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Achieving cost efficiencies and reducing risk exposure through
total Supply Management

Supply Chain Management and Logistics in a
volatile global economy

Declan Kearney, CEO
Supplierforce
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« Supply Management within SCM

* Procurement Value & Trends

« Strategic sourcing

« Supplier Relationship Management (SRM)

 The role of technology

* Cloud Computing — another term or something real?

« Dynamic risk management — beyond database searches

Supplierforce ® @© Supplierforce Ltd 2009



SUPPLY MANAGEMENT
g supplierforce WITHIN SCM
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« ‘Purchasing’- ‘Procurement’ - ‘Supply Management’

- “Supply Management incorporates the complete range of methods,
services and technology regarding the procurement of goods and services
and management of suppliers and internal stakeholders”

« Increasingly elevated function / "CPO" recognition by leading organisations

« Strategic heads of procurement: Chief “Risk” Officer

« Current economy provides the opportunity for change - leading Supply

Management/ Procurement professionals are leveraging their roles to make
a real impact on the bottom line
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Strategic Procurement’s Value Contribution Curve

Improving Procurement Capability
delivers increased Value to the Business

» Purchasing contribute
at C-level
* Performance based
supply base
| bt e — » Systems integration * Influencing market/
& efficiency supply base
* High quality data * Revenue driven
« Total Cost « Mature Supplier decisions
« High Order efficiency Relationships
& controls « Stakeholder partnérships
« Supplier invClvement
in improvements

¢ PO admrin focused » Price focused
» Order expediting * Bidding & Negotiating
e Compli.nce ¢ Delivery & Quality

Transactional Commercial Proactive Strategic Class-Leading

h---------i

Procurement Capability Continuum
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« Elevation of the role of the function

« Administrative vs strategic focus

« Changed sourcing landscape/ buyer’s market vs supplier’s market
« The margin impact of supplier spend is highlighted

* Procurement playing a key role in sustaining business benefits

* Procurement’s expanding influence on spend
— engagement with internal customers

“"Competitive survival” to "Competitive advantage”
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Value Creation

Define User Profile the Sourcing Tender & Implement
Requirements Category Strategy Award Contract

Step 1: Development of Specifications
Step 2: Conduct Market Assessment & Tender Strategy

Step 3: Source identification & Tender documentation preparation &
submission

Step 4: Supplier tender evaluation
Step 5: Tender Award and supplier debriefing

Step 6: Agreement and implementation of Contract and Service Level
Agreement(s)
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4. Difficult to secure
supply and high

relative expenditure

Difficulty Of Securing Supply (inc. Risks)

Relative Expenditure

Supplierforce ®

Specification

o~

STRATEGIC SOURCING/

STRUCTURED METHODOLOGY

“Global
Sourcing

Product

change

Joint Process
<~ Improvement

Volume
Aggregation

Value and
Cost analysis

Relationship
restructuring

!

@© Supplierforce Ltd 2009



; STRATEGIC SOURCING -
SUpp|I€FfOI‘C€ SHIFT IN APPLICATIONS

accelerated supply value

Event Summary

Lot Title Auction Lot Date Start Time

Single Price Hidden - 15/07/2000 10:00:00AM 10:30:00AM

Recruitment Services Reverse

Display Line Graph | Show All Bids From All Suppliers

2l
The Auction Has Ended. 11| Download Auction report here!

