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Massive national wealth is gone and now the worl

not as wealthy as it once thought

« $33 trillion in notional wealth has been

destroyed in the world’s stock markets, 1Eénﬂgﬂ.lnnes Industrial Average Historical Close
and another $15 trillion in property values 14000

12000 | October 2007 — June 2009: E
«We have collectively lost close to a year of | 10000 | From its high on 10/9/07, the

global GDP with a psychological effect gggg Dow has dropped
upon attitudes to risk and savings and 4000 _ | APProximately 40t
financial structures 2000

0

* This is promoting a return to thrift, to safe
rather than speculation and to secure and
modestly-paid rather than high-risk and
overpaid employment
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Global economy restructuring and de-
Slower growth :
leveraging

Restrained, less trusting

consumers

Consumers focus on savings and
security

Trends

Financial Meltdown

Increased regulation and social
Increased government power :
protections

Intensifying resource

competition

Increased government Increased social programs and fiscal
borrowing stimulus packages

Growing demographic Aging populations stress our ability to
dissslines meet dependency obligations

The food and fuel crises that predated
the credit crisis remain

)
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Downward price pressure Need for continuous pressure on costs

Customers are “trading down” Need for continuous specification rationalization

Proliferation of new products Need for more speed and flexibility

Shorter product life cycles Need for faster sourcing and robust inventory mgt

Collapse of credit markets Need to support / sustain critical suppliers
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Procurement has gained a strategic role by being at

the forefront in managing these challenges

$
Potential Incremental
World growth
Clgss $ (Competitive
Optimization Strategy)

Cost

challenge

reduction Demand
Level of challenge generation
Capdpility = = . -——- VS.F’.%’.‘I - Technology
isibilit S triht
Performance i ing awy Distribution leverage
material anu
sourcing S
'
Laggard Capability mapping

Necessary Beneficial Crucial
Relative contribution to business value
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Typical Challenges to Integrated Supply Networks

* You do not have a clearly articulated supply strategy
* Your supply network is not aligned with your business strategy

* Your Partners do not understand your supply priorities
* Your Partners do not have the right capabilities and incentives

* Your Partners are unable to effectively communicate their
ideas into your organization

* You do not have a robust process for Partner idea
evaluation and follow up

* You are not effectively leveraging the expertise and
capabilities of your Partners

* You do not have sufficient risk and performance
management processes in place to effectively manage
Partners
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So why aren’t more companies moving in this

direction?

Interviewed senior Supply Chain Pain Points

supply chain 59
executives at Fortune 2% .
100 companies and 7% M Collaboration + B.I.

subject matter experts

B SC Fragmentation

30% @ Lack of Global Project Resources
7% : .
B Commodity Price Increase
Trust and
collaboration are
becoming increasing

@ Developing SCM Talent

valuable e Supply_ 10% @ Global Competition
networks increase in
complexity O Power Shift

7% [ Regulatory Compliance
Must find the balance 10%
between collaborative O Intellectual Property
and transactional 10% _
relationships 12% O IT Integration

Source: SCRC 2005
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House of Purchasing and

Supply Management ™ Key Recovery Strategies

Supply
Management
Strategy

* Redoubling efforts to define
and execute on strategy
Organizationsl * Implementing formal
Algnment governance programs

* Reengineering processes
ey | o | e * Investing in tools
Management Management Management . Expanding Capabilities
Performance ﬁ]r]lg‘r’vnl]eag%en/
Management Management

Human Resources
Management
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* Organizations must turn their attention to improving
their business strategy

* Financial performance is determined more by company
or business unit strategy than by the condition of the
industry

*Increasing the focus on understanding products, costs,
geographical requirements is critical

» Taking a more holistic approach to understanding costs
from the customer, employee and product will provide
deeper insight into the challenges and areas to attack

« Strategies need to be reevaluated and adjusted
periodically
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Strategy Execution

Only 10% of Organization’s Execute on

Their Strategy
VISION PEOPLE RESOURCES MANAGEMENT
85% of executive
Only 5% of the work Only 25% of 60% of organizations teams spend less
force understand the managers’ incentives do not link budgets than one hour a
strategy are linked to strategy to strategy month discussing
strategy

HOW DO THEY DO IT?

