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Executive Summary

* |ntense 2-day learning experience
= Formulate and execute a supply strategy
= Apply supply management tools

= Can be intertwined with lectures, group discussions and team
presentations for optimized learning impact

= The simulation can sit alongside, or be woven into, a client’'s own
learning material

= As a client said, “It raises people above the transaction mentality”

= Users of P-Strat include Alcoa Europe, British Telecom, Gillette
International, GKN, Kraft International, InBev, Lloyds TSB, Phelps
Dodge Mining, Unilever International
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The Simulated Supply Environment

Four teams, each representing one of four competing mobile phone
companies

Take over “steady state” sub-optimal sourcing situation

= Different sourcing patterns

* |ncumbent suppliers
Goals: progress and improve

= Price-quality-delivery mix based on strategic considerations
Success depends totally on quality of supply decisions

No marketing/sales decisions

SMT consulting



The Participants’ Tasks

 Map spend and assess criticality of supply
o Gather supply market & supplier intelligence
 Formulate and execute strategies

* Execute supply management initiatives

* Apply strategically-appropriate tools & techniques (right tool-right
supplier-right sequence)

 Assess and select suppliers (price-quality-service mix)
* Analyze results
« Manage components and finished goods inventory

« Present business plan to CEO (Instructor)

supply management SMT consulting




Formulating Strategies (Kraljic Matrix)

High
« Teams agree on quadrant
Bottleneck Strategic *Assess Value
*Assess Criticality
Criticality/ :
Risk *Assign to Quadrant
Non-Critical Leverage _
* |dentify quadrant goals
Low » Develop strategies
LOW s VAU - iGN ¢ Present to CEO (facilitator)
Spend
=L
»
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The Setup ~ Learning Environment

5 rounds representing 5 trading periods
Over 17 intelligence-gathering options available
= Consumer satisfaction report
» |nvestigate suppliers outsourcing practices
Over 19 supply tools/initiatives available
= Price benchmarking

= Bundle deals

SMT consulting



Sources of Intelligence

- Your team’s PC

You obtain information in
response to your requests

You input your chosen
activities and decisions

’ g ]
g '_‘Bliefmg
- Book
- This briefing book - The hard copy
reports
which you can
print off
ISM'
»
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INTELLIGENCE-GATHERING OPTIONS

These are displayed in intelligence window on-screen
1 Request for information to an individual supplier
2 Request for price quotations from suppliers
3 Latest consumer satisfaction report
4 Feasibility study - Use of price benchmarking
5 Management investigation - Long-term contracts
8 Management investigation - Bundile deals
6 Management investigation - Financing deals
7 Management investigation - Rationalization of suppliers
9 Feasibility study - Supplier quality assessment (SQA)
10 Investment bank report - Currency forecasts and hedging
11 Investigation into suppliers’ delivery contractors
12 Management study of call centre contract
13 Management study of distribution contract
14 Management study of facilities contract
15 Feasibility study - Use of online auctions
16 Feasibility study - Use of benchmarking of suppliers’ costs
17 Investigation into suppliers’ outsourcing practices

ISM
=
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SUPPLY INITIATIVES LIST (‘(LEVERAGE TOOLS")

These not on-screen - reguire release of secret code number

Execute
Execute
Execute
Execute
Execute
Execute
Execute
Execute
Execute
Execute
Execute
Execute

supplier price benchmarking

long-term contracts with supplier

bundle deal with supplier

Supplier Quality Assessment confidential study
Supplier Quality Assessment collaborative activity
supplier rationalisation

financing deal {vendor financed inventory)
currency hedging for euro currency

switch of supplier delivery subcontractor

call centre benchmarking project

distributor benchmarking project

facilities benchmarking project

Request tenders for call centre contract
Request tenders for distribution contract
Request tenders for facilities contract
Set up Etenderf/reverse auction event
Run E-tenderireverse auction event

18 Execute supplier cost benchmarking

19 Execute switch to direct sourcing from tier 2 supplier
ISM
| —]
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P-STRAT Local Area Network updates every 30 seconds!
Team computers are connected to the tutor's PC

Activities consume company Deadlines by which
management time and all decisions must
budget; these are limited be executed

- must prioritise
Chip spot prices,
Link with supply markets messages displayed on screen,
and end-customer vary in real time
marketplace

Intelligence-gathering,
procurement initiatives,
purchasing decisions
in real-time

What teams do affects situation
and affects the other teams
— it's interactive!

