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ABSTRACT:  

This article aims to present existing models of relationship between automakers and suppliers in 

the Brazilian industry. Results from technical visits and interviews with automakers were 

illustrated with results obtained in multi-cases study of auto suppliers. The interviews were 

conducted with professional managers and directors in the year 2007. It was concluded that new 

forms of relationships between automakers and their suppliers resulted in a hierarchical structure 

of supply of auto parts. It is not possible to generalize, but it was observed that the relations 

depended on the institutional features of the supplier, the technological complexity of the 

component, the productive capacities and the history of relations between manufacturer and 

supplier. Nowadays relations are closer to the characteristics of a cooperative model, with long-

term relationships and greater mutual dependence, but the cost is still used as the main criterion. 

The relationship cannot be regarded as strictly cooperative or competitive relationships. 

 

 



1. Introduction.  

The Brazilian automotive industry has been living with the challenges of a global dimension and 

through major transformations since the beginning of the 90s and particularly after the adoption 

of a sectoral legislation called the “New Automotive Regime”. Multinational automakers, 

already installed in the country, invested to create new plants and to upgrade the old ones, with 

the upgrading of products and manufacturing processes, using new forms of management, 

organization of production and work, and the establishment of new patterns of relationship with 

its suppliers.  

New forms of relationship and transaction among customers and suppliers have been practiced 

by companies in search of improvements in its supply chains, mainly due to changes in the 

competitive global environment. The automotive industry is a remarkable example of these 

important changes in the relationship between the companies operating in the supply chain.  

Empirical studies abroad have captured a trend of companies replacing the traditional customer-

supplier relationships to create strategic partnerships for collaboration in the long term. 

Companies are encouraged to replace the traditional form of relationship where there is a simple 

relationship of buying and selling and moving to adopt a more stable and collaborative 

relationship with its suppliers.  

This article aims to study the relationship between automakers and suppliers in the Brazilian 

automotive industry, to create a relational typology framework, from case studies conducted in 

fourteen suppliers to car assemblers installed in Brazil. 

2. The Brazilian automotive industry. 

The competitive pressures on automakers and urgency to reduce costs and accelerate the 

development of new products have made the car assemblers to seek from their suppliers of 

automotive new forms of relationships that came to involve: (1) the search for suppliers of lower 



overall cost, regardless of their geographic location or national (global sourcing), (2) greater 

accountability of suppliers in developing the design of items supplied by them (the manufacturer 

provides specifications and performance information on the interface between the component in 

question and the rest of the vehicle, leaving it to the design of the supplier of the product using 

its own technology) and (3) the provision of systems, sub-systems or modules rather than 

individual components (the first-level supplier becomes responsible not only by the assembly of 

these items, but also assumes responsibility for the management of sub-suppliers in the next level 

of the production chain) (SALERNO et al., 1998; COSTA & QUEIROZ, 2000; and 

HUMPHREY & SALERNO, 2000).  

These changes that are occurring in the global auto industry affected several countries, 

particularly Brazil, which was one of the countries that received more automakers industrial 

plants, with the installation of new and innovative plants or restructuring and updating the other 

ones. 

The new production plants were installed in Brazil only in the second half of the 90s, motivated 

by factors such as market opening, specific policies for this sector and the forecast of growth of 

Brazilian economy, consequently, the demand for cars. 

In the early 90s, the Brazilian auto parts suppliers industry was organized into two major groups: 

(1) the first consists of large national and multinational companies that provide products of 

higher density technology directly to manufacturers of vehicles and (2) the second group 

consisting of a large number of small and medium enterprises of auto parts, mainly with 

domestic capital, which produced items of lesser technological complexity primarily to the 

replacement market. (POSTHUMA, 1993) The supply of components and other individual 

pieces were made directly by the companies for the automotive assembler, which in turn was 

responsible for integrating items in sub-assemblies and systems to be added to vehicles in its 



final assembly lines. As a result of this horizontalisation supply, an assembly installed in Brazil 

in the early 90s had an average of 500 direct suppliers (POSTHUMA,1993).  