Supply Chain Top 15

Apple Dell Procter & Gamble
IBM Cisco Systems Nokia

Wal-Mart Stores Samsung PepsiCo

Toyota Motor Schlumberger Johnson & Johnson
Coca-Cola Nike

Source: Niven, Balanced Scorecard Source: AMR Research 2009
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Evolution of Strategy

Critical Features Continuous Improvement
Global
Direct & Indirect Integrate Embed

Cost Focus

Future Looking

Transparent Communicate
Disciplined
Transparent \,
Consistent Objective Forward looking
Fact-based
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Collaborative Approach

Retailer Tasks Collaborative Efforts cturer Tasks

Vendor Managerrl Collaboration Arrangement fint Planning
Category Manage | Joint Business Plan et Planning
POS Forecastiri Sales Forecasting ata Analysis
Replenishment Pla Demand Management “nd Planning
Buying / Re-Buy Order Generation % Supply Planning
Logistics / Distrib P2P 5 / Distribution
Store Executiof  Cross Functional Teams  pn Monitoring
Supplier Scoreca Performance Management Eer Scorecard
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Best In Class

d
J
J
J
J

Supplier score-carding and reporting, including supplier operational/financial risks
Contingency planning

Dual sourcing strategies

Hedging and other “insurance” solutions

Integration with spend analysis tools to provide visibility by supplier and/or

category

O

Web-based portal for supplier self-registration and maintenance of vital

information

O System notification of performance issues and disruption events
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Risk assessment is subjective, but determines sources of risk and
stimulates mitigation strategies

v Transaction Risk - failure to perform
Risk Process & Due

v Risk of Financial Loss Assessment Dz
v Reputation Risk (XF— \
v' Supplier Viability — i/

.. : Governance & i
v Geopolitical Risk anagement contracting
v

Strategic Risk — internal ability to manage
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Risk Intelligence

Management and
governance are
not synonyms

Due diligence is
time well spent

Scaling your
programs will align
risk with effort

All accountable
parties must be
involved in the
process

Partner

Selection

* Identify Candidates
* Due Diligence
* Define Risks
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* Alternative Sourcing
* Financial Review
» Supplier Development

Avoid Supply

Chain Disruption
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Risk
Governance

Board of
Directors

Risk Infrastructure

Executive
and Management

Management

S Risk Process Business Units +
A is " Supporting
wnership Y L R Y \ Functions

W, A\ g\ : N L

: b % Respond \\ Design, ‘\, Monitor,

"E”Eﬁfﬁr % Evaluate :} Iné]gﬁgkrste "}}. To H,"::',- Implement & "E;} Assure & )
SKS /' Risks f':: 4 Risks  // Test Controls// Escalate /
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Achieving Alignment Through Corporate Governa' _

Strategic Direction & Governance

Executive Steering Committee

Business Requirements & Direction

Executive Advisory Board

N\

Develop, Recommend and Execute

Subject Matter Performance
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Processes re-designed to focus on “what’s |E>O$SI|C>I : |

and lock-in exclusive supply agreements

—— Current Approach —
««— Future Approach >

internal Labs——

Ideas .-~ Explore Create ' .. Launch

~
~
~
~
~

~
~
~

xternal Labs— >
Research... And... Development

R N eaGREEt TR L L e
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Supplier Partnership portals are a first step to ide
potential external Partners

Campalgn

Category: Undefined

Thompson pplier Platf
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Submitte|
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‘ J & J Innovation Gateway
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-:=- » View Ideas
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Additional
.
»
Project Nu
.
£] Done

» My Profile
» Blog Home
Content Associative Multlmecﬂa lndexmg and Retneval Ontology » Submit Blog
ata, multimedia multimedia,
ontology Nc\c '3 b rch, semantic semantic,
enter e-mail
Send
Hi lou_o!

4comments » Hide ldea

0 comments
Connected Vehicles 0 total points
Category: Embedded Network Sys... Submitted by Sharon Wong on 10/28/2007 Status: Reviewing
Tags: Logout

s
o e
g AN
0 @' m Communications Infrastructure

vith (h: automobile manufacturer
Soieno

0 ideas submitted
0 votes of support

Embedded Network Systems

Car Dealer Auto Mfrs In Vehicle e

- Service « Loyalty * Location-based
Requgsts - Safety services
* Special Offers « Differentiation - Entertainment

« Diagnotics
Security & Privacy
By combining intelligent travel Seivices
N igioies thoos

Portal characteristics

 Suppliers and external partners are
able to submit capabilities and ideas
for how best to service companies

 Suppliers can self-select appropriate
diversity characteristics

 Suppliers can nominate innovation
ideas for consideration




Role-based dashboards track category and
performance and provide alerts around key areas of
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Advanced supply management strategies will requ

sophisticated analytics strategies

Supplier proposals
and capacity

1 Example: Brake booster

() Supplier 1 () Supplier 3
@ Supplier 2 () Supplier 4 °

Business award
constraints

v Current
Scenario Analysis price

Theoretical Savings
R Threshold

$14,000 4

Statistical criteria
R? 90%
p-values| <0.05

L $14327  suaz 14704

Number of
; 130
data points 1Quality

check OK

$12,000

Savings Tradeoffs

of Constraints
w/Optimization
$8,000

e - : — Price from regression function
w0 ] (based on technical parameters)

