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Top 40 Under 40 CASE STUDY

Denso’s purchasers smooth
wrinkles in supply chain
Theopportunity:Thepurchasing

departmentatDensoManufactur-
ingTennessee,manages thesup-
plyofcomponentsandmaterials
toserve themanufacturerofmore
than$2billion inannual sales to
theautomotive industry.SteveDa-
vismanagesa 10-member teamat
Denso’sMaryville that is tasked
withoptimizing theorganization’s
supplychain.

Theconcept:DensoManufac-
turing’spurchasingdepartment
utilizessophisticatedcostanalyses
ofcomponentsandprocesses to
strengthentheoverall supplychain.
Inaddition, it applies riskmanage-
mentprinciples toavoid interrup-
tions to thesupplyofproduct.

Davis isapplyingbusinessprin-
cipleshe learnedwhileattending
theUniversityofTennessee’sPro-
fessionalMBAprogram, including
theTheoryofConstraints,which
isamethodfor identifyingand
overcomingkeybottlenecksand
constraints that inhibitanorganiza-
tion’sability toachieve itsgoal.

Thecompany: DensoManufactur-
ingoperates fourmanufacturing
facilities inMaryvilleand isoneof
the largestoperationsglobally for
DensoCorp.TheJapanesecompa-
ny isoneof theworld’s largest sup-
pliersofadvancedautomotive tech-
nology, systemsandcomponents
withoperations in32countriesand
regions.

Founded in 1988,DensoManu-
facturingTennesseeproduceselec-
tronicproducts, instrumentclus-
ters, startersandalternators.The
companyemploysmorethan2,500
people.

Thechallenge:Freeflowwithin
thesupplychain that includesmore
than1,500suppliersof indirect
productsandmorethan200sup-
pliersofdirectmaterialsandcom-
ponents.Thechallenge isfinding
thebottlenecksandeliminating
thembefore theydisrupt thesupply
chain.

Thepurchasingmanagement
playsakeyrole insourcingmore
than$400millionperyear from
U.S. suppliers.Davissaysacompe-
tentpurchasingmanagement team
iscritical to thesuccessof thecom-
panyandthesupplychain.

Thesolution:Onesolutionbased
ontheTheoryofConstraints fo-
cusesoneliminatingbottlenecks in
processes.Theresulting improve-
ments inefficiency,Davissays,has
directly increasedproductionand
reducedunitcosts.

Onecommonexampleof thisoc-
curswhenproductionassociates
arewaiting forparts.Thetimeto
complete their job function isactu-
ally faster thantheprocess feeding
themtheparts, thuscreatingabot-
tleneck. In this scenario, itmaybe
beneficial to invest inresolving the
bottleneck(addequipment, addper-
sonnel, etc.) to increaseefficiency
andoutput.Anotheroptionmaybe
toutilize theproductionassociates
forother jobs,whichalsoproduces
greaterefficienciesof resources.

Davissayshealsouseshisunder-
standingofmanufacturingcosts to
helpsuppliersbemorecompetitive.
Sincebusinessesarecompeting in
aglobalenvironment, thisenables
themtogainbusinessandgrow
their sales,hesays.

Densorecentlyworkedwitha
Madisonvillemanufacturerofplas-
ticmoldedparts.Usinganalysis
toolsandmanagementprinciples,
thepurchasingdepartmentworked
with thesupplier todeterminea
mutuallybeneficialcost.Asaresult,
thecompanywill supplyseveral
components thatwillbeused in
Densoassemblyof instrumentpan-
els forvehicles, furthersupporting
the localeconomy.

■
This Case Study is provided by the
University of Tennessee College of
Business Administration. For more
information, contact Cindy Raines at
craines1@utk.edu.
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