Bidding Summary Savi
avings

The Leading Bid Was: £1,212,016.00

Percentage Saving On Historical Price: 37.31%

e Lading Suppter ] \parrcentage Sang On Historical Price: 37.31%
Total Mo, Of Bids Received: 41 Percentage £
Absolute Amou
Auction Lot Extended: 0 time(s
=) 400,000
Supplier Bids

Last Bid From t: Amount: £1, 300,000

Bid Amounts

200,000
100,000
0
20 30 <0 50 10 20 30
11AM
Bid Times
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« Strong specification
« Supplier Qualification:

KEY ASPECTS OF

A SUCCESSFUL AUCTION

— Only invite capable suppliers to the auction
— Possible PQQ or RFQ/ITT to create shortlist

« Clearly defined award strategy
« Lotting strategy

Train suppliers & manage relationships
Maintain an ethical and transparent approach

Max Points Vendor A Vendor B Vendor C
Non Price Quality 25 22 20 21
Service 25 21 23 20
Delivery 10 8 7 7
60 51 50 48
Price 10,000 € 9,900 € 9,800
40 39.20 39.60 40.00
Total 100 90.20 89.60 88.00
Rank 1 2 @S mnlmrfnrra If}’)ﬂnQ

Supplierforce ®



SUPPLIER RELATIONSHIP
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Value Creation Value Capture

Define User Profile the Sourcing Tender & Implement Performance
Requirements Category Strategy Award Contract Manage

|

3-5 months

REALISING THE VALUE ——>
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SUPPLIER RELATIONSHIP
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Supplier Relationship Management is the collaborative management of
suppliers driving visibility, compliance, operational and cost
efficiencies for mutual business benefit

"At the heart of relationship management is the need for facts, data and
objective guiding principles” - CPO Agenda

- Past 4 years: role reversal between CRM & SRM - key to financial stability
and competitiveness sustainability is to ensure that current market
opportunities are availed of & sustained

Supplierforce ® @© Supplierforce Ltd 2009
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Number of Suppliers (2%6)

Consultancy

Leisure Services

Facilities & Management Services
Financial Services

Building Construction Materials
Legal Services

IcT

Social Community Care Supplies & Services
Education
At RESoureEs Business Type Breakdown
Environmental Services
Vehicles
Transport
Works - Construction, Repair & Maintenance
Utilities (not telephones - see ICT)
Mail Services
Highway Equipment & Materials
Catering
Stationery B Audit Question Analysis
Medical

Housing Management

Back

Question 2: Is there a HACCP system in place?

Health and Safetw

Supplier Location

Sports &
= Charity/Voluntary Organisation ® Limited Liability Company ( 87.50

® Limited Liability Partnership (LLP) = LocalAu(homv/Govcmmcﬂ 1250

W Partnership  Public Limited Company (Pl

 Social Enterprise ® Sole Trader (Self Employed

Click to activate and use this control |
|

Supplier Diversity
7% ~

6%

5%

4%
3% ® Number of Suppliers (in %)
2%

1%

0%
51% or more Black, Minority 51% or more Female owner
Ethnic (BME) owned business business

Supplierforce ® @© Supplierforce Ltd 2009
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Supplier Location

« Supplier Information Management
« Contract

R." Performance

« Risk

« Collaboration (NPD, joint process

im provements ' .) ) Functional Report )
- Executive visibility = — —

10 &

i=3

p—

Advertising Scorecard: All Suppliers |AII Categories ;I i
(from 20/05/2008 to 20/03/2009) "
100 — b
L
h Open Issues |- Red Flags - Scoracards
. s’

f Contracts

< . . & =
. e . % ation: Recruitment £ N
— | &
<40 A A
(click on pie to view stats)
a &
20
a a
a A & rs th
o A
May/08 Jun/08 Jul/os Aug/08 Sep/08 Oct/08 Novw/08 Dec/08 Jan/09 Feb/09 Mar/09 A Topic
ADEPT ADVERTISING BRINDLEY ADVERTISING LTD m GT MEDIA Ogilvy and [als} Audit
Mather o YOUNG EURO RSCG
= 00 Budget Reviews
=
= 20
=
[
W]
o 20 40 6O G5 80 100

Complexity: Routine = Critical
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MAPPING TO CUSTOMER
PREFERENCING