Currently, almost all major automobile manufacturers in the world have manufacturing facilities 

in Brazil. The segment of the assembly of cars in Brazil was traditionally composed by the 

companies General Motors, Volkswagen, Ford and Fiat, installed in Brazil for several decades. 

Just after the “New Automotive Regime”, in 1995, multinationals performed large investments, 

like Hyundai (Anapolis - Goias), Mitsubishi (Catalão - Goiás), Nissan (São José dos Pinhais - 

Paraná), Renault (São José dos Pinhais - Paraná) PSA Peugeot Citroën (Porto Real - Rio de 

Janeiro), Toyota (Indaiatuba - São Paulo), Honda (Sumaré - São Paulo), Mercedes-Benz (Juiz de 

Fora - Minas Gerais), Ford (Camaçari - Bahia), GM (Gravataí - Rio Grande do Sul) and VW / 

Audi (São José dos Pinhais - Paraná).  

The National Association of Automotive Vehicle Manufacturers (ANFAVEA) provides that the 

Brazilian production of vehicles continue to grow in coming years. Brazilian industry closed 

2007 with record number of 2,977 million vehicles produced in 2008 and should reach the 

million mark in 3425, high above 15%. Between 2008 and 2011, the industry will invest 20 

billion dollars in Brazil.  

Associated with this wave of new investments, is the entry of new companies in the sector of 

auto parts, either through the installation of new plants to meet demand for the production of new 

models of vehicles, either through acquisitions of companies or associations of capital national. 

Thus, the industry is international and is integrated into the global production chain. Throughout 

this process, there is a new division of labor in design and production of parts and vehicles, 

ranking a strong opportunity in the production chain. Brazil, therefore, is the subject of 

experiments in organizational arrangements that assign a certain type of auto parts company - 

systemic - a new role, which is the captain of the "modularity". All car assemblers’ plants - and 

even many of the old, refurbished - will use, to some extent, this concept (SALERNO et al, 



2002).  

The new investments have transformed the country in the stage of innovative experiences in the 

implementation of new approaches such as condominium and industrial modular consortium.  

The condominium is an industrial setting where some suppliers, chosen by the assembler, 

establish their facilities in the vicinity and within the assembly plant and will supply components 

or complete assemblies conjuncts on the basis of just-in-sequence, directly beside the line 

assembly. They do not participate in the final assembly line of the vehicle that remains under the 

responsibility of the assembler. Examples include the VW / Audi located in Paraná, the GM in 

Gravataí (RS) and Ford in Camaçari (BA).  

In the modular consortium model, implemented in Brazil by Volkswagen factory of trucks and 

bus chassis in Resende (RJ), the assembler is responsible for the plant and the final assembly 

line, runs the coordination and the final test of the vehicles. The modulist takes the prior 

assembly of the module under their responsibility and their subsequent mounting directly on the 

assembly line.  

The new forms of relationships between automakers and their suppliers resulted in a hierarchical 

structure of supply of auto parts, with a significant reduction in the number of suppliers that 

supply directly to assemblers and consequently the supply of subassemblies in modules or 

systems. The location of suppliers, near the car makers, then becomes more important. 

3. Models of customer-supplier relationship in the automotive industry. 

Since the 80s, changes have been observed in the relationship between car manufacturers and 

their suppliers, many of which have occurred under the influence of common practices of 

Japanese industry. Womack and Jones (1994) propose that the principles of lean production 

should be applied in the organization as a whole, creating an enterprise lean, in which the 

integration between customers and suppliers is very close. Accordingly, the operation of the 



productive sector can be viewed as a network of processing and movement of supplies from raw 

materials to the delivery of the final product to the customer, forming supply chains.  

To Prochnik (2002), the chains are created by vertical disintegration and technical and social 

expertise; living together with competitive pressures for greater integration and coordination 

between the activities. This implies the need for greater coordination between the agents 

belonging to the chain, i.e. the supply chain management - Supply Chain Management or SCM 

simply. According Lung (2003) from the 90s occurred a new strategic move to streamline the 

automotive industry worldwide, focusing on intercompany relations and in coordinating the 

activities of the automotive system (assemblers and suppliers).  

