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C.D. The PLM is an element of Strategic

big fish Sourcing

A In addition to cost control, PLM improves strategic
sourcing

A“(With an approach integr.
procurement professionals will be able to make faster
and more efficient sourcing decisions by quickly finding
and reusing data created I

A“PLM helps PTC buyers kno\
accurate”

A“PLM | ead
and purch
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C.D. A strategic tool is necessary to take
Pig fish multiple objectives in account

Many Functions for Packaging

A Hold and measure

A Preserve and protect

A Facilitates storage and transportation
A Inform

A Promote and differentiate

A Delivers and controls usage

ECOLE DE
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bl fish The PLM of High Value Packaging

Identify suppliers capable Isolate new capabilities Manage transition and
of introducing new Optimize costs by introduce technology
capabilities reducing inefficiencies evolutions to maintain
Support implementation Ease production competitive advantages
planification across
systems
2
8
e R&D )
§ Pre-Production Production Operation/Support —
<
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C.D. lllustration in Fast Moving Consumer
big fish Products

A Frito-Lay, a global giant expanding in Europe
A Demise of a former local market leader in France,

Flodor
AAnalysis from a journal.
won with its atilve

Why coul dn’t
source from the same

c0 @ supplier?

ECOLE DE Project Management
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sassh A Balanced Relation for Lasting Impact

¢ 70 days without flavor
variation vs. 15-30 for the
competition
. '70/3'0 consumer preference Supplier
in blind test
¢ Allocates tools
e Capture of category e Target innovation
leadership in key markets efforts

¢ Dedicates best staff
¢ Open books

30% cost reduction over 3

years
Negotiation position
= strengthened versus large
distributors 2
[
GRENDBLE g
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QO )
C The result of an internal and external
big fish collaboration

Procurement Marketing Identify need for packaging with
better barrier properties to improve
freshness

Capture
Development Manufacturing 9 Jointly Japan

develop

Procurement leads
cross-functional teams to lift
company potentials

USA

dedicated

ECOLE DE Project Management

MANAGEMENT

O .
®  Exclusivity can create a lot more value than
oig fish cost cutting

Increase selling price by 10%:
Contribution: +200k€

Decrease cost of key component
by 10%: +68k€

Project Management
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ECOLE

‘.ish The Sourcing Plan to manage the PLM

A Launched as soon as a new need is identified: a
packaging that delivers a competitive advantage

A A significant investment: many months of work,
renewed regularly

A An in depth work: cost models, supplier and internal
client interviews

A A cross functional approach: Supplier Management,
R&D, Marketing

Project Management
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e The PLM “Snack Fo

o .
Pig fish evolution over multiple years
Develop a product to allow Allow the product to Develop new products
the development of a evolve and facilitate the
European brand clearly ANew aromas evolution of specifications
better to established ANew countries to maintain competitive
competitors ANational and advantages
A Aromas nternational
APackaging promotions
AProduction A Response to requests
" from large retailers
g R&D ;
Tgﬁ Pre-Production Production Operation/Support e of le
C
<
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O .
K A reference tool for supplier
Pig fish management in a category

A The Sourcing Plan is the basis for a PLM approach to
supplier management

A Itis applied by the best performancing organizations
in their industry
T Frito-Lay
T GSK
T Automotive equipment manufacturers

A Its usefulness is now recognized by service
companies, financial companies, leasure, etc.

Project Management
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bl fish A Structured Process

Project Structure  Spend analysis Cost Analysis Firm Needs Analysis Supply Market Recommendations
Ascope Axey projects Acost levers Acurrent Analysis Apreferred suppliers
AObjectives ATrend Aperformance AMedium Term Aportfolio ANegotiation
AMembers and ABy country pricing Roffset ATechnology rends  strategy
stakeholders Axkey players Aktc. AMarket forces  ABuilt to spec/ to
AKPI ALcc options print
Roffset options ~ ATraining needs
Achanges in
procedures

roject Management
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bl fish The Sourcing Plan Workspace

Aldentify how supplier management

Objectives allows to improve PLM
Aproduct or catégory?

AFunctions that will contribute

Team ..
ADecision makers

ATime
Performance ACosts
Measurement ATechnical Performance

ACompetitive advantages

Project Management
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b‘.’g‘:sh Snack Packaging

B

A structure the supplier network to reduce costs on a yearly basis
Secure supply by managing supplier capacity

Objectlves Continuously improve quality
Introduce exclusive technologies
A Purchasing Europe
A Purchasing World
Team

A R&D Europe
A Marketing Europe

A Cost per m?
A Consumer preference in blind test
A Market share increase

Performance
Measurement

Project Management
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L] ) . .
bia fish Analysis of the current situation
Facts Organizational Elements
A Volumes A Who decides

A Specifications
A sites
A Suppliers

ECOLE DE
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A What impact on the
enterprise strategy

A Results of past actions

Country Profiles

B

COUNTRY

VOLUME
(000 M2)

SKUS AVG GRAM/BAG | KEY SUPPLIERS

UK

Benelux

Egypt

South Africa

Spain

Greece

Turkey

France

Poland (salty)

Portugal

Saudi

Israel

ECOLE DE
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bia fish Technologies in Use
By Product Range By Country
100% 1 100% -
90% - 90% -+
80% - 80% -
70% 1 — Average 70% A
60% 60% -
50% - 50% +
40% - 40% -
30% A 30% o
20% | 20% o
10% 1 10% -
0% - ]

ECOLE DE
MANAGEMENT
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i fish Supplier Technical Review
[~ FOURNISSEUR SITE IMPRESSION LAMINATION PE AVAIL?

