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Background:

Currently, China is becoming the back office of the world, being the prospective big wave in offshore outsourcing. 

We believe (as well as many other giant multinationals) the changes currently altering the economic habitat of China will create a vibrant outsourcing environment. 

Such environment added to Ford’s needs to find a way to optimize its production cost structure stimulated us to assess the decision to outsource some factories to China.

Here are the elements creating what we consider the perfect economic storm that is putting China as our candidate to receive Ford’s manufacturing plants:

1. Liberalization of laws and government policies.

China desperately wanted a membership card in the World Trade Organization (WT0). Prior to and after its acceptance, Chinese leaders have accelerated the liberalization of its economy. They realize the membership they coveted now makes China subject to WTO oversight. The country is now passing laws that protect private ownership and intellectual property, a crucial step for outsourcing to take hold. Further, it embraces public/private partnerships and domestic/foreign partnerships.

2. An emerging middle class.

Liberalization of the economy is stimulating growth, including rapid development of a new, thriving middle class. Increasing numbers of young and old alike are moving from rural areas to jobs located in urban centers. Job creation reflective of GDP growth is tremendous, producing increasing numbers of wealthier middle class urbanites.

This exploding urban wealth will provide the underpinnings for an economy ripe for a thriving outsourcing environment by demanding more and higher quality goods and services. 

3. Investment in technical education.

One of the principal attractions of India is the large number of well educated and highly skilled employees. The emerging Chinese middle class demanded more education, thanks to the prestige attached and opportunities to that education. At the same time, Chinese leaders noticed the importance of technical education and have begun to make a serious investment in higher learning academies to train the kind of people outsourcing service providers employ. 

4. Large supply of low cost labor.

China has over a billion people, including many in densely populated megapolises, willing to work for comparatively low wages; in other words, low cost labor provides a pure labor arbitrage opportunity for many advanced economies. Thus, China has one of the key ingredients to compete as a “master-killer” offshore provider.

5. China's economic growth.

The Beijing Investment Guide says China's capital city has enjoyed an 11 percent annual GDP since 1990. This means that growth is happening in ways that can give rise to outsourcing within China. In other words, China is developing a domestic market too. This blazing growth will give rise to domestic outsourcing buyers and sellers sooner rather than later.

6. Offshore manufacturing already there.

China is the manufacturing plant of the world; the "made in China" label seems ubiquitous. China slowly has been developing ancillary services to support its large manufacturing base. From an ex-pat viewpoint, the support services are already there to support outsourcing.

7. Physical proximity to major markets. 

Doing business with your neighbors is easier than working with companies across the globe. China is just across the water from Japan, the second largest economy in the world, and sits next to South Korea, the world's 13th largest economy. Japan has been moving operations from Japan to China for many years. So, there is an increasing familiarity and economic integration between those two economies.

Objective:

Taking into consideration the above characteristics of China macroeconomic-social environment, based on the Superdecision software and methodology, we decided to cross Ford’s strategic criteria (Market Price, EBIT, Customer Satisfaction, Brand Image) associated to the benefits, costs, opportunities and risks related to the decision of outsourcing or not the production of autoparts to China.
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Outline for FONSECA & ALLONI & GRAVENHORST 22.mod

· FONSECA & ALLONI & GRAVENHORST 22.mod Model subnetworks follow: 

· Benefits subnetworks follow: 

· 2Political alternatives follow: 

· Do not resource 
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· 3Quality alternatives follow: 

· Do not resource 
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· Do not resource 
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· Do not resource 
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· Resource 
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Main structure of toplevel network

What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) under it:
	· Do not resource 

· Resource 

	Network Type:
	Formulaic

	Formula:
	$NormalNet(Benefits)*$SmartAlt(Benefits) + $NormalNet(Costs)*(-$SmartAlt(Costs)) + $NormalNet(Opportunities)*$SmartAlt(Opportunities) + $NormalNet(Risks)*(-$SmartAlt(Risks))