Knowledge and management of customer-supplier relationships is an issue of strategic 

importance, because the relationships that manufacturers have with their suppliers impact the 

price and quality of the components of a car. These relations have changed since the end of the 

eighties, as a result of the restructuring of this sector and the spread of a set of management 

practices. Annual contracts renewals were predominant, a large number of suppliers per 

component, and competition between suppliers based almost exclusively on price. Currently 

there is evidence that the contracts run for at least the life cycle of a model, which has reduced 

the number of suppliers for component and that the competition is based primarily on quality, 

cost, engineering and delivery time. 

This development has occurred in part as a result of changes in the automotive industry such as: 

reduction of life cycles, increased globalization of production activities and product 

development, increased sub-contracting, reducing the number of suppliers, reducing the time of 

product development, the major suppliers in product development and increased deliveries just in 

time (COUZIN et al., 2001).  



The auto industry has been a paradigm for the issues related to supply chain management, 

especially with the advent of lean production. Researchers and scholars have studied the 

relationship between automakers and suppliers from the experiences of Toyota. In literature, 

there are several versions of models (see Table 01) that were developed from the model of lean 

production, but all have two characteristics in common. The first is to incorporate relations of 

partnership (of cooperation) in the long term between manufacturers and suppliers, with a high 

level of inter-firm interaction. The second characteristic is the juxtaposition of (new) model of 

cooperation with traditional practices of confrontation in the manufacturer-supplier relationship 

in Western companies. This binary approach between the new and old shows an attraction for 

firms, because the new model may require changes in the challenging and revolutionary way of 

thinking, but promises to be a front for competitive advantage in the globalized world. 

Table 1. Models of manufacturer-supplier relationships. 

Tradicional New Authors 

Mass Lean Womack et al. (1992) 

Lamming (1993) 

Exit  Voice  Helper (1991) 

Helper y Sako (1995) 

Competitive Partnership Dyer et al. (1998) 

Sako et al. (1995) 

Adversary Collaborator Macbeth (1994) 

Selection Development Flynn et al. (1996) 

Traditional Japanese post Wells y Rawlinson (1994) 

 

The model exit/voice developed and tested in the United States and Japan by Helper (1991) and 

Helper and Sako (1995) highlights the contrast between the traditional based on confrontation 

and the new, based on cooperation and partnership, as shown in Table 02. 

 

     



Table 02: Helper´s binary model. 

Exit Model (USA) Voice Model (Japan) 

Low information exchange  High information exchange 

Low commitment High commitment 

Confrontation relations Close links 

Many suppliers Few suppliers 

Frequent change of suppliers long-term relations 

Price-based competition  Competition based on quality, delivery, 

engineering and price 

Search of new suppliers when a 

problem occurs 

Working with the supplier to resolve the 

problem 

      Source: Helper, 1991. 

 
Helper (1991) proposes that the relationship between automakers and suppliers has two 

dimensions: the flow of information and commitment. The flow of information in its lowest level 

covers only commercial aspects. In an intermediate level, includes exchange of information on 

plant, equipment and finances. At the highest level involves mutual aid in operational and 

technical troubleshooting. The commitment is for sure that the supplier has the continuity of 

supply.  

The situation of low commitment and great exchange of information is impossible, because it 

indicates a low level of trust between the parties. The situation of high commitment and low 

exchange of information is regarded as stagnant, in that there is no way to change the 

relationship and troubleshooting, but confidence. 

.The low exchange of information and low commitment are defined as exit strategy, where the 

customer drops the threat or supplier, seeking an alternative supplier. The manufacturer must 

have a large number of suppliers to have alternatives and not be stuck with a provider when it is 

appropriate to reduce or cancel the provision of this. 



The strategy called active feature when there is a high commitment and great exchange of 

information, enabling effective interaction and long-term business.  