$2,000

$10,000 4

v

Savings ($000’s)

$0
6 8 10 12 14 16 Cherry Pick

Total Number of Suppliers
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Knowledge enablement and a culture of sharing w
create spheres of influence

Information is enhanced by context

Organizatior

Information is empowered
by interaction

" 30

20 oh are
@) hip //en wikipecsa crg/ wha/Portal Geogaphy
PeptoStar.com -- Au P

From: peptobismol L AR portal i odit this page | | hist
LA
Comments: 50 . ” Portal:Geography
- - From Wikipedia, the free encyclopedia

WIKIPEDIA
The Free Emcyclopedia

™
f all sig

hug
5o
o

Information becomes - CO ‘)gle

knowledge by journey — ‘ | B
to0lb [ Google Search | I'm Feeling Lucky | Langusge Tools

Make Google Your Homepage!

I n fo r m ati 0 n j 0 u r n eyS Advertising Programs - Business Solutions - About Google - Go to Google Nederland
are guided by learning
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What role do we play in positioning for Recovery > B

* Provide complete solutions
* Think outside the “savings box”
« Move about from traditional sourcing strategies
» Develop relationships with suppliers...not vendors

» Bring energy to the challenge vs. skepticism & doubt
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Relationships stayt il dshditilecniedstiiey, hut.succeed or
fail on tRheehasisPef traditanduotstyparatient

Connecting to Help
Connect people — Be audacious
Help people land new jobs
Invite others to special events

Bringing Ideas to Others
Reach out to people and share helpful ideas

Ping people continuously
Follow-up or fail and do not keep score
Actions to Make Other People Successful
Networking is about making other people successful
Use compassion to help others — give to your community

Have others best interests in mind
Do your homework and never disappear

Building New Relationships
Introduce yourself to someone every day
Initiate small talk - share your passions and vulnerabilities
Get to know people as friends
Develop a personal board of advisors

Humility - Everyone is our superior in some way
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Thank You

Carrie Ericson
Vice President
A.T. Kearney Procurement &
Analytic Solutions
Carrie.Ericson@atkearney.com

Cyndi Joiner
Managing Director
Alvarez & Marsal Business Consulting
CJoiner@alvarezandmarsal.com
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A.T. Kearney Procurement & Analytic Solutions helps clients to
results with a combination of leading-edge technology, knowledg :
flexible value-added solutions

A.T. Kearney
Management Consulting Procurement & Analytic Solutions

Asia Teaming
Relationship
Europe
Americas Analvtic
Driv)clan Sourcing Packaged Customized J§ Sourcing Staff
- . . . . . lution
Service Practices | SRS Solutions Solutions Solutions Solutions
Supply Chain Supply - Spend Analysis - Opportunity and - Consortia Buying - Knowledge - Flexible Event
Others (5) Manufacturing || Management (spend cube) Organization Services Management Group Support
- Collaborative Assessments - Academy of (customized research) - Staff Augmentation
Optimization - Sourcing Wave Excellence . Center of Excellence - Sourcing Helpdesk
- Category Profit Programs Computer-Based - eSourcing “Factory” - 50+ Category SME’s
Consumer Improvement - AEP Training - Program Management
g Products - Predictive Modeling - Best Practices . Commc_)dlty
g - Customer Sourcing
° Segmentation
g Classic - Network
o Retail Optimization
2 Consulting - Process Simulation
e s e e
Hll 2
~600 FTEs
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A&M Overview

Alvarez & Marsal has three major service lines along with dedicated industry expertise to help meet the broad
needs of our clients.

Drawing on its strong operational heritage and pragmatic hands-on approach, A&M works closely with organizations
and their stakeholders as financial and operating advisors or interim managers to help navigate complex business
issues and boost performance

A&M Service Lines

Performance Improvement Corporate Restructuring Business Advisory Services
Operational Efficiency Turnaround Advisory Transaction Advisory
Business Consulting Crisis Management Tax Advisory
Technology Asset Creditor Advisory Dispute Analysis & Forensics
Management Claims Management M&A and Financing
Interim Management Risk Management Advisory

Corporate Finance

a a a

Representative A&M Industry Expertise

Healthcare Consumer / Retall Industrial / Automotive Energy / Utilities
Financial Services Food and Beverage Chemicals Transportation
Real Estate Media / Telecom Metals and Mining Public Sector
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