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PLM in the Heart of the Enterprise

In the Mind of the CEO SupplierContribution to PLM

Innovate Identify,organize, coordinate the 
introduction of supplier innovation

Focus on the core businessto 
reduce capital and labor 
intensity

Optimize subcontractors and 
suppliersdeployment

Pilot a company operatingin a 
fast changing global 
environment

Orchestrate cooperation between all 
suppliers and internal functions to 
make the enterprise agile
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In a Consumer Centric World
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Consumers

Entreprise

Production

How

Licences

Software dev.

Raw mats and parts

Channels

Communication

Equipment

Ore
Coal
Labor

From steel making to car assembly

Ford Motor Company, around 1920

Independant 
distribution

Captive 
distribution

Experts like GE

PLM is a Company Wide Strategy

ÅProduct Lifecycle Management is an enterprise 
strategy that implements a set of operations to :
ïSupport collaborative creation, management, deployment 

and use of product definition data and its associated 
processes

ïAllows to work in Extended Enterprise

ïCovers the complete livecycleof the product, from the 
initial studies to the disposal

ÅPLM is not a set to system tools but a multi 
functional approach
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Adapted from Denis Debaeker, Pascal Morenton(EcoleCentralede Paris)
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Evolution of PLM in the Extended 
Enterprise

At the beginning Today

PLM is a software suite PLM is anenterprise culture

PLM is for companies that manage 
multiple components,like automotive, 
electronic, or aerospace

PLM is applicablefor all product and 
service systems, in all industries

PLM isfor Engineers PLM is cross-functional, involving 
marketing and supplier managemet, 
production and reseach
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Relation between Supplier Management 
and PLM
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Time

R&D

Pre-Production End of life

Production Operation/Support

Identification of innovative 
suppliers, understanding of 
the industry forces, 
suppliers, cost levers, 
opportunity to capture 
sustaianble competitive 
advantages

Management of the 
supplier performance, 
development plans, 
change management

Generation transition
Management of the sub 
components necessary for 
service after phase out

Identification of innovative 
suppliers, understanding of 
the industry forces, 
suppliers, cost levers, 
opportunity to capture 
sustaianble competitive 
advantages
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Different approaches according to 
company strategy

Porsche

BMW

Toyota

Honda

Daimler
Chrysler

PSA

Renault

Ford

GM
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Development

Concept Definition 
and Competition

Serie Development Production

Often

Rare

PREMIUM
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Supplier involvelent in 
advanced 

development

Medium

High

Competition intensity 
in bidding phase
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Relationship stability 
and transparency in 
development phase

Launch

A
A
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Parallel 
development

Last minute 
competitor

A

VW
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North American Automotive Supplier Relations
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άWorkingwŜƭŀǘƛƻƴ LƴŘŜȄέ ƛƴ ǘƘŜ ¦{ 
automotiveIndustry
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Source Planning Perspectives Inc, Michigan, USA
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The difference appears in respective behavior

OEM BEHAVIOR US Domestic Manufacturers Japanese Subsidiaries

Protection of confidential info Little regard for suppliersô 

proprietary information or 

intellectual property  

High regard

Openness, honesty of 

communication information

Indifference; incomplete and late High level, timely 

Importance of cost vs. quality & 

technology 

By far, primary focus is on cost Also seek low cost, but balance it 

with quality improvements and 

technology

Supplier survival Little regard Concern for long-term success and 

stability 

Relationship orientation  Adversarial; focus is on cost and 

OEMsô  short-term gain 

Strategically integrate suppliers 

into partnership-like relations

SUPPLIER BEHAVIOR

Quality Maintain quality if compatible with 

cost objectives

Work together to increase quality 

of system

Capital, R&D expenditures, service 

and support resource allocation

Decrease Increase: allocate freed resources 

from US suppliers

Supplier Innovation Preserve innovation by restricting 

access

Seek to provide innovation

The impact on available innovation is 
significant

-0,8

-0,6

-0,4

-0,2

0

0,2

0,4

0,6

GM Ford Chrysler Nissan Honda Toyota

Year-over-year change in Supplier R&D expenditures

2003

2004

2005

2006

2007
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* Source Planning Perspectives Inc, Michigan, USA
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3 US Automakers 3 Japanese 

