

In order to identify critical suppliers holistically and within a limited time frame, a rapid, web based approach was used.  This approach enables organizations to assess supplier risks holistically within 6 categories: 

1. Relationship, 

2. Performance, 

3. HR, 

4. Supply Chain Disruption, 

5. Financial Health, and 

6. Environmental Indicators. 

The assessment was conducted as a combination of interviews and an on-line survey that allows organizations to assess a large group of suppliers within a short time frame.  High-level results of the assessment are presented in the form of a supplier portfolio including supplier risk probability and revenue impact of each supplier. 

The Commodity segment under review -Injection Molded Plastics

What are injection molded plastics? Essentially, they are the product of an injection molding process in which melted plastic is forced into a mold cavity. Once the plastic has cooled, the object is released and then the process begins all over again.

There are three main parts in an injection molded plastics machine: the mold, the clamping unit and the injection unit. It is the clamping unit that holds the mold together during the plastic injection and the cooling process.

Plastic material in the form of small pellets are fed into the injection unit and then heated to a molten stage (transforming from a solid state to a liquid). After reaching the right temperature, the hot molten plastic is forced into the mold. Either a screw or a ram controls the pressure and speed of this phase of the injection molded plastics process. The short phase between the injection and the cooling of the object into its solid form is referred to as the "dwelling" phase. This step ensures that the mold cavities are completely filled before cooling begins.

What are the benefits of injection molded plastics? This process allows companies to produce products of more complex and intricate shapes that would be too difficult or costly to machine. The injection molded plastics process also allows many parts to be created at the same time with the same mold. Other advantages include high production rates, low labor costs and high repeat tolerance, plus there is very little need to do anything to finish the part after it is molded. The unused plastic pellets and runners can also be recycled for future molds so there is virtually no waste.

There are some disadvantages too, primarily the expensive investment in machine costs. Also, there can be some limitation in the design of the parts because molding considerations must be kept in mind.  An IMP workforce is higher skilled than most general plastic workers and training, pay and turnover are important issues in the industry. 
This segment is under extreme pressure from off shore manufacturers.  The cost of the main raw material (plastic resins) is considerably impacted by the price of oil.

Your total spend for this category is $120 million per year.  The following are your assignments during this workshop.
1. Review  the overall results of the assessment  using the “Risk Distribution Matrix.  

2. Recommended actions to improve the portfolio of suppliers in this segment.

3. Review the specific suppliers assigned and recommend improvement  and/or mitigation actions.

Supplier 1:   MFG. INC.,  East Pointe, MI
Revenue impact: $2.8 billion  Spend: $100,000

MFG Inc. specializes in manufacturing Brake Parts, Clutch Parts, and Suspension Parts for the automotive industries.  They hold several patents on very special parts with electronic components imbedded in IMP components.  They have 50 employees and 1 facility.  
Privately Held.  
	Sales:
	Under $1 Mil

	Employees:
	50-99

	Activity:
	Service Company

	Year Company Founded:
	1965


	US|MI|EASTPOINTE
	St.Thomas TMP
	Canada|ON

	Market Dynamics
	Merger and Acquisition
	Regulatory
	Disaster
	Transportation

	5
	5
	4
	3
	3

	MRR
	SCAR
	Audit Date
	Audit Score
	On-time Delivery

	3
	 
	5
	 
	4


Market Dynamics -  small supplier focused only on specialty automotive parts, highly linked into Ford   

M& A- highly likely due to consolidating market with offshore pressure. They are small and privately held
Regulatory – in a highly unionized environment with Automotive regulations

Disaster: no issues.

Transportation - Having OTD problems for Oregon and Mexico due to long transportation route and exposure to weather stoppages.
They have never been audited by the supplier review team but there are no significant MRRs.

Supplier 2.  BW Plastics, Detroit MI
	US|MI|DETROIT
	Santiago TMP
	Mexico|blank


Revenue Impact: $7 billion Spend: $3,000,000

B W is a leading manufacturer and designer of highly engineered molded thermoplastic components and assemblies for sale to automotive original equipment manufacturers ("OEMs") and automotive suppliers. The company's products include air flow ducts, air exhausters, fender liners, functional trim and interior trim. The Company's customers include General Motors, Daimler-Chrysler, Air International, Intier and Visteon. With $60 million in sales and over 1,200 employees, B W operates six manufacturing facilities in Michigan and one manufacturing facility in Mexico. 