ISM' Documents, not just statistics, flow across the network
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Typical Simulation Progression

A series of trading periods each with a deadline . . .

With breaks for discussions

PO » PL » P2 » P3 % P4 ) PS5 on participants’ thinking

Periods will speed up Plus team’s present strategies

to facilitator (acting CEO)

Within each activity period teams will be . ..

Brainpower and teamwork is more

, Executing important than the computer...
(CrlEring procurement :
S initiatives -\ [
Assessing the 2\’\‘ Making ' p o Y ¥
situation purchasing S A
and formulating & contract - )
strategy decisions :
Clicking the _ :
“buy” button! ... the computer is a means of

executing activities!

. . . after deadline results & reports will be fed back for that period

institute for
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Metrics for Improvement

Sales Revenue

Component Costs

Production Efficiency

Operating profit

Impact of Poor Quality

Customer Satisfaction Levels

Call Center and Distribution Costs

SMT consulting



Simulation Benefits

= |dentify, gather, and analyze intelligence for procurement decisions
= Practice developing and executing a supply/procurement strategy
= Assess and select suppliers consistent with the adopted strategy

= Explore how supply management tools can be used to lower cost,
improve supplier performance and leverage supplier innovation

=  Build teamwork

= Learn how to generate commercial

benefits and long-term value I hear, | forget

| see, | remember
= Leading-edge! | do, | understand

—

—
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Skills Development in Simulation

= People are forced by the momentum of the game to think, act and
participate

= Many facets of decision making may be practiced in a simulated
environment — and mistakes made are safe !

= Learning is retained due to the intense, competitive, and interactive
nature of the event

= Staff from the same or different areas get benefits from working
together ~itis excellent for team-building and the adoption of a
common approach

_ Action
= |tis fun! _
Passion
= |tis globally unique ~the only Teamwork
simulation 100% supply Challenge
management
ISM

—

—
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Additional Skill-Development Benefits

e Team Building and Team Dynamics

o Strategy Development and Execution

e Financial Analysis

 Market Intelligence

e Impact of Supplier Quality and Performance
e Risk and Decision Making

e Business Case Presentation

ISM
supply management SMT consulting




SAMPLE SCREEN SHOTS
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Cost of Quality Considerations

Cost of
returning a Cost of handling

defective warranty returns

component pergum!

3

Low price model 1.03 5.00
Lower-mid model 1.03 5.00

Upper-mid model 1.03 5.00
Premium model 1.03 5.00

».
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Indirect Purchase Suppliers

Distributors of finished
goods

Drivewell Distribution

Danson Logistics

Dovetail Deliveries

Dobbart Distribution

Facilities Providers

Fab Serwvices

Fairway Services

Faithfull Services

Famows Services

Call Centre Providers

Callfine

Callex

Callco

Callcorp

SMT consulting



Microsoft Access - [P-5trat]

i3 Fle Edit ‘Yiew Insert Format  Records  Tools  Window  Help Tvpe a question For help

il

ed. rou have 30 minutes to complete vour decisions.