	Clusters/Nodes
	· 1Market Price Subcriteria: description 

· 1Competitors: description 

· 2Market Segment: description 

· 3Material Cost: description 

· 1Strategic Criteria: description 

· 1Market Price: description 

· 2Customer Satisfaction: description 

· 3Brand Image: description 

· 4EBIT: description 

· 2Customer Satisfaction Subcriteria: description 

· 1Maintenance Costs: description 

· 2Warranty Length: description 

· 3Quality: description 

· 3Brand Image Subcriteria: description 

· 1Design: description 

· 2Reliability: description 

· 3Corporate Governance: description 

· 4EBIT Subcriteria: description 

· 1Revenue: description 

· 2Total Cost: description 

· Goal: 

· Goal: 

· Model: 

· Benefits: 

· Costs: description 

· Opportunities: description 

· Risks: description 




Main structure of Benefits network

This network is a subnetwork of toplevel. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) under it:
	· Do not resource 

· Resource 

	Network Type:
	Regular

	Formula:
	

	Clusters/Nodes
	· Control Criteria: The automatically created control criteria cluster 

· 2Political: description 

· 3Quality: description 

· Economical: 

· Control Criteria Goal: 

· Goal: 




Main structure of Benefits->2Political network

This network is a subnetwork of Benefits. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) in it:
	· Do not resource 

· Resource 

	Network Type:
	Bottom level

	Formula:
	Not applicable

	Clusters/Nodes
	· 1 Government: description 

· 1Employment: description 

· 2Tax: description 

· 3Union: description 

· 2Brazilian Supply Base: description 

· 1Bra Suppliers: description 

· 2Transportation Companies: description 

· 3Material: description 

· 1Cost: description 

· 2Availability: description 

· 3Reliability: description 

· Alternatives: The automatically created alternatives cluster 

· Do not resource: 

· Resource: 




Main structure of Benefits->3Quality network

This network is a subnetwork of Benefits. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) in it:
	· Do not resource 

· Resource 

	Network Type:
	Bottom level

	Formula:
	Not applicable

	Clusters/Nodes
	· 1 Government: description 

· 1Employment: description 

· 2Tax: description 

· 3Union: description 

· 2Brazilian Supply Base: description 

· 1Bra Suppliers: description 

· 2Transportation Companies: description 

· 3Material: description 

· 1Cost: description 

· 2Availability: description 

· 3Reliability: description 

· Alternatives: The automatically created alternatives cluster 

· Do not resource: 

· Resource: 




Main structure of Benefits->Economical network

This network is a subnetwork of Benefits. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) in it:
	· Do not resource 

· Resource 

	Network Type:
	Bottom level

	Formula:
	Not applicable

	Clusters/Nodes
	· 1 Government: description 

· 1Employment: description 

· 2Tax: description 

· 3Union: description 

· 2Brazilian Supply Base: description 

· 1Bra Suppliers: description 

· 2Transportation Companies: description 

· 3Material: description 

· 1Cost: description 

· 2Availability: description 

· 3Reliability: description 

· Alternatives: The automatically created alternatives cluster 

· Do not resource: 

· Resource: 




Main structure of Costs network

This network is a subnetwork of toplevel. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) under it:
	· Do not resource 

· Resource 

	Network Type:
	Regular

	Formula:
	

	Clusters/Nodes
	· Control Criteria: The automatically created control criteria cluster 

· 1Political: description 

· 2Economical: 

· 3Quality: description 

· Control Criteria Goal: The automatically created control criteria goal cluster 

· Goal: 




Main structure of Costs->1Political network

This network is a subnetwork of Costs. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) in it:
	· Do not resource 

· Resource 

	Network Type:
	Bottom level

	Formula:
	Not applicable

	Clusters/Nodes
	· 1 Government: description 

· 1Employment: description 

· 2Tax: description 

· 3Union: description 

· 4Congress: description 

· 5WTO: description 

· 2Brazilian Supply Base: description 

· 1Bra Suppliers: description 

· 2Transportation Companies: description 

· Alternatives: The automatically created alternatives cluster 

· Do not resource: 

· Resource: 




Main structure of Costs->2Economical network

This network is a subnetwork of Costs. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) in it:
	· Do not resource 