Operations

COGS change

2000-2004

+10% -5%

Inventory Ratio 

change 2000-2004

+47% -7%

Market share 2002-

2006

-8% +9%

Share Value CAGR 

1/97 ï1/07

0% 11%

Χ ŀƴŘ ǎƘƻǿǎ ƛƴ ǇŜǊŦƻǊƳŀƴŎŜ

13

Sources : The economic value of supplier working relations with automotive original equipment 
manufacturers. Matthew J. Milas, Eastern Michigan University, Department of Economics 
Stock price adjusted for dividends and splits F, GM, TM, HMC

ÅLƴ Ƴȅ ƻǇƛƴƛƻƴ ώCƻǊŘϐ ǎŜŜƳǎ ǘƻ ǎŜƴŘ ƛǘǎ ǇŜƻǇƭŜ ǘƻ ΨƘŀǘŜ 
ǎŎƘƻƻƭΩ ǎƻ ǘƘŀǘ ǘƘŜȅ ƭŜŀǊƴ Ƙƻǿ ǘƻ ƘŀǘŜ ǎǳǇǇƭƛŜǊǎΦ  ¢ƘŜ 
company is extremely confrontational.  After dealing with 
Ford, I decided not to buy its cars.
ïSenior Executive, supplier to Ford, October 2002

ÅToyota to helped us dramatically improve our production 
system.  We started by making one component, and as 
we improved, Toyota rewarded us with orders for more 
components.  Toyota is our best customers.
ïSenior executive, supplier to Ford, GM, Chrysler, and Toyota, July 

2001.

14

Supplier Comments Contrast

Source: Liker & Choi, "Building a deep supplier relationships," Harvard Business Review, 2004
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Supplier Client Cooperation is the key to 
their integration in the PLM

ÅAllows to maximize innovation impact

ÅChanges the extended enterprise from a flow of 
goods to a coherent team to compete against other 
enterprises

ÅIt can make the difference

ïBetween commodity and premium

ïBetween survival and unique advantages

ïBetween cost reduction and value creation

15

EVOLUTION OF SUPPLIER MANAGEMENT
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Development approaches have evolved
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To follow the evolutionof externalizationof 
addedvalue

0%

20%

40%

60%

80%

50's 2010

Purchased Volume
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Supplier Management has evolved too

If me hit hard me 
get good price.  

Grmf .

20

Initially focusing on cost cutting projects

If me hit 
harder me 
get  better 

price.  Grmf .
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ÅStrong competitors work on Procurement equally 
hard

ÅΧ ŀƴŘ ƻōǘŀƛƴ ǎƛƳƛƭŀǊ ǇǊƛŎŜ ŘŜŎǊŜŀǎŜǎ

ÅΧ ǘƘŀǘ ǘƘŜƛǊ ǎŀƭŜǎ ŦƻǊŎŜ Ƴǳǎǘ ƎƛǾŜ ŀǿŀȅ ǘƻ ǎǘŀȅ 
competitive with their clients

ÅThose Procurement actions are necessary but do not 
improve either long term competitive position or 
profitability therefore do not enhance shareholder 
value

21

Today, it needs to move away from short term 
benefits

[ΩŜƴǘǊŜǇǊƛǎŜ ŞǘŜƴŘǳŜ ŀ ōŜŀǳŎƻǳǇ ŎƘŀƴƎŞ

Minerai
MO

Charbon
5Ŝ ƭΩŀŎƛŞǊƛŜ Ł ƭΩŀǎǎŜƳōƭŀƎŜ ŘŜǎ ǾŞƘƛŎǳƭŜǎ

Ford Motor Company, vers  1920

Distribution 
indépendante

Distribution 
captive

Fabrication sous traitée:
pays à bas coût de main-

ŘΩƻŜǳǾǊŜ

Conception
marketing

finance

Chaîne de Valeur, fin du XXe Siècle

Multiples
canaux de 

distribution

Experts comme GE
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Elle évolue vers les réseaux agiles

Matières premières

Empire

1960

Composants

Matrice

1980

Intelligence

Réseaux

2000
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Source: Big Fish Building and implementingan effective SRM approach
how to work in an extendedenterprise

Et prend de nombreuses formes

P&G

Traditionaliste

eBay

Créateur de Marché

Nike

/ƘŜŦ ŘΩhǊŎƘŜǎǘǊŜ

S
o
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c
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n

Dominant sur une Couche

Comment gérer 
efficacement ces 

relations?
Collaborer?  Guider?

