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INTRODUCTION
Third Party Manufacturing facilities can be vital parts to a Supply Chain 

operation and can result in cost reduction, efficiency improvements, and 

quality control. These benefits can backfire if communication between 

parties is not clear, capabilities are not defined, or the contract is not 

finalized. Introducing a TPM, especially an international TPM, increases 

complexity and increases the need for management to control the input 

and output of the TPM. There are certain reasons companies outsource 

but the cost and benefits need to be analyzed. 

KEY FACTS

Beginning with requirements, the TPM needs to be aware of the product 

that it will be handling. Often, these requirements are based on the 

industry regulations and specifications made prior. In some instances, it 

may be beneficial to work with global suppliers due to individual market 

regulations and the difficulty to enter into specific foreign areas. Important 

aspects to note when working with global suppliers is the possibility of 

time-zone changes, cultural and language barriers, increased security risk, 

quality issues, capacity levels, and the increased need for management.

PURPOSE

Outsourcing to a TPM is part of a "make or buy" analysis done by a 

company with a certain product. Strategy is discussed on the current 

supply chains and the anticipated need. From this analysis, the product 

requirements are quoted and sent out to perspective TPMs for a bid. TPMs 

then return with an offer if they can meet the demand based on their 

capabilities. The offers are compared and a TPM is awarded the bid 

leading to the finalization of the contract. Often, companies can build a 

healthy partnership and reduce costs overtime as the relationship 

strengthens.

LESSONS LEARNED

The lesson learned is though there are benefits to outsourcing, specifically 

globally, there are key facts that need to be taken into consideration. While 

interning with the TPM group this summer, I went through this process 

many times with suppliers to verify they could meet the specifications. 

Sometimes suppliers would state they could met demand but then follow 

up with changes in order to work with their own capabilities. This resulted 

in needing to renegotiate and sometimes finding a different TPM that could 

handle our needs.