C1 Cedar Flexo Adhesive
Britannia Flexo Adhesive YES

c2 UK Flexo Adhesive

Italy Roto Adhesive
(Spain) Roto Adhesive YES

C3 E Germany Flexo Adhesive

W Germany Roto Adhesive
Cc4 Belgium Roto Adhesive YES

Burgos Roto Adhesive

C5 UK Flexo Adhesive

C6 (UK) Flexo Adhesive

Holland Flexo Adhesive

(Spain) Roto Adhesive

c7 Greece Roto Adhesive

C8 Turkey Roto Flexo Adhesive

Cc9 Egypt Roto Adhesive

®
)
-
e
=
E
Pr
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Elements of the Analysis

% Understanding of the relation between specifications

and costs: cost lever trees

A Cost analysis outside specifications: Total Cost of

Ownership

A Relation between cost and value: LPP, DTC, etc.

ECOLE DE
MANAGEMENT

O

2@ Purchasing optimizations covers then entire
product live

big fish

Needdevelopment

> Need fulfillment

Volume Optimization

« Size of demand

* Timing of demand

* New policies

* Inventory
optimization

Specs Management

* Reverse engineering

* Harmonization of
demand

* New specifications

Supplier

Management

* Supplier
consolidation

* New suppliers,

eventually from low
cost countries

* Global supplier

Process Management

* Automated billing

* Automated ordering

¢ P-Cards

* Compliance
monitoring

* Budget reduction to
capture savings

leverage * B2eMarkets
* Contract for * EBP
performance
* Auctions
Internal External Interface
60-75% 15-25% 0-10%

ECOLE DE
MANAGEMENT

EV I ST A

Project Management
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C.D. Specifications: Flexible Packaging Cost

big fish

Lever Tree

38 Bk

Finished Product L%Term
[ T T T
Film area per bag Cost / m2 Capital Process
| 1
[ T 1
. Shape Production yield
Internal bag size Back and end seal (WL ratio)
1
: - ! QA/QC
Setup cost: Conversion cost:
2 Structure
per run perm T
I | i | Market Recalls
. . Rotogravure/ Clear/
Run sequencing Design Flexography Metallized

Colors: Number &

Ink coverage

ECOLE DE
MANAGEMENT
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Complexity

type shading, etc.

Base film cost:
per m?

To develop a Cost Model

R

Model Input
CATEGORY MAIN ELEMENTS COMMENTS
Company Needs Thickness
Width
Annual volume
Supply chain
Raw materials Energy and fluids
Aluminium
Boats

Printer assets

Labor (cost / hour, work schedule)
Capital (cost, usage years, size, etc.)

Converter and
equipment
performance

Set up and down

Labor units / operation
Maintenance and downtime
Raw material consumption

=A =A A A (-a -—A(-a —a A -a -8 -4 -4

For each stage in the supplier
manufacturing process

ECOLE DE
MANAGEMENT
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C.)o To optimize starting with the graphic

o .
big fish Concept
Impact on Graphic over Cost

20%

15%
0
o 10% [ [i ][ ] L1
5 [
F - .
x

0% A

-5%

Initial idea No shading

drawing

Picture Picture, no shading
Shaded banner

Maximal optimization

Project Management
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o To optimize p r i nproductions

ng.fish
schedule
4 countries 4 designs 1 design 1 couleur variable
- -
% —*
—— ——+ -
- —F
——— ——F - ==
s | TOTAL SAVINGS: 11% - Il Il ]
—F i—*F —F I | N ) B—
Total Start Up time: - 68% -
Total Run time: - 21%
- -S| Cylinder cost reduction: - 66%
T F ——F|Film:-1% -
SN -S| Nk, Solvents: - 2% -
B -
% —
— —+
——F+ {1} Cylindre de langue

roject Management
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38 Bk

and even our s u

|
EEEEN

Master Cylinder: 1245 mm

Productivity as function of width of reel [ ]

100%
90%
80%
70%
60%
50%
40%

on

% Utilisat

100 300 500 700
Width of the packaging reel (mm)

L2
)

-
=
3
£
P

OLE DE roject Management
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o Pour gérer le PLM il faut aussi

o.,
Pofish  comprendrele« ColtTot al ' |

R

Prix dbéachat

Colts internes

Colts chez le fournisseur
résultant des actions du client

R
)
-
E
=
E
P
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bl fish Total Cost of Ownership

38 Bk

Purchase costs

Traditional approaches only
address the fit

—_——
—_—N —

Internal costs

Supplier costs resulting
from our decisions /
joint costs

ECOLE DE

MANAGEMENT
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bl fish TCO Definition

% The Total Cost of Ownership sums the lifetime costs
of all that is dependent of a buy.