As BW Plastics, Inc. they have been in business for 45 years. In continuous operation as a family enterprise serving the automotive, consumer, and industrial related segments, the company has earned a reputation for dependable, high-quality service. The current operations of the company include a Corporate Office and Technology Center in Marysville, Michigan, approximately one hour north of metropolitan Detroit; five injection molding plants, one blow molding plant in Southeastern Michigan, and a plant near Mexico City. BW Plastics has just been purchased and incorporated into a private equity fund.

New York, NY (March 29, 2007) -- KP Special Situations Fund II ("KP") announced today that it has signed an agreement to acquire the North American automotive business ("BW") of S&K Holding AG through a newly formed company, BW Holdings, Inc.. KP Special Situations Funds are a family of private equity funds with over $600 million of committed capital focused on constructive investing in restructurings, turnarounds and other special situations. KP has created new companies to purchase operating assets out of bankruptcy; established stand-alone entities to operate divested assets; and recapitalized highly leveraged public and private companies. The KP investment strategy targets companies with strong franchises that are experiencing operating and financial problems. KP invests its capital concurrently with a turnaround plan predicated on cost reduction, capital investment, and capital availability. Typically, the KP turnaround plan is accompanied by a financial restructuring of the company's liabilities. The KP investment strategy and portfolio companies are described in detail at the firm's website:
	Market Dynamics
	Merger and Acquisition
	Regulatory
	Disaster
	Transportation

	5
	5
	4
	3
	4

	MRR
	SCAR
	Audit Date
	Audit Score
	On-time Delivery

	5
	 
	1
	5
	5


Market Dynamics -  automotive supplier, highly linked into big three.  

M& A – already in progress.  More to come.
Regulatory – in a highly unionized environment with Automotive regulations

Disaster: no issues 

Transportation -– must ship from Detroit to Mexico – border crossing, weather route

Other: Bad Quality audit and OTD performance. Bad MRR level.
Supplier 3. CD Mfg., Hillsdale, IL
Revenue Impact: $3 billion    Spend: $5,000,000

Auto parts maker CD Mfg. (formerly Venture Holdings) supplies car manufacturers with products such as cargo management systems, doors and door modules, instrument panels and cockpits, and painted exterior components. The company has facilities in the US, the Czech Republic, and Hungary. Customers include Ford, General Motors, PSA Peugeot Citroën, DaimlerChrysler, and Volkswagen.  Venture Holdings began operations in May 2005 after buying key assets from bankrupt Venture Holdings. The company changed its name to CD Mfg in November 2005. In 2007 the company agreed to buy the North American plastics business of Supplier 5.  CA&T Mfg.
Employees: More than 4,200   Annual Revenue: $1 Billion in 2005
Facilities: CD Mfg operates 17 facilities; in the United States and the Czech Republic, but as the industry changes, we have the resources in place to quickly meet the demands of our customers wherever they operate. 

Customers

DaimlerChrysler, Ford, General Motors, Toyota, Nissan, PSA Peugeot Citroen, VW, Audi, Skoda, Isuzu, Suzuki, Sumitomo 

Products:  
 

· Instrument panels and cockpits 

· Doors and door modules 

· Exterior fascias, components and trim 

· Cargo management systems 

.

	Supplier 3
	
	US|IL|HILLSDALE
	St.Thomas TMP
	Canada|ON

	Market Dynamics
	Merger and Acquisition
	Regulatory
	Disaster
	Transportation

	4
	1
	3
	2
	3

	MRR
	SCAR
	Audit Date
	Audit Score
	On-time Delivery

	1
	 
	5
	 
	1


Market Dynamics -  automotive supplier, highly linked into big three.  Big guy in the market.  

M& A – already in progress.  More to come.

Regulatory in a medium unionized environment with Automotive regulations

Disaster: no issues 

Transportation -  medium risk but must ship from Il to Canada – border crossing, weather issues route

.  