A case study conducted in Brazil by Dias et al. (1999) showed that even the exit strategy has 

been abandoned by some manufacturers and that although the relationship between suppliers and 

assemblers is labeled as "partnership", this is very conflicting and unequal rules.  

Table 03 compares the models of confronting and partnership of the assembler-supplier 

relationship. 

Table 03: Features of the confrontation and partnership models. 

Features Confrontation Partnership 

Period of contract  Short term Long term 

Supply chain structure Many suppliers  Few suppliers 

Localization of 

suppliers 

Far from Near 

Selection criteria Price Quality, delivery,  technology, 

price 

Components 

development 

Isolated Together 

Quality inspection Assembler Supplier 

Request size Big Small 

 Request frequency Low High (daily), JIT 

Communication Formal and sporadic Informal and continuous 

Relationship Not shared Shared 

dynamic improvement Supplier responsibility Client helps  

Rewards Disputed Shared 

      Source: SÁNCHEZ & PÉREZ, 2004. 

 

While the cooperative model looks great emphasis in the discussions on improvements in the 

management of the sector, there is empirical evidence showing that its impact is not widespread. 

During the 90s, empirical studies conducted show that U.S. manufacturers have adopted the 



cooperative model of relations for some suppliers but not for others (FLYNN et al., 1996; DYER 

et al., 1998). Studies of the automotive industry in the UK also indicate that the cooperative 

relationships with some suppliers may be preferred, but with others can be used the traditional 

parameters (MAIR, 2000). 

  A study by Helper and Sako (1995) showed that only a third of Japanese suppliers have 

relationships with their customers in the format of the new cooperative model, concluding that 

the majority of manufacturer-supplier relationships just fits the characteristics of the cooperative 

model, as Japanese manufacturers distinguish their supplier partners, who are treated as members 

of the independent suppliers with whom it has antagonistic relations.  

Kamath and Liker (1994) show that only a dozen first-level suppliers of Japanese car 

manufacturers has a fully associative, while the remaining providers to intensity of the 

relationship depends on the size of their supplies. Studies indicate that U.S. suppliers as partners 

considered by customers who have relationships, in fact, differ little from the competitive model 

parameters (DYER et al., 1998). Flynn et al. (1996) found that although most of the business 

managers believed that the associative model was in principle more effective and efficient, in 

practice the relationships were different and when the first-level relations were associative, the 

second level were antagonistic. Helper and Sako (1995) also showed the presence of both models 

and the permanence of antagonistic relations with the short-term contracts under a jurisdiction in 

prices, was a deliberate strategy despite the apparent advantage of associative model.  

Barros and Arkader (2004) show that the manufacturer-supplier relationships in the Brazilian 

automotive industry has evolved to characteristics of the cooperative model with long-term 

relationships and greater mutual dependence, but coexisting with disputes on issues of price and 

cost to create tension in the relationship that may adversely affect the results of the supply chain.  

Barnet (2000) examined the manufacturer-supplier relationships and the results indicated that in 

all cases remains a long term relationship, although not formalized, and the manufacturer has a 



high degree of information on the relevant aspects of the supplier. In this sense, the research 

indicated that the relations maintained by the manufacturers currently located in Spain with its 

first tier suppliers may not qualify as a relationship of confrontation with a strict focus on short-

term relationships in which the identity of the parties is irrelevant and the price is used as the 

main criterion at the time of selecting the supplier.  

In another study, Mirada & Parra (2000) examined the manufacturer-supplier relationship in the 

car business based in Spain: Nissan and Seat. The results indicated that Nissan maintains a 

relationship more intense and homogeneous with its suppliers. The type of relationship fits into a 

framework based on cooperation, trust and commitment to collaboration and assistance between 

the two parties, with the objective of obtaining mutual competitiveness. Suppliers recognize the 

importance of offering quality products at competitive prices, without feeling pressured by the 

needs of its customers. 