· Resource 

	Network Type:
	Bottom level

	Formula:
	Not applicable

	Clusters/Nodes
	· 1 Government: description 

· 1Employment: description 

· 2Tax: description 

· 3Union: description 

· 4Congress: description 

· 5WTO: description 

· 2Brazilian Supply Base: description 

· 1Bra Suppliers: description 

· 2Transportation Companies: description 

· 3Material: description 

· 1Cost: description 

· 2Availability: description 

· 3Reliability: description 

· 4Market: description 

· 1Competition: description 

· 2Market Price: description 

· Alternatives: The automatically created alternatives cluster 

· Do not resource: 

· Resource: 




Main structure of Costs->3Quality network

This network is a subnetwork of Costs. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) in it:
	· Do not resource 

· Resource 

	Network Type:
	Bottom level

	Formula:
	Not applicable

	Clusters/Nodes
	· 1 Government: description 

· 1Employment: description 

· 2Tax: description 

· 3Union: description 

· 4Congress: description 

· 5WTO: description 

· 2Brazilian Supply Base: description 

· 1Bra Suppliers: description 

· 2Transportation Companies: description 

· 3Material: description 

· 1Cost: description 

· 2Availability: description 

· 3Reliability: description 

· 4Market: description 

· 1Competition: description 

· 2Market Price: description 

· Alternatives: The automatically created alternatives cluster 

· Do not resource: 

· Resource: 




Main structure of Opportunities network

This network is a subnetwork of toplevel. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) under it:
	· Do not resource 

· Resource 

	Network Type:
	Regular

	Formula:
	

	Clusters/Nodes
	· Control Criteria: The automatically created control criteria cluster 

· 2Political: description 

· 3Quality: description 

· Economical: 

· Control Criteria Goal: The automatically created control criteria goal cluster 

· Goal: 




Main structure of Opportunities->2Political network

This network is a subnetwork of Opportunities. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) in it:
	· Do not resource 

· Resource 

	Network Type:
	Bottom level

	Formula:
	Not applicable

	Clusters/Nodes
	· 1 Government: description 

· 1Employment: description 

· 2Tax: description 

· 3Union: description 

· 2Brazilian Supply Base: description 

· 1Bra Suppliers: description 

· 2Transportation Companies: description 

· 3Material: description 

· 1Cost: description 

· 2Availability: description 

· 3Reliability: description 

· Alternatives: The automatically created alternatives cluster 

· Do not resource: 

· Resource: 




Main structure of Opportunities->3Quality network

This network is a subnetwork of Opportunities. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) in it:
	· Do not resource 

· Resource 

	Network Type:
	Bottom level

	Formula:
	Not applicable

	Clusters/Nodes
	· 1 Government: description 

· 1Employment: description 

· 2Tax: description 

· 3Union: description 

· 2Brazilian Supply Base: description 

· 1Bra Suppliers: description 

· 2Transportation Companies: description 

· 3Material: description 

· 1Cost: description 

· 2Availability: description 

· 3Reliability: description 

· Alternatives: The automatically created alternatives cluster 

· Do not resource: 

· Resource: 




Main structure of Opportunities->Economical network

This network is a subnetwork of Opportunities. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) in it:
	· Do not resource 

· Resource 

	Network Type:
	Bottom level

	Formula:
	Not applicable

	Clusters/Nodes
	· 1 Government: description 

· 1Employment: description 

· 2Tax: description 

· 3Union: description 

· 2Brazilian Supply Base: description 

· 1Bra Suppliers: description 

· 2Transportation Companies: description 

· 3Material: description 

· 1Cost: description 

· 2Availability: description 

· 3Reliability: description 

· Alternatives: The automatically created alternatives cluster 

· Do not resource: 

· Resource: 




Main structure of Risks network

This network is a subnetwork of toplevel. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) under it:
	· Do not resource 

· Resource 

	Network Type:
	Regular

	Formula:
	

	Clusters/Nodes
	· Control Criteria: The automatically created control criteria cluster 

· 2Political: description 

· 3Quality: description 

· Economical: 

· Control Criteria Goal: The automatically created control criteria goal cluster 

· Goal: 