Other: No Q audit and good OTD and MRR performance

Supplier 4. CC Mfg.  Inc. Chicago, Ill
Revenue Impact: $6 billion    Spend: $2,000,000

For more than 50 years, CC Mfg has been serving customers worldwide with creative solutions to unique problems. We have the experience and skills to help turn your ideas into reality. Whether you are in the market for a new product or an alternative to your current process, let CC put its team to work for you. We can assist every step of the way, from design through finished product. Our commitment is to total customer satisfaction.
Precision manufactures plastic injection & structural foam injection molds & molded plastic parts. We have established an excellent reputation in the industry as a competitive source of plastic injection & structural foam molds & molded plastic parts.

Family owned.  In Business since 1957.

Employees: 200   Annual Revenue: $10 million in 2005 (estimated)
Facilities: CC Mfg operates 2 facilities Chicago and Gary, Indiana
	Supplier 4
	
	US|IL|Chicago
	St.Thomas TMP
	Canada|ON

	Market Dynamics
	Merger and Acquisition
	Regulatory
	Disaster
	Transportation

	4
	1
	3
	2
	3

	MRR
	SCAR
	Audit Date
	Audit Score
	On-time Delivery

	1
	 
	5
	 
	1


Market Dynamics -   plastic mold and form supplier, highly linked into consumer plastics customers with margin pressures.  

M& A - not likely in this market. Very “craftsman” based. Hard to buy “people”.
Regulatory – in a medium unionized environment with some city and state regulations but generally no issues.
Disaster: no issues except snow days but molds are long lead time so no impact.

Transportation - medium risk but must ship from Il to Canada – border crossing, weather route. Due to long lead time of molds, no big issues.
Other: No Q audit and good OTD performance. No MRR issues.
Supplier 5. CA&T Corp.  Athens, TN
Revenue Impact: $1.3 billion    Spend: $9,000,000

In business since 1843, CA&T Corporation is a global leader in cockpit modules and automotive floor and acoustic systems and a leading supplier of instrument panels, plastic-based trim, and convertible top systems. The Company's high-quality products combine superior design, styling and manufacturing capabilities with NVH "quiet" technologies that are among the most effective in the industry CA&T supplies all North American Vehicle Manufacturers and is a leader in Cockpit, Interior Trim, Flooring and Acoustic systems
 

Locations: +45
Employees: 14,000
Sales: $700 million
 

SOUTHFIELD, Mich., April 2 /PRNewswire-FirstCall/ -- CA&T announced today that it had signed an asset purchase agreement (Agreement) with CD Mfg. for the sale of a significant portion of the Company's North American Plastics Business. The Company will file a motion seeking approval of the Agreement subject to higher or better offers through a bankruptcy court-monitored auction process. At that time, details of the Agreement will be made available. The Company expects a hearing on its motion in mid-April 2007 and a hearing to approve the results of the auction in May 2007.

"Moving this transaction forward is particularly noteworthy as we work towards our exit from bankruptcy," said Jay Bozo, CA&T Chief Restructuring Officer. "We look forward to closing this transaction and finalizing a number of other important transactions in the coming weeks and months in connection with our efforts to preserve as many jobs as possible for our employees and to maximize recoveries for our creditors."

The portion of the Interiors Plastics business covered in the Agreement includes nine facilities in the United States, Canada and Mexico, employs approximately 3,500 people and produces products for the North American domestic automakers. Under the terms of the Agreement, consummation of the sale is subject to several conditions and termination rights of the parties.

	Supplier 5
	
	US|TN|ATHENS
	Mt. Holly TMP
	US|NC

	Market Dynamics
	Merger and Acquisition
	Regulatory
	Disaster
	Transportation

	4
	5
	3
	2
	2

	MRR
	SCAR
	Audit Date
	Audit Score
	On-time Delivery

	5
	 
	1
	4
	1


Market Dynamics -  automotive supplier, highly linked into big three.  Big guy in the global market. coming out of bankruptcy.  

M& A – already in progress.  More to come. Cash issues and disputes with Ford.

Regulatory in a low unionized environment with Automotive regulations

Disaster: no issues 

Transportation -  low risk shipping to NC only.

.  

Other: Recent  Quality audit with bad score and good OTD performance but high material rejects

Supplier 6: Colly Plastics Surrey, British Columbia Canada 
Revenue Impact: $625,000    Spend: $20,658
Since 1945 Colly Plastics has been a leader in the engineering, tooling, and plastics field. We have been able to attain our status through a dedication to quality, value, and service from the very beginnings of design, through the manufacturing process, and to the end point of packaging and shipping. 

We recognize that your investment in engineering and tooling is a critical component in the manufacturing of your product. For that reason, our facilities are constantly upgraded to offer the latest in technology and equipment to meet all your needs.
As a service provider, one of the key intangible elements in a company is their company culture. Our management philosophy is one of teamwork. We have adopted a formal Continuous Improvement Through Teams (C.I.T.T.) program that creates a pro-active environment that ensures our offering meets your expectations. We have Continuous Improvement Teams
Focused on Engineering resins and we Operate under Lean Manufacturing Principles, ISO 9001-2000, 24 hours 5 days week within a 50,000 square foot facility. 

Family owned.  In Business since 1945.

Employees: 50   Annual Revenue: $25 million in 2005 (estimated)
Facilities: Colly operates 1 facility in Canada (British Columbia)
	Supplier 6
	
	CA|BC|SURREY
	Manufacturing
	Portland|OR

	Market Dynamics
	Merger and Acquisition
	Regulatory
	Disaster
	Transportation

	3
	2
	4
	2
	4

	MRR
	SCAR
	Audit Date
	Audit Score
	On-time Delivery

	1
	 
	1
	1
	1


Market Dynamics -  diversified molding and tooling for plastic industry, small amount to automotive. 20% consumer products, 40% industrial, 40% auto and truck.  Just made a big deal with Whirlpool to build tooling for a new plant in Evansville.

M& A -
not likely due to diversification and growing market.  They are a people driven business.

Regulatory - in a highly unionized environment with Canadian labor regulations

Disaster: can have significant weather problems in their location. 

Transportation - must ship from BC to OR – border crossing can be an issue

Supplier 7. GAA Mfg., Evansville, In
Revenue Impact: $8 billion    Spend: $1,000,000

GAA Mfg. began as the GAA Glass Company in 1932. Back then they made windshields for the automotive industry. GAA is one of the world's largest glassmakers with more than 60 facilities on five continents, GAA primarily produces float glass and fabricated glass products for the automobile and construction markets. It also makes architectural glass, fiberglass, and automotive trim parts. Through its Building Products Group, the company operates GAA Fiberglass, Builder Marts of America, GAA Building Products Distribution, and Ashley Aluminum. President and CEO Wayne Daveys  took GAA Industries public in 1968 and bought it back for himself in 1985. 

 While they  were expanding their glass business globally, they also began to diversify. Beginning with the first in 1980, GAA opened several fiberglass insulation plants. Then in 1998, they acquired Builder Marts of America (BMA) and in 2000, they purchased Cameron Ashley Building Products (now GAA Building Products Distribution), moves that gave GAA a strong and growing presence in the building materials distribution business throughout North America.

In the 90s, they also expanded their automotive capabilities. With the acquisition of Automotive Moulding Company of Warren, Michigan, and Lab.Radio, in Valencia, Spain, both automotive trim manufacturers, they became the first and only company to manufacturer and fabricate both glass and trim products for the automotive industry. GAA remains a top 100 automotive supplier to the global automotive industry.

GAA's major customer is the automotive industry. It plates plastic truck grilles, mirrors, trim and interior parts such as door handles. 
Privately owned.  In Business since 1932
Employees: 5000   

Annual Revenue: $250 million in 2005 (estimated)
Facilities: operates 20 facilities world wide. Mostly in the Midwest.
	Supplier 7
	
	US|IN|EVANSVILLE
	Manufacturing
	Portland|OR

	Market Dynamics
	Merger and Acquisition
	Regulatory
	Disaster
	Transportation

	4
	2
	3
	4
	4

	MRR
	SCAR
	Audit Date
	Audit Score
	On-time Delivery

	2
	 
	1
	3
	1


Market Dynamics -  diversified multi-industry, 20% automotive. 30% consumer products, 40% industrial, 10% truck.  Just made a big deal with Whirlpool to build a new plant in Evansville dedicated to Whirlpool.

M& A -
likely that they will buy up some companies due to diversification and growing market.  They are the big player.

Regulatory - in a medium unionized environment but have EPA issues.
Disaster: can have significant weather problems in their location (Indiana – Tornados, snow, ice ) 

Transportation - must ship from IN to OR –in winter, snow can be an issue. In summer, storms and tornados.
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