In research done by Alves Filho et al (2003), about the chain of engines for automobiles in 

Brazil, it was found that the strategies of firms in the chain and the configuration of the chain 

(structure and relationships) interact and influence the trajectory of change that are or may be 

implemented in companies and in the chain. The relationship between each pair of firms in the 

chain and forms of organization of production adopted by these companies are constrained by 

their strategies and the configuration of the chain. It was also observed that the relationship 

between the assembler studied with their suppliers directly depend on the characteristics of the 

institutional provider, the transaction (involving the technological complexity of the component 

and its stage of development), the technological and productive capabilities of firms, relations 

and history of relationship between manufacturer and supplier.  

To identify the suppliers as "partners" or as "adversaries" has been one of the more usual to 

define manufacturer-supplier relationship. But allocating the possible links in one of two 

extremes of the spectrum has led to reflect on the fact that not all suppliers can be considered as 



partners, either by their volume of business, the strategic importance of the component provided 

by its ability technology, etc. Perhaps the manufacturers cannot maintain associative relations 

with all of its suppliers, or by the limitations of time, resources, capacity, etc. This has led to 

accept that not all relationships will be partners, not all will remain in a climate of confrontation, 

it should consider the existence of intermediate positions between the two extremes. The types of 

possible manufacturer-supplier relationships could be represented as a continuum, from a 

relationship of opponents to a situation of members, through a working relationship in terms of 

behavior maintained by both parties (SANCHEZ & PEREZ, 2004). 

 Dyer et al. (1998) proposed the concept of strategic segmentation of suppliers. Argue that many 

western companies believe they should choose between the model for all associations and 

antagonistic relations with suppliers, when in fact a detailed analysis of the practices of Japanese 

companies like Honda or Mitsubishi states that the buyers strategically target the suppliers into 

two groups an associative relationship with the other with a form of permanent confrontation. 

For example, Fiat holds a strategic segmentation of its suppliers according to three criteria: (1) 

degree of participation of the supplier in the development of new products, (2) strategic 

importance of the effect that the component can have on overall operation of the vehicle, and (3) 

duration of the delivery period for the development of component (ZIRPOLI & CAPUTO, 

2002).  

Bensaou (1999) proposes a typology of manufacturer-supplier relationships: strategic 

cooperation, change of market, customer and supplier captive. The strategic cooperation is 

equivalent to an associative relationship type and is used for those components that need a strong 

technology and engineering for its design, manufacturing and supply. Examples of these 

components are the systems of suspension, steering, brakes and air conditioning of the vehicle.  

To counter this, the change of the market corresponds to the components that do not need any 

customization to the manufacturer and are based on mature technologies that do not require 



special engineering ability of the suppliers, such as safety belts or mirrors.  

Both the design as the production process of these components is highly standardized and not 

have changes or innovations. In this context, the providers form a very competitive market in 

which we establish relations with any manufacturer in particular, but to provide all or most of 

them and can easily switch from client without incurring the costs of change. Not participating in 

the design and manufacture of components by following customer's specifications. The 

manufacturers, in turn, will basically get low prices and rely on the expertise of suppliers to 

fulfill the contracts. Not exchange information with suppliers except during the negotiations of 

contracts, and do not visit companies of suppliers unless a problem arises exceptional.  

The other two – customer captive and supplier captive - correspond to situations in which the 

manufacturer or supplier held specific investments that keep on. The situation of captive client 

component is based on known technologies, but need a customization for each customer, such as 

the bumper or the glass of the vehicle. The supply of these products is concentrated in few large 

companies that are the owners of technology and have significant bargaining power over 

customers. The exchange of information between manufacturer and supplier is detailed and 

continues to meet the products that require customization, and the manufacturer must assume a 

cost whether you switch to another supplier. In turn, the situation of the captive supplier is very 

complex components based on a new technology that is developed and is owned by the supplier, 

for example, the front panel control of the vehicle. These components require specific 

investments by the supplier to stay in the market, but as the technology is not standard, 

manufacturers change suppliers when the technology evolves and innovations appear that they 

have limited bargaining power on the car manufacturers. The market is very competitive, 

suppliers are very dependent upon the sector of automation, and exchange of information is 

lower than in the other three cases.  