Innover!
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La création de valeur externalisée 
augmente
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% du budget R&D dépensé en co-
développement

Importance de 
ƭΩƛƴƴƻǾŀǘƛƻƴ ŜȄǘŜǊƴŜ

Automobile

Les innovateurs 

Les suiveurs
Chimie

Acier

Futur Collaboratif

Grande Conso
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The first HP Inkjet printers
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Today an extended enterprise
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2005

Å άbƛǎǎŀƴ ƛǎ ǘƻ ǎǘƻǇ ǇǊƻŘǳŎǘƛƻƴ ŀǘ ǎƻƳŜ ƻŦ ƛǘǎ ŘƻƳŜǎǘƛŎ ŎŀǊ Ǉƭŀƴǘǎ ŦƻǊ ŦƛǾŜ Řŀȅǎ ŘǳŜ ǘƻ 
ŀ ǎǘŜŜƭ ǎƘƻǊǘŀƎŜέ ό../ bŜǿǎ нрκммκлп ύ

Å Raw-material shortages and high prices are fueling a new wave of acquisitions 
(India Daily 14/08/06)

Å Capacity Shortages Loom for Lower Tier Suppliers: The recipe for collaboration 
requires key ingredients that are not yet in place
(Automotive Industries February 2005)

Å Michelin has reached the conclusion that its strategy is no longer compatible with 
DŜƴŜǊŀƭ aƻǘƻǊǎΩ ǇǳǊŎƘŀǎƛƴƎ ǇƻƭƛŎȅΦ /ƻƴǎŜǉǳŜƴǘƭȅΣ aƛŎƘŜƭƛƴ ǿƛƭƭ ƴƻǘ ǊŜƴŜǿ ƛǘǎ 
original equipment tire shipment contract with General Motors Europe which 
expires on July 31, 2002
(Michelin press release First Half 2002 Earnings)

Å ά¢ƻŘŀȅϥǎ ǘǳǊōƛƴŜ ŎƻƴǎǘǊŀƛƴŜŘ ƳŀǊƪŜǘ ƳŀƪŜǎ ŎƻƴǘǊƻƭ ƻŦ ǘƘŜ ǎǳǇǇƭȅ ŎƘŀƛƴ ŜǎǇŜŎƛŀƭƭȅ 
critical. Ownership of or at least close ties with key suppliers in these areas is 
therefore important for ensuring a wind turbine vendor is able maximize 
ǇǊƻŘǳŎǘƛƻƴ ŀƴŘ ǘƘŜǊŜōȅ ǘƘŜƛǊ ǎŀƭŜǎ ǇƻǘŜƴǘƛŀƭ ŀƴŘ ƳŀǊƪŜǘ ǎƘŀǊŜέ ό²ƛƴŘ 9ƴŜǊƎȅ 
Report 2005 - REA)

28

Secure resources in times of shortage require 
to rethink supplier management approaches
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REPower has developed a growth strategy to 
enhance its market presence

ωSurvival in front of larger 
competitors

ωAdaptation to a fast 
mutating environment
ωHigher power 

requirements
ωMore extreme 

enviroments

Need

ωIdentification of the 
cultural weakness of the 
leaders
ωAggressive supplier 

management
ωReliance on internal 

development
ωFocus on differentiating 

components
ωGearboxes
ωBlades

Strategic Analysis

ωPrivileged relation with 
gearbox and blade 
suppliers

ωSharing of information 
about market needs and 
technology trends

ωCo-marketing

Collaborative 
Sourcing

Leader in Growthand Profits

Vestas
Nordex

NEC

Enercon

Gamesa

Bonus

Bonus
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6%
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Growth 1999-2001