Main structure of Risks->2Political network

This network is a subnetwork of Risks. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) in it:
	· Do not resource 

· Resource 

	Network Type:
	Bottom level

	Formula:
	Not applicable

	Clusters/Nodes
	· 1 Government: description 

· 1Employment: description 

· 2Tax: description 

· 3Union: description 

· 2Brazilian Supply Base: description 

· 1Bra Suppliers: description 

· 2Transportation Companies: description 

· 3Material: description 

· 1Cost: description 

· 2Availability: description 

· 3Reliability: description 

· Alternatives: The automatically created alternatives cluster 

· Do not resource: 

· Resource: 




Main structure of Risks->3Quality network

This network is a subnetwork of Risks. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) in it:
	· Do not resource 

· Resource 

	Network Type:
	Bottom level

	Formula:
	Not applicable

	Clusters/Nodes
	· 1 Government: description 

· 1Employment: description 

· 2Tax: description 

· 3Union: description 

· 2Brazilian Supply Base: description 

· 1Bra Suppliers: description 

· 2Transportation Companies: description 

· 3Material: description 

· 1Cost: description 

· 2Availability: description 

· 3Reliability: description 

· Alternatives: The automatically created alternatives cluster 

· Do not resource: 

· Resource: 




Main structure of Risks->Economical network

This network is a subnetwork of Risks. What follows a brief recap of this network. 

If you would like to, you can return to the main menu. 

	Alternative(s) in it:
	· Do not resource 

· Resource 

	Network Type:
	Bottom level

	Formula:
	Not applicable

	Clusters/Nodes
	· 1 Government: description 

· 1Employment: description 

· 2Tax: description 

· 3Union: description 

· 2Brazilian Supply Base: description 

· 1Bra Suppliers: description 

· 2Transportation Companies: description 

· 3Material: description 

· 1Cost: description 

· 2Availability: description 

· 3Reliability: description 

· Alternatives: The automatically created alternatives cluster 

· Do not resource: 

· Resource: 






Report for toplevel

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.1075
	0.4139
	0.7063
	2

	                               
	Resource
	0.1522
	0.5861
	1.0000
	1


How the alternatives fed forward

	Do not resource
	Total Priority
	Rank

	Benefits
	0.9392
	2

	Costs
	0.6422
	2

	Opportunities
	0.8621
	1

	Risks
	1.0000
	1


	Resource
	Total Priority
	Rank

	Benefits
	0.9454
	1

	Costs
	0.9979
	1

	Opportunities
	0.8455
	2

	Risks
	0.5894
	2


Ratings Information

This network had subnetworks. So the ratings system's values is used to set the values of $TotalRat(Node_With_Subnetwork), $NormalRat, and $IdealRat, used in any formula given. 