A It was originally discussed in 1929 then popularized
by the Gartner Group in 1987 to discuss IT
purchasing decisions

A TCO analysis is essential to PLM

ECOLE DE Project Management
MANAGEMENT
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C.D. It allows to compare PLM options
big fish

effectively

TCO On Product Live: Decision to offshore

p—
Sourcing

Discussions Sourcing

Transport

” Product Life

Logistic
< D -~

Develnnment /
‘ Launch

ACCOUNuIY

Maintenance

—————
Supplier Management
Dévelopment

Destruction
Recycling

ECOLE DE Project Management

MANAGEMENT
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arsh  Align Purchasing and Market Needs

BeED B

Organize the External Relation Organize the Supply Chain

A Make or Buy? A Constrains of the production chain, of the value

A Single source or diversified? chain?

A Partnership or arm-length relations? A supplier evaluation

A Duration A TCO levers

A Additional services? (maintenance, inventory A Implementation level: local, regional, global?
management, innovation, etc) A Integration with other functions?

A Delegation of quality control?

A Payment process?

A Etc

Project Management
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bl fish Market Profile

% Geography: local, regional, global

A Market size and evolution
A Most important companies: volume, activities, etc.

A Trends

T Financial: fixed / variable costs, capital needs,
consolidation, vertical integration

T Technological: Evolutions, alternatives
T Commercial: level of competition, new entrants

Project Management

ECOLE DE
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big fish Profile of our main suppliers

Size

Market share

Our business size
Strengths, Weaknesses

Main sites, main industrial
tools

Cost structure
Etc.

Project Management
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O :
2 Afew structures to launch strategic market
219 fish analysis

% Easy to use 2 x 2 matrixes to analyze different aspects
of the market
T Market Power
T Portfolio Analysis
T Supplier Intent

A Categorize, prioritize, negotiation strategy

ECOLE DE

MANAGEMENT

L]
® —
boa fish 1 —Market Power
Tailored Generic

= APrinting services Aoffice Supplies
% - ATransportation Acommodities
T |3
L2|=
c
)
°
8
5 CustomDesign (rare) Proprietary
= Asolution is specific and Asoftware
% © proprietary ASpecialized Machinery
§ 5| Aex: Expert consulting
@

ECOLE DE
MANAGEMENT
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Impact on the leadership of the PLM

i) B

ECOLE DE
MANAGEMENT
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Suppliers (for an identical offer)

One

Tailored

AClose relations

Generic

Alimited impact on PLM

ﬁQualifying processes management
AYou initiate the PLM

projects
CustomDesign (rare) Proprietary

Apartnership
Amplication in other
projects

APLM impulsed by
evolution of supplier

technologies
Meed to
know”

be |t

2 — Portfolio Analysis (Kraljic)

BeED B

ECOLE DE
MANAGEMENT

Impact on ValueCreation

Glocal/ Bottleneck
fOften local vendors
Acritical products

StrategicPartner
Arocus on build up of
competitive

self serve, etc.

-g ANeed to centralize differentiation (cost,
T| expertise and strategy quality, service,
development deployment, etc.)
Shopping Leverage
AThe objective is to AGlobal vendors
= facilitate the transaction Aconsolidation
3 Alocal supply, catalogues, AWatch for

overspecification

Project Management

08/09/2009
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Impact on the PLM time horizon

i) B

ECOLE DE
MANAGEMENT

big fish

Impact on Value Creation

Glocal / Bottleneck
APLM in an integrated
analysis

Strategic Partner
ACan be very long lasting
(10 years)

-g. Asupplier development an | AProject team integration
T| essential part of the between supplier and

sourcing plan and the enterprise

PLM
Shopping Leverage

Alimited or no PLM impact | ASourcing is critical
= Aincrease negotiation
3 leverage by globalizing

volume and aligning local

/ regional time horizons
AGlobal PLM

3 —Supplier Intent

ECOLE DE
MANAGEMENT

Interest of the supplier for us

Development
Asee you with the
potential of becoming
core
Awill nurture

Core
Awill invest
Alikely to parallel
developments to your
needs

Low

Nuisance
ANo part of future plans
Awill milk
Awill ignore requests

Exploit
ANo part of future plans
Awatch prices

Project Management
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wiasisn IMpact sur la gestion du partenaire PLM

i) B

Development Core
Aseek to integrate into Aknows you

] PLM ANaturally integrated into

— || ANeed to train in your the PLM

O | T .

bl internal procedures and

Q culture

[}

[}

=

n

2 Nuisance Exploit

= AEliminate from PLM Ashare a minimum of

S involvement (will try to information

g = exploit) Asignificant investment

§ 3 APlan migration in the into specifications and

= PLM/ Sourcing Plan contract development
AEliminate in medium

term or move to Core

Project Management
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v Objectives of supplier workshops in PLM

NN