BigTel Corp

Spat Prices far processors (chips]: Low price model:
Lowermid price model

Uppermid price model
Prermiurn price model:

Intelligence Eumpanyﬁepqr_ts Suppl__l,llr_‘uitiative_s _ F'un:_hasin_g Deu_:isipn_s_ CpntractDn_acisiu:_uns_ : == J

Courge Leader

Available: Selected: Report Parameters

Hequest for nfarmation b an ndvdual suppher
Feguest for a price quatation

Latest consurer zatisfaction repart

Feazibility ztudy - Uze of eBidz / on-line auctions
Feazibility ztudy - Uze of price benchmarking

b anagement investigation - Long-termn contracts
td anagement investigation - Financing deals

Already purchazed

Period] InfoM ame [ Parameter

1 Feazibility ztudy - Uze of eBidz / on-line auctions
Request for a price quatatian Pawer Urnitz
M anagement study of facilities contract
Request for a price quatatian Handsets
M anagement investigation - Long-term contracts
Feazibility ztudy - Uze of price benchmarking Hel
Reguest for information to an individual supplier Puffen F
Request for a price quotation Power Lnitz
Reguest for information to an individual supplier Dodger
Request for a price quatation Handzets Feprint Selected
Request for a price quatatian Packaging and daoc.
Feazibility ztudy - Supplier quality azsezzment [SCA)
M anagement investigation - Bundle deals [ Printto screen
Feazibility ztudy - Lze of cost benchmarking
Feauest for a orice auaotation Power Units

Form Yiew



Microsoft Access - [P-Strat]

e File Edit ‘iew Insert Format Records Tools  Window  Help Type aquestion For help = o & X
03:30:50 )| Period 1 haz started. vou have 30 minutes to complete your decisions.
Compaty: |[SagE= AR} Penod: ([g={lam Remaining Budget: (ERESTRIIEE D=y | RS

Spot Prices for processors [chipz): Low price model; $3.5245

Lowermid price model: $4.2797
I ppermid price model: $5.1748

E Lead
HUrEE LEartst Premiumn price model: $6.5455

[ [

Inteligence | Comparny Feparts | Supply Initiatives | Purchasing Decigions | Contract Decisions | Decision Log | eBid

Compaonent: Power Units b odel: Bergamao

Curremnt townd: 5 1 1D S

‘ 100 1 {|0H | [0 \
SUF‘F‘“ET N\ PR = §

|F'unter $418  AcceptBid a0 1 — H a H a

|F'uzze| $4.14 Accept Bid
|F'udd-:u:k $367  AcceptBid
_ $425  AcceptBid 80 A - " . - - - - g
[Eurai:: $4.31 Accept Bid

|

Calculating . . .



ISM
» =

institute for
supply management

Financial Report
Company: BigTel Corp [r@{ﬂ o
Period:  Period D w ﬂ

fﬁrlc_lu_l:l;_nt Bearmes Bizrritz Bergaro Barcelona Tots

Urit Sales| 1esmam VOGRS ] P 195,305 231957+
Sales Reverge| FE543857+ IDODW| [25512805 1000 23,085,102 100004 | FI6206 404 1000W FIZI20L4 04 D00
Sdes Credits| FS1205  Les|  pisims oss|  gemaze 2w Emess imm| piessae oosw
Laboor| $10716285  190%| §e220es 166%| E30930 13E%[ 1S53 03N [§19714564 B
Comporert Costs| F31852761  SESW|HIS14468 SIS JI320561  51.5%| JEON055 559 |J69216555 .1%
Gross Margn| #13006002  ZRTR( §S847,02 T3 §6,1G465 265%| FSMEMEL LS| JI045.563 Zw
Retrredeomporert | F24148¢  uw|  FHEG1 0S8 jiEss. 05w FIEAN 03| FSITAEE oaw