Mair (2000) proposes a new model of manufacturer-supplier relationship model called 

associations based on results. From the experiences of companies like Honda that combines 

competitive and cooperative dimension of a flexible and dynamic. The Honda, for example, 

engages a single supplier for the basic version of the seat of a model, and another supplier for 

another version of the seat to another model. Both suppliers do not compete directly, but each 

one is aware of the existence of another and the desire to increase their market share when 

Honda launches a new model of vehicle (MAIR, 1998). The Honda also organizes the purchase 

of raw materials (steel, aluminum, etc.). To providers of second and third level in the supply 

chain, which is incorporated in the final of the Honda car, getting it off benefits in price and 

quality.  

According Volpato (2003), in addition to the rationalization of production processes or the 

production of components, the competitive environment of the automotive industry in recent 

years has sought to rationalize the mode of interaction between firms in the supply chain. The 

author emphasizes the restructuring of supply chains and in particular from the first-level 

suppliers, who had more strategic roles for the performance technology, financial and 

organizational chains in automotive.  

The coordination of supply chains has become, therefore, quite complex and strategic activity, 

because, although certain trends can be found worldwide - global platforms, outsourcing, global 

sourcing, follow sourcing, industrial condominiums, concentration, specialization and 

internationalization of the auto parts sector, ranking of suppliers of components etc. The supply 

chain in the sector has very different characteristics between countries and even within each 

country.  

The interest of this work is the study of customer-supplier relationship with the purpose of 

contrast (compare) the changes described by the theory with the results of case studies conducted 

in auto suppliers plants of the automobile industry in Brazil.  



4. Case studies with first level suppliers. 

The fieldwork was conducted in 14 first-level suppliers to assembly plants in Brazil 

4.1. Research Methodology. 

For Lakatos & Marconi (2002) the research can be classified, according to its objectives in 

exploratory, descriptive or explanatory. The research in question, according to this typology is 

exploratory, which is characterized by investigations of empirical research that aims at the 

formulation of questions or a problem that has three purposes: development of hypotheses, 

increased familiarity with the problem of search and to obtain information to perform a more 

detailed future research or to modify and clarify existing concepts. With regard to the approach 

of the problem, a search can be classified into quantitative or qualitative, with the goal of 

quantitative research is the prediction, while the qualitative is the understanding. The approach 

used in this research is predominantly qualitative. The main steps for research are described 

below. 

Step 1: literature review on models of the relationship between manufacturers and suppliers in 

the automotive industry and consulting secondary data also for this purpose.  

Step 2: technical visits to providers of first level.  

Visits were made to 14 first-level suppliers to car manufacturers installed in Brazil, aiming to 

raise about some structural features and the relations between the suppliers and the automakers 

customers. You can consider that this is a multicase study, which seeks to investigate 

contemporary phenomena within its real life context, especially when the boundaries between 

them are not clearly defined. As recommended by Yin (2001), this methodology is given to 

current issues and situations where the researcher only observes the facts and tries to understand 

them, to systematize them. According to Gil (1996) the advantages of a case study are: 

encourage new discoveries (depending on their flexibility in planning and driving), providing 



emphasis on the whole (multi-dimensionality) and provide simple procedures. The technique 

used for data collection was the interview using a questionnaire with closed and semi-structured 

questions. So that the interviewer was free to develop each situation in the most appropriate 

direction. Interviews were conducted with managerial level of industrial areas, production, 

logistics and supplies, product and process development, purchasing and human resources. This 

step was performed in 2007. The research was conducted on 14 first-level suppliers of car 

manufacturers in Brazil, who were willing to cooperate with the study.  

In summary, this is a primarily qualitative research with a strategy for obtaining information 

based on analysis of secondary data and on-site interviews with professionals in these 

companies. 

5. Presentation and analysis of data. 

This topic discusses some characteristics of the companies involved and the analysis of 

information obtained about the relationship with the automakers. 

5.1. General data. 

The companies analyzed are first-level suppliers of car manufacturers located in Brazil. Sizes 

have varied, with number of employees ranging between 50 and 11,500 (table 4). 