Ratings Table

	Graphic
	Ratings Alternatives
	Total
	Ideal
	Normal
	Ranking

	                               
	Benefits
	0.7782
	0.9154
	0.2626
	3

	                               
	Costs
	0.5303
	0.6238
	0.1790
	4

	                               
	Opportunities
	0.8501
	1.0000
	0.2869
	1

	                               
	Risks
	0.8046
	0.9465
	0.2715
	2




Report for Benefits

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.9392
	0.4983
	0.9934
	2

	                               
	Resource
	0.9454
	0.5017
	1.0000
	1


How the alternatives fed forward

	Do not resource
	Total Priority
	Rank

	2Political
	0.2237
	1

	3Quality
	0.1975
	2

	Economical
	0.1974
	1


	Resource
	Total Priority
	Rank

	2Political
	0.1388
	2

	3Quality
	0.2278
	1

	Economical
	0.1942
	2




Report for Benefits->2Political

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.2237
	0.6171
	1.0000
	1

	                               
	Resource
	0.1388
	0.3829
	0.6204
	2




Report for Benefits->3Quality

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.1975
	0.4644
	0.8672
	2

	                               
	Resource
	0.2278
	0.5356
	1.0000
	1




Report for Benefits->Economical

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.1974
	0.5041
	1.0000
	1

	                               
	Resource
	0.1942
	0.4959
	0.9838
	2




Report for Costs

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.6422
	0.3916
	0.6435
	2

	                               
	Resource
	0.9979
	0.6084
	1.0000
	1


How the alternatives fed forward

	Do not resource
	Total Priority
	Rank

	1Political
	0.1430
	1

	2Economical
	0.0970
	2

	3Quality
	0.0792
	2


	Resource
	Total Priority
	Rank

	1Political
	0.1405
	2

	2Economical
	0.1497
	1

	3Quality
	0.1674
	1




Report for Costs->1Political

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.1430
	0.5045
	1.0000
	1

	                               
	Resource
	0.1405
	0.4955
	0.9821
	2




Report for Costs->2Economical

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.0970
	0.3931
	0.6477
	2

	                               
	Resource
	0.1497
	0.6069
	1.0000
	1




Report for Costs->3Quality

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.0792
	0.3212
	0.4732
	2

	                               
	Resource
	0.1674
	0.6788
	1.0000
	1




Report for Opportunities

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.8621
	0.5049
	1.0000
	1

	                               
	Resource
	0.8455
	0.4951
	0.9808
	2


How the alternatives fed forward

	Do not resource
	Total Priority
	Rank

	2Political
	0.2693
	1

	3Quality
	0.2681
	1

	Economical
	0.1239
	2


	Resource
	Total Priority
	Rank

	2Political
	0.1718
	2

	3Quality
	0.2140
	2

	Economical
	0.2162
	1




Report for Opportunities->2Political

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.2693
	0.6106
	1.0000
	1

	                               
	Resource
	0.1718
	0.3894
	0.6377
	2




Report for Opportunities->3Quality

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.2681
	0.5562
	1.0000
	1

	                               
	Resource
	0.2140
	0.4438
	0.7980
	2




Report for Opportunities->Economical

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.1239
	0.3643
	0.5730
	2

	                               
	Resource
	0.2162
	0.6357
	1.0000
	1




Report for Risks

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	1.0000
	0.6292
	1.0000
	1

	                               
	Resource
	0.5894
	0.3708
	0.5894
	2


How the alternatives fed forward

	Do not resource
	Total Priority
	Rank

	2Political
	0.3999
	1

	3Quality
	0.4103
	1

	Economical
	0.3007
	1


	Resource
	Total Priority
	Rank

	2Political
	0.0647
	2

	3Quality
	0.1368
	2

	Economical
	0.2369
	2




Report for Risks->2Political

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.3999
	0.8606
	1.0000
	1

	                               
	Resource
	0.0647
	0.1394
	0.1619
	2




Report for Risks->3Quality

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.4103
	0.7500
	1.0000
	1

	                               
	Resource
	0.1368
	0.2500
	0.3333
	2




Report for Risks->Economical

This is a report for how alternatives fed up through the system to give us our synthesized values. Return to main menu. 

Alternative Rankings

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Do not resource
	0.3007
	0.5593
	1.0000
	1

	                               
	Resource
	0.2369
	0.4407
	0.7879
	2


Super Decision Software Main Screens
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Synthesis Final Result

Conclusion

·  According to the final result of the SuperDecision Matrix, FORD Brazil should outsource most of the components that It currently buys in Brazil to China. There is a better business case getting the parts from China considering the gain in terms of cost, and the level of risks we may have in terms of quality and local employment (union).

·  The software results supports the current status at FORD Brazil Purchasing Dept. Today for every new quotation, there must be a benchmark with a Chinese supplier to make sure that FORD is taking the right decision. Since 2003, mainly for some specific commodities, like castings and forgings, FORD globally is sourcing Chinese suppliers. 

·  FORD globally has an objective to source at least 05 billion dollars in purchasing (15% of total purchasing) at Chinese suppliers for next 03 years. The process of outsource to Chinese suppliers started in 2003, and so far very little quality issues have been identified, and the logistics issues that have been appeared are being treated to get resolved.

·  The current status of the exchange rate between the US dollar and Chinese Yuan supports the outsource to China, but It can turn around in case the Chinese Government decides to evaluate Its currency.
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