RePower

Marché
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Extended Enterprise: Vesta

Integrated Blade 
Production

Wind 
turbine 

design and 
assembly

Financing

Arm length w/ 
Gear box

Non critical
components

Consulting

Wind 
farm

32

Extended Enterprise: REPower

Wind 
turbine 

design and 
assembly

Financing

Gear box: Exclusive partnership
with Renk for the largest high 

performance gearbox

Blades: Development partnership
with LM for large blades

Non critical
components

Consulting

Wind 
farm
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Comparative Stock Price Variation
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Impact on Shareholders

REPower

Vestas

ÅREPower has secured access to a key component of 
its growth strategy

ÅREPower managed the relation to convince its 
supplier to give REPower a prefered status

ïSharing advantages

ïSharing information

34

This success is driven by the relation with 
suppliers critical to the company position
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Repower Learning

ÅA small company can leverage smarter supplier 
management to over perform larger competitors

ÅSupplier management was initially viewed as a way to 
stretch limited resources but soon turned into a common 
project to develop a better solution to emerging needs

ÅThis culture increased the company value

ïmade the company desirable to large firms outside the industry: 
at least two attempts to acquire it

ïShare over performed key players

35

This trend is unstoppable

ÅAfter mass production in the 1920s and lean production 
in the 1980s, the global automotive industry is in the 
midst of another structural evolution, toward 
collaborative engineering and production.

ÅA recent Mercer Management Consulting study based on 
industry interviews, data analysis, and economic 
modeling concludes that by 2015, automotive suppliers 
will represent close to 80% of total value creation in light 
vehicle engineering and production, as the dozen 
automakers restrict their own share to those 
components and activities that are crucial to the success 
of their brands.

36 The comingageof collaboration in the AutomotiveIndustry: Jan Dannenbergand Christian 
Kleinhans; MercerManagement Journal
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70% more profitability for companies 
who can collaborate effectively

ÅWhen compared with the companies with little 
collaboration activity, analysis clearly demonstrates 
that Value Chain Collaborators delivered 70 percent 
higher profitability. The business results from 
effective collaboration across the entire networkτ
from suppliers to distributors/retailers, and final 
customersτstand out*

37 Source: Directions in Collaborative Commerce
Deloitte Research

ProcessusNegotiationDesignExpertise Sharing

30

25

20

15
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ωFunctional Specifications

ωCost Transparency

ωInnovation Capture

ωPartnerships

ωGlobal Sourcing

ωIn/outsourcing

Specification Development

ωAdministrative Optimisation 

ωElectronic transactions

ωCatalogues

ωAuthorization flow 
optimization

ωNew suppliers

ωNégotiation techniques

ωVolume bundling

ωProductivity objectives

ωTarget Costing, Value Analysis

ωCo design

ωStandardization

ωSupplier Development

ωRisk Management

Administrative Process 
Optimization

Negotiation of Terms and 
Conditions

Development

Levers

25%

5%

15%
Administrative  Cost 

(PO # 150 ϵ)

Supplier Management Performance Potential (%)

Competitiveness

Levers Levers

The optimization begins early in the PLM

38

Levers
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An environment in constant flux

Internal Elements

New Business 

Practices

Forced Changes

Problèmes de 

qualité

Risques dô

approvisionnement

Suppliers Clients

Nouveaux 
concurrents

Changement de la 

demande

Evénements 
politisues
Désastres

Lois et règles

Changement chez 

les fournisseurs
Nouveaux

clients

Réorganisations 

internes

Fusions, acquisitionsNouvelle stratégie

Objectifs de 

réduction des 

coûts

Nouvelles 

technologies

Source: Collaborative Sourcing, Philippart, Verstraete, Wynen, PUL 2005

We need new approaches to adapt the enterprise to changes 
that become deeper and more frequent

40

Adaptation to those changes require tight 
integration to capture value

Reaction

Delays

Communication

Confidence

Synchronization

Quality

Source: Collaborative Sourcing, Philippart, Verstraete, Wynen, PUL 2005

Capabilities

Understanding

Resources

Change

Les champions react faster and better
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