High
“"Develop” . Will lati hi d
Relationship Spend time & resources to e Will cosset re ations ip an
develop relationship defend against competitor
View customer as strong intrusion
c long term prospect e Will see customer as a
._g strategic partner
1)
©
s
Z
w e Customer is costly to e Aim to maximise profit in
= service with high nuisance short term
S value o e Assess relationship on an
2 e Aim to. maximise revenue ongoing basis
"Nuisance” | E';il n;'ﬁ;m'setgolr;t:ed * Risk losing the customer in
Relationship unhappy order to maximise profit
customer
Low
Low High

Potential Spend

Supplierforce ®

“Strategic”
Relationship

“Exploit”
Relationship
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BUSINESS VALUE OF SRM: Better buying
or better relationship management?

BT e = T
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1. PublicS ector Financial Drivers
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- ek B Lo = = = = F =
service quality, 7536 cutting waste and simplifying o perations and
50% developing highly inng —~ -~ )

In the public sector,abrc -
= AVErage 3 — 5.5% cost reduction
(49%6), the dithculties in rec
substantial increases in financial and costsavings tangets (419}

Costsavingstargets, value far maney financial drivers and

operating budget reductic - o - -
e = Effective SRM: 23% increase in
shareholder value driverin - -

eswen financial value

(7736, Meeting Audit COmMh  mo e spgumars m o2 o e 2w s
(7496} andimposed costsavings targets forprocurement (8g96).

The hugely compelling business
case around financial value

Survey respondents were drawn from all business sectors,
Functions, rales and countries. Therewas tremendous clarity
with regard to theirfinancial assessment of the future potential
for valuernaximisationwithstrategic suppliers. This is highlighted
inFigure 3, where a €£q13bill
summarised around four o H H
e s K@Y areas of financial value:

The starting pointwas a:
annual costreductiontange*- '+-h ~oend o dnms s s sraation-
remain highand challenging -
than s34 andthemajoritycl I m p roved p rod u Ct q u a I Ity
when the surveywent beyo
of the value currently Deing outen e 1Ons U e suppmes s
into the additional value thas —- "% - —f- =t S5 mom o oo deme
organisations really concen:
management, thenthe aver: S peed to m a rket
of the value map rapidlyincr
been detailedin Fgurc4 s A wortewral ey e b o b e smdi e
maximisation potential The -
chearly far outstripping cost: I m o ed Se ce Ie e I S
organisational challenge of t p r v rVI v

Reduction in supply dependency
- -
Increased innovation
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SAMPLE MARKET

(g supplierforce FEEDBACK
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Do you have a clear and effective segmentation and
performance management strategy for positioning and
20% measuring your suppliers?
60%
50%
40%
30% -
20% -
10% -
0% - B @
yes no dont know

Supplierforce ® @© Supplierforce Ltd 2009
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“I'm aware of the issue but I've got it covered...”

Supplierforce ® @© Supplierforce Ltd 2009



2007 - 2009
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Total Insolvencies Comparison 07/08/09

145 155.00

116.25

/7.50

38.75

OCT NOV

W 2007 - 363 M 2008 -773 M 2009 - 1,094

RCHEg o @ Source: www.insolvencyjournal.ie © Supplierforce Ltd 2009



oo. 2007 - 2009
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Total Insolvencies by Industry January to September 2009

24

241

Figure 1. Company Liquidations in England & Wales

Thousands, seasonally adjusted

5 -

C Liguidations
Stmd%spﬂahty

Manufachﬂsgor Industr

= Creditors
i Volurta
B January - September 2009 - 1,0¢ 4 satash

Liguidations

Compulsory
Liguidations

- Q2, 2009: 5,055
5 =39% increase

Source: Insolvency Service and Companies House
Supplierforce ®
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« RISK: Probability or threat of a negative occurrence (loss, damage, injury,
liability.....) caused by external or internal vulnerabilities, and which may be
neutralized through pre-meditated action

« CONTROL: Action or strategy to mitigate the risk — reduce or eliminate
« IMPACT: The adverse affect on the business if the risk materialised