Table 4.  Number of employees. 

 1 2 3 4 5 6 7 8 9 10 11 12 13 14 

 Employees 980 5700 900 600 11500 344 50 62 800 250 140 170 200 600 

 

The fourteen companies surveyed provide a set of parts (modules, sub-systems). These sets of 

parts are used in engine, chassis, body or inside the vehicle. 

 

 



5.2. Participation of suppliers in design and product development. 

 Interviewees should respond if the responsibility for defining the project, technology, quality 

and delivery system were the supplier, the manufacturer or both. Table 5 presents this 

information 

Table 5. Participation of suppliers in design and product development. 

 Design Technology Quality Delivery system

Supplier 4 7 0 1 

Assembler 3 2 7 7 

Mutual cooperation 5 5 4 4 

Assembler after consulting the supplier 2 0 3 2 

 

As would be expected, the quality system, traditionally defined by the systems' own car, does not 

allow its definition by the supplier. Almost the same comment can be related to the delivery of 

components, since the master plan of production of suppliers to meet the strict demands of 

customers with JIT deliveries. Moreover, guaranteed delivery and quality of the component, is 

more for the supplier to decide on the appropriate technology to meet these requirements within 

the contract price. The definition of the project shows a greater level of variability of the various 

situations, defined by the supplier, customer or both.  

These results show that the project of the product is still quite prevalent the definition by the 

customer, but there is a tendency for greater cooperation and partnership between manufacturers 

and assemblers. 

5.3 Delivery and communication systems 

One of the consequences of the JIT policy implementation is the reduction of inventories, both in 

customers and suppliers. Reduce inventory between suppliers and customers reduces the time 



between the production processes in both plants and this helps to stabilize sales forecasts and 

production programs. 

The study conducted in suppliers of automotive sector in Brazil shows that six companies use the 

milk run system, five holds inventory in the carmaker, two pass directly into the production line 

of assembler and one has a inventory in the supplier, as presented in Table 6. 

                                         Table 6. Delivery systems 

Delivery systems N 

Milk Run 6 

Inventory in the carmaker plant 5 

Delivery in the production line of the assembler 2 

Inventory in the supplier 1 

Inventory shared with the assembler 0 

 

Most companies do deliver at least once a day, contributing significantly to the minimization of 

inventory investment in the assembly, as can be seen in Table 7. 

 

                                       Table 7. Delivery frequency. 

Delivery frequency N

 More than once a day 7

Once a day 2

Each two days  3

Ranging between two days and one week  1

Each two weeks 1

Longer periods 0

 

Most companies make applications using electronic data interchange (EDI - Electronic Data 

Interchange) as a communication system. Suppliers working with JIT delivery receive 

specification on line. The more rapid exchange of information between customers and suppliers 

allows first responding more quickly to changes in demand. 



5.4 Support from automakers to suppliers. 

One of the ways in which the automakers support to suppliers is through visits and information 

exchange. Tables 8 and 9 represent the frequency of visits from automakers to suppliers and 

content of communications that occur between suppliers and theirs customers. 

                                Table 8. Visits from automakers to suppliers 

Visits frequency N

Never 1

Sometimes 3

Regular visits 3

Very frequently 7

 

Note that only one company reports the non-occurrence of visits from the automaker. Although 

in three of the companies are only sporadic visits, you can consider that in most, ten to fourteen, 

the visits are usual. This is a confirmation of the evolution of a traditional system of competitive 

relations with suppliers to a more associative one. 

Table 9. Type of information between manufacturers and suppliers 

Type of information *N
 

Quality control systems 9

Inventory management Systems 9

Logistical systems 8

Productive capacity 8

Design Capacity 6

Production systems improvement 5

Financial data 5

Technological information 5

R & D capacity 4

Tools control system 2

Structure of cost 1

Training courses 1

                                    * Allowed more than one response per company 



 

Only one of the companies reports that there is no exchange of information with the assembler. 