cost

Wamartyharding| IS 0w fETE o FRses ozwl 0 BITITIO OOm| FisR3d oos
R work cost|  $53735 0 o) RS o FE0es 0w FlesEe OUm| FIS1E93 0 Oos
Oistribution costs| $LE773 3w §TeeEe 2om|  gsesss 2am| 0S5 18m| F34788000 25m
Hedging costs [T T T O DU CT T OO DM
Operstionalirterest| FI0548s 0w gm0 oo PEEE o EIREIE 03M|  FI5427S oo
Warehoudng oost|  FEESIe ODW)  f2SEe 0% FE0ST o Fe05: 0| Fledie oow
Tatal bdcitioral costs| F245285 a3 FIm0em2 39| geEmmsT 3Tw| RORDIE 23| FeT2e2Tz 0 3Em
SC1and Corsdting L 2 oo o 0o o 0% F0 00%
Fadiliies coct|  #512080  omw|  p23iee 08w 20447 0% FITO200 0% F1LI0OOD 0%
Call Certre cost|  #805082 Ll f2ramo ow|  gzesme om| pmITs0 om| paooooo s
Gard B overbesds| $5582636  izew| §303548 12ew| J2AE001 12| FIO0EIS 124 |FISO0O000 2
Total Ouerbesds| FEOEEEST  tess| 385161 tees| 3306055 e 2325355 ([T 000000 fess
Operatingprofit| F2S52898 5% FIZT2ED  SOW| FISEATR  £5%| F2SRI4E0 58| JEIEEN GIw

[ 1

+
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Manufacturing Report a E@D@ﬁﬂ

Company: BigTel Corp

Period: Period 0

Product Production Production D efect rate P ework Warranty
name efficiency rate rate
Beane 1,234 460 94 3% 30% 1E6% 1.4%
Biamritz 499 BES 94.5% 25% 25% 0.5%
Bergamo 335,671 92.9% 289% 36% 26%
Barcelom 206 527 94 5% 24% 1.5% 1.8%
Company Total 2,356 623

{CIZ005 ShAT Consufting Owford England

-_EWE W VUIIOWILER
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Component Performance Report

Company.  Bglel Corp tl U
oo . o F.Ert-lfiﬂ '
eriod: Pericd 0
Fe o e Totl
M. Cr 1 very o Ce®et Production closlng
Froduetname  Supplsr ardsrad gardcs  Inspscdo mE eflelaney gtk
Power Units
Beme Frzz=l 1,300,000 Gl ot 28T oidh 500t 215510
Eamk Frrac 00000 1 o0t S N o 00t 100,333
be Ejamo Faclkck E0000 Gl ot 825 0253% oot ] et
Bar= kbaa Faz=z=l 240000 i o0 25T Oadh w5 00t A3 73
Hard sats
Beme Hayoo 1,300,000 91 0% 2597 % 0EE% a0 215540
Eamke Hanom 00,000 o3 00 L 55% 0% SO 100,335
Be Klano Hayar: 30,000 Qi 0% ERER 0as% S5 0% [
barzka Hancn 240000 S5 00 4 55% O0.E3% 65 00 33,173
Transcalvr
Beme Trinoz 1,500,000 Qi 0% 2504 1 Bl o6 00 215540
EamE Trinoz 500000 Qi 0% 2504 1 Bl o6 00 100,335
be Ejanc Trex 30,000 o3 00 S 1 20 o7 oo 3 325
Bar= kia Trex 240000 o3 0% S 1 20 o7 0% 43,173
Pack aging and do.
Beme Dobeoy | 1,300,000 o3 00 375% QU OaD0N 21550
BRITk Dkl 00 000 od 0% 23T% 0.0 47 00 100335
B2 gjamo Dockier 450,000 o o 5.I2% oot DSOh a4 320
Bar=ka Dkl 240,000 a4 0% 231 % 0.0 o7 0t 23,173
Frocessors (chips )
Beme Chanp 1,500 000 1 Ot S 0500 SO0 215510
EamkE ki 00 000 Gl Ot S 0500 SO0 100,335
be Ejanc Chanp 30,000 91 0% S 0.50% SO [
Bar= kaa Chanp 240,000 91 0% K 0.50% 9500 A3 ,173
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