- LIKELIHOOD: The probability of the identified risk/concern actually
materialising

 Key Risk Assessment objectives:
 Dynamic, not periodic, segmentation

« Assess the current capability and performance of critical & strategic
suppliers

« Identify risks within the supply base and establish a risk mitigation plan

« Establish and implement a sustainable Supplier Management process to
ensure continuous performance improvement of suppliers

Supplierforce ® @© Supplierforce Ltd 2009
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« Identify supplier(s) « Supplier Notification

Preparation - Define scope -« Schedule
* Risk assessment tool <« Risk Assessment Team
ﬂ populated
Risk Assessment « Conduct Risk Assessment
« Identification of high and medium level risks
. . ] « Recommended mitigation actions
Risk Mitigation . S
« Stakeholder & Supplier communication & approval
H « Implement risk mitigation plans
Ongoing « Implement KPIs, Performance Scorecards
Monitoring « Supplier Business Reviews

« Periodic refresh of risk assessment

Supplierforce ® @© Supplierforce Ltd 2009
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- D&B, Bloomberg, Thomson Reuters
- Suppliers/ partners

- National registration offices

- Auditor reports

- Accounts/ public

- Results/announcements

- Market commentary

- Sales staff
- Competitors
- Suppliers to & partners of your suppliers

- Site visits

Supplierforce ® @© Supplierforce Ltd 2009
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TECHNOLOGY - ENABLING
WORTH THE INVESTMENT?

Area Average World class
Annual procurement ROI 281% 694%
Technology cost per Procurement $12,476 $24,507

FTE

Cost per FTE (transactional) $ 55,060 $ 51,001
Cost per FTE (strategic) $ 81,574 $106,366
High involvement in enterprise

level budgeting and planning 31% 55%

A 4

The gap between average and world-class performers
continues to widen—budgets, talent and the willingness to

embrace technology makes the difference

Supplierforce ®
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“Cloud computing is a model for enabling convenient, on-demand network access
to a shared pool of configurable computing resources (e.g. networks, servers,
storage, applications, and services) that can be rapidly provisioned and released
with minimal management effort or service provider interaction”. *

The three services models are:
1. Software as a Service
2. Platform as a Service
3. Infrastructure as a Service

A particular area of the supply chain in which the public cloud is believed to have
much potential, particularly in a globalised world, is that of boosting visibility in
those processes where collaboration with and between third-parties such as
suppliers and partners is key. — Computer Weekly/ AMR Research

IIA Sept 2009 Cloud Computing survey: 65% of respondents believe
Ireland is lagging but 85% of cloud computing projects are successful

Supplierforce ® * The NIST Definition of Cloud Computing © Supplierforce Ltd 2009
Authors: Peter Mell and Tim Grance - Version 15, 10-7-09
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US government Apps.gov: $75 billion IT spend/ initiative to lower the cost of government
operations while driving innovation within government

Apps.gov “browse and purchase cloud-based IT. Cloud computing is the next generation of
IT. By adopting the use of cloud computing, Federal agencies will be able to get the
capabilities they need to fulfil their missions at lower cost, faster, and ultimately, in a more
sustainable manner.”

“Federal agencies are confused about the cloud,” according to "The 2009 Cloud
Consensus Report,”

UK gov’t sponsored, Digital Britain: "All those Government bodies likely to procure
ICT services should look to do so on a scalable, cloud basis such that other public bodies
can benefit from the new capability,".

Leverage the scale and flexibility of the internet

Supplierforce ® @© Supplierforce Ltd 2009
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SURVIVAL?

OR ADVANTAGE? !
SEE THE STARS

Supplierforce ® @© Supplierforce Ltd 2009
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Declan Kearney
Chief Executive Officer

declan.kearney@supplierforce.com

T + 353 (0)1 644 3740
M +353 (0) 86 2234500

www.supplierforce.com
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