This is due possibly to the low complexity of product supplied and because the company 

maintains inventory of the product in its own unit, and its production schedule is not 

synchronized with the output of the assembler. 

The level of communication can be considered high, since thirteen of the fourteen companies 

confirmed a mutual exchange of information, mainly on aspects related to Quality Control 

Systems, Inventory Management System, Logistics Systems and Productive Capacity. To 

achieve this level of communication we need a minimum level of trust between the parties. The 

more usual forms of collaboration are presented in Table 10. 

Table 10. Type of collaboration between assemblers and suppliers 

Type of collaboration *N 

Information on items to improve 7 

Improvement proposals 6 

Joint meetings to advise potential improvements 6 

The client facilitates technical assistance to its employees 6 

Another kind of collaborations 1 

                         * Allowed more than one response per company 

It is thus confirmed the existence of collaboration between companies, with regular customer 

contact with suppliers with the objective to propose, advise and facilitate improvements, 

including help with technical staff in the supplier's plant 

Most have long-term contractual relationship or indefinite, confirming a predominance of the 

relation of partnership, as seen in Table 11 

Table 11. Period of contract. 

Period of contract N

Long term or indefinite 11

Over 1 Year and Less than 2 Years 2

Short term 1



 
Moreover, the vast majority of suppliers feels pressured (Table 12), but considers the 

relationship with the automakers as associative or collaborative (Table 13). 

Table 12. Perception of automakers’ actions 

Feel pressured N 
Yes 13
No 1 
N. A. 0 

 

Table 13. Perception of the type of relationship with the automakers 

Type of Relationship N

Partners 9

Contributors 5

Opponents 0

 

Most suppliers are feeling pressured by the needs of its customers. Even so, in general terms, the 

model of customer-supplier relationship is defined as associate or collaborative. 

 
6. Conclusions 

It is not possible to generalize, but the results of case studies conducted on the customer-supplier 

relationship in the Brazilian automotive industry show that the companies studied have changed 

the way to relate, from traditional model to a model of a more collaborative and long term 

relationship.  

It’s possible to infer that the relations in the companies surveyed are closer to the characteristics 

of the associative model, with long-term relationship and greater mutual dependence, but the cost 

is used as the main criterion at the time of selecting the supplier.  

 



A comparison of results with theory can be found in Table 14, prepared based on Sánchez & 

Pérez (2004), comparing the model of confrontation and the model of partnership, and the results 

obtained in the case studies: 

Table 14. Summary of relationships between automakers and suppliers in the automotive 

industry in Brazil 

Features Traditional Model Partnership model Surveyed companies 

(most of the answers) 

Period of contract  Short term Long term Long term 

Supply chain 

structure 

Many suppliers Few suppliers Reduction of suppliers 

Localization of 

suppliers 

Far away Near Near 

 

Selection criteria Price Quality, delivery, 

technology and e 

price 

Price, quality, services, 

delivery and flexibility 

Components 

development 

Isolated Together Both 

Quality inspection Assembler Supplier Both 

Request size Big Small Small 

 Request frequency Low High - JIT High - JIT 

Communication Formal and sporadic Informal and 

continuous  

Informal and regular 

Dynamic 

improvement 

Supplier responsibility Customer helps Customer helps 

Rewards Disputed Shared Shared 

Delivery systems Inventory in the 

supplier or in the 

assembler 

Daily Milk run  

Inventory in  the 

assembler 

Delivery frequency Low High High 

Relationship  Confrontation Partnership Partnership 

 



These empirical results follow the same line obtained in studies of other countries, where 

contracts run for at least the life cycle of a model, in reducing the number of suppliers per 

component and the competence based primarily on cost reduction, quality and deadlines 

delivery. Not all suppliers can be considered as partners, either by their volume of business, the 

strategic importance of the component provided, its technological capacity, level of design, 

development, etc..  

The relationships studied cannot be strictly classified as relations of "partners" or "adversaries".  

The fact is that not all relationships will be as partners, not all will remain in a climate of 

confrontation. It should be considered the existence of intermediate positions between the two 

extremes. 
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