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Abstract
In the face of increasingly fierce competition, SCM is a key 
strategic factor for increasing organizational performance and for 
better realization of goals such as enhanced competitiveness, better 
customer satisfaction, profitability etc. The era of both globalization 
of markets and outsourcing has begin, and many companies select 
supply chain to manage their operations / business. Most of the 
companies realize that in order to evolve an efficient and effective 
supply chain, SCM needs to be addressed for its performance. 
The main focus of SCM is on Buyer-Supplier relationships. As 
automotive manufacturers are leveraging their core business and 
reducing their vertical scale of production, integrating with capable 
system and module suppliers has become a key factor for success. 
SCM has reached a strategic dimension in recent years, requiring 
critical ability to manage global supply chain through Buyer-
Supplier (or collaborative) relationships. The emphasis is on the 
importance of Buyer-Supplier relationships in a supply chain 
environment of automotive industry, performance measures and 
strategies for developing buyer-supplier relationships, an effort 
has been to align and relate them to customer satisfaction.
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I. Introduction 
The world is now in the age of global competition. The marketing 
and manufacturing of a product are increasingly seen in global terms. 
As firms compete globally, they come into contact with increased 
competition. Local economies that where once largely separated 
from the outside world, find themselves open to competition from 
abroad. Often, this competition employs different working and 
management techniques, forces the native firms to broaden their 
horizons, or run the risk of failing to compete. Suddenly local 
firms have to compete in the market place with companies that 
are at the head of the field internationally. With product life cycles 
maturing far more quickly than ever before, these new competitors 
innovate to produce their goods more economically than in the 
past. Increased competition puts emphasis on satisfying the needs 
of the customer  That means producing up-to-date products that 

the customer wants, at the lowest price and of the highest quality 
at a standard that, in the past, would have been unrecognizable. 
One idea is to manage global supply chain through Buyer-Supplier 
(or collaborative) relationships. Collaboration is increasingly used 
as a means of dealing with global competition.

A. Need of Buyer-Supplier Relationships and performance 
Measures in a Supply Chain
In today’s business environment, technological and competitive 
forces are changing at ever increasing rate. To respond to these 
forces, radical changes in organizations have become necessary. The 
viability of a firm now depends largely on how well it is capable of 
respond to customer requirements, since customer these days want 
more value for their money. It is becoming increasingly difficult 
and less economical for firms to produce everything in-house. In 
order to impart value to its products and to improve performance 
firms have begun to look beyond their own boundaries .One 
aspect of this change of focus is that firms are outsourcing more 
of their parts and component production to the members of their 
supply chain. Outsourcing is a very major system of improving 
competitiveness and reducing investment requirements and risk 
levels. Companies have to approach outsourcing as an activity 
requiring sustained attention. Automotive industry is leaders in 
this movement and has come to view out sourcing as strategic 
decision. 
Suppliers determine a large share of the cost of the product. As 
more and more components are out-sourced, the majority of 
costs can be built into a product before the company selling it 
starts building it.  On an average, automobiles are composed of 
5000 parts sourced from some 400 to 500 suppliers. That is why 
Buyer-Supplier relationships are important areas for automotive 
manufacturers because they sub-contract portion of components 
and production to create the opportunity to enhance values and 
efficiency of products. These relationships are a key element in 
enabling both supplier and buyer (OEM’S) to reach levels of world 
class competitiveness in a demanding competitive environment
The automobile industry has seen a remarkable recovery in the 
recent years.  There has been an increase in production and sales 
in all segments of the industry from the year 2007 to 2013, as 
shown in Table 1 below

Table 1: Production Trend (In Numbers)
Category 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13
Passenger 
Vehicles 1,777,583 1,838,593 2,357,411 2,982,772 3,146,069 3,233,561

Commercial 
Vehicles 549,006 416,870 567,556 760,735 929,136 831,744

Three 
Wheelers 500,660 497,020 619,194 799,553 879,289 839,742

Two Wheelers 8,026,681 8,419,792 10,512,903 13,349,349 15,427,532 15,721,180
Total 
Passenger 
Vehicles 

10,853,930 11,172,275 14,057,064  17,892,409  20,382,026 20,626,227
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Automotive Companies are looking for ways to cut concept- to-
customer development time, to improve quality, and to reduce the 
total cost of new products. Stringent customer requirements and 
increasing competitive markets require performance improvement 
across companies. Companies cannot improve their performance 
through improving the internal operations in the Plant itself, rather 
supplier performance need to be evaluated through developing 
Buyer-Supplier relationships. 

According to Hines [4] competitive advantage is being sought 
and achieved primarily through their direct and indirect network 
of suppliers One such organization is the car maker Toyota which 
in Japan has managed to outsource a major part of its competitive 
advantage achievement to its network of direct and indirect 
suppliers. According to Hines indeed, taking productivity as a 
measure, over 80 percent of Toyota’s achievement of competitive 
advantage over its UK based rivals is based on the effective use 
of its supplier network as shown in Table 2 below. 

Table 2: Competitive Advantage in Toyota, Japan Versus the UK Automotive Industry

Japan value added                           Competitive gap    
                                                                                                                                                      
UK value added               
Indexed       

Indexed Competitive gap 
(percentage)

Assembler                                     22.4 1.82 40.4 18
First tier                                        22.4 2.84 62.8 40.2
Second tier                                        9.6 4.35 41.8 31.8
Third tier                                        2.8 4.35 12.2 9.3
Fourth tier                                        0.2 4.35 0.9 0.7
Raw  materials 43.1 1 43.1 0
Total 100 2.01 201.2 100

In recent years, a number of firms realized the potentials of SCM, 
the main focus of which is on buyer-supplier relationships. 

II. Performance Metrics and Measurement in a Supply 
Chain
Suppliers can have a significant influence on a manufacturer’s 
performance, through their contributions to cost reduction, 
new product design and enabling the constant improvement of 
quality. In this section, we make an attempt to discuss some of the 
most appropriate performance metrics and measures in a supply 
chain.

A. Supply Chain Partnership and Related Metrics
Fisher [10] reports that a recent study in US food industry estimated 
that poor co-ordination among supply chain partners is wasting 
$30 billion annually. This clearly indicates the importance of 
partnership in a supply chain. It is not uncommon for outsourcing to 
contribute nearly 50 per cent of the goods produced, Thomas [11]. 
Hence, faster introduction of a product now considerably depends 
on the reliability and quick responsiveness of suppliers. 

B. Production Level Measures and Metrics
Once orders are planned and the goods sourced, the next step is to 
make/assemble them. The performance of this ̀ `make/assemble’’ 
has a major impact on product cost, quality, speed of delivery, 
and on delivery reliability and flexibility. As an important part 
of SCM, the performance of the production process also needs 
to be measured, managed, improved, and suitable metrics for it 
should be established.

1. Range of Product and Services
According to Mapes . [12], a company that manufactures a wide 
range of products is likely to introduce new products at a slower 
rate than companies with a narrow product range. Based on a 
statistical analysis of ̀ `UK Best Factory Awards Database,’’ these 
authors show that plants that manufacture a wide range of products 
are likely to perform poorly on added-value per employee, speed 
and delivery reliability. 

2. Capacity Utilization
According to Wild [13]: ̀ `All the operations planning takes place 
within the framework set by capacity decisions.’’ From the above 
statement, the role of ``capacity’’ in determining the level of all 
supply chain activities is clear. 

3. Effectiveness of Scheduling Techniques
Scheduling refers to the time or date at which activities are to 
be undertaken. Such fixing determines the manner in which the 
resources flow through an operating system. The effectiveness of 
this has a significant impact on the performance of a supply chain. 
For example, scheduling based on JIT has tremendous influence 
on inventory levels. 

C. Performance Evaluation of Delivery Link
The link in a supply chain that directly deals with customers is the 
delivery of goods or services, and therefore, it is called ``driver 
of customer satisfaction [14]’. 

1. Measures for Delivery Performance Evaluation
In any typical delivery distribution mode, the delivery channel, 
vehicle scheduling, and warehouse location play an  important 
role in delivery performance. An increase in delivery performance 
is possible by selecting suitable channel, scheduling and location 
policies. 
Moreover, the following aspects of delivery reflect customer 
satisfaction:

the number of faultless notes invoiced; and• 
the flexibility of delivery systems to meet particular customer • 
needs.

2. Total Distribution Cost
Perhaps the most important research concerning logistics that is 
going on is in the area of designing efficient and cost-effective 
distribution systems. 

D. Measuring Customer Service and Satisfaction
Since customers are from as far as other corners of the globe, 
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without a satisfied customer, the whole exercise of applying the 
supply chain strategy could be costly and futile. For effective 
performance measurement, supply chain metrics must be linked to 
customer satisfaction [6]. This measurement is needed to integrate 
the customer specification in design, to set the dimensions of 
quality, for cost control, and as a feedback for the control of 
process. Flexibility in Products/ services to customer demand, 
the customer query time, Post transaction measures of customer 
service and Service level compared to competitor.

E. Supply Chain Finance and Logistics Cost
The financial performance of a supply chain can be assessed by 
determining the total logistics cost. It is necessary to decide on a 
broad level of strategies and techniques that would contribute to 
the smooth flow of information and materials in a supply chain 
environment. Since logistics cut across functional boundaries, 
care must be taken during decision making as the cost in one area 
affects the cost in other areas [15].

III.  Strategies for Developing Buyer-Supplier Relation-
ships
The following are the ways in which buyer-supplier relationships 
can be developed for increasing performance of automobile 
industry:

A. Collaboration / Supplier Associations 
One of the major industrial innovations of recent times has 
occurred in the relations that firms have with their suppliers. In 
the era of mass production, firms tended to keep their suppliers 
at arms’ length, competing as much with their suppliers as they 
did with their competitors. Through Supplier Associations, 
most importantly, costs such as those incurred by monitoring, 
enforcement, insurance, and quantity and price negotiation are 
all reduced. Reducing costs can then improve investment in 
manufacturing [20] or communication between buyer and supplier. 
Reducing waste can also help improve forecasting and detecting 
defects. 

B. Involvement of Supplier in Product Development
Involving suppliers in product development has namely been 
argued to contribute to reduced development time, reduced 
development and product costs and improved product quality. 

C. Supplier Development Programmes
Supplier Development Strategies include incentives, such as 
awards or rewards, competitive pressure, issuance of performance 
evaluations, and direct involvement, such as through training and 
education. 

D. ICT Information and Communication Technologies
The automobile industry is extremely dependent on a well-
integrated supply chain since the number of actors is often 
substantial. Therefore players must be able to share information 
regarding, not just their own business plans, but also market 
and business information, such as price trends, raw material and 
domestic market potential [22]. 

E. Ties with Dealers
In the automobile industry, the key to successful relationship 
marketing rests at the dealer level. As far as the consumer is concerned, 
the dealer is the face of the company. How the dealer performs – 
either good or bad – is how the company will be viewed. 

F. Role of Trust
Research suggest that trust in buyer-supplier relationship may be 
important source of competitive advantage because it 

it lowers transaction costs [28]• 
facilitates investments in relation specific assets• 
leads to superior information sharing• 

G. Managing Few Suppliers
The main effect of a reduced supplier base is that it leaves 
the buyer more time to develop closer relationships with the 
remaining suppliers. When correctly managed, this should lead 
to a competitive advantage for the manufacturer, through reduced 
costs, higher quality and innovation resulting from the support of 
suppliers in product or process development [29].  

IV. Conclusion
This paper discusses the importance of Buyer-Supplier 
relationships and strategies for developing the same are discussed.  
Best universal practices of performance measurement of supply 
chain are also discussed.
The literature review also leads to a conclusion that such a study 
is needed to streamline the flow of material, information and cash, 
simplify the decision making procedures, and eliminate non-value 
adding activities. Emphasis has been placed on establishing and 
maintaining strong supply chain partnerships. A supplier is no 
longer required to conform rigidly to the specifications, but rather 
has the ability to incorporate a greater value into the products/
goods supplied, and to relate proactively with the buyer. The 
review also shows that the performance measurement is growing 
in its scope and importance e.g.  There is a shift in focus from the 
traditional cost accounting method to a technique which takes into 
account the cost of activities and its impact on other functions 
such as customer service, asset utilization, productivity and quality 
in order to encompass and emphasize the overall supply chain 
performance.
The role of information technology is shifting from a passive 
management enabler through databases to a highly advanced 
process controller that can monitor each activity, and decide 
upon its own course. As the international trade barriers continue 
to erode, emphasis is on the supply chain to get standardized 
and simplified through various benchmarking and performance 
studies.
Finally, each organization needs to capitalize on supply chain 
capabilities and resources to bring products and services to the 
market faster, at the lowest possible cost, with the appropriate 
product/service features, and the best overall value. The future 
holds out for a lean international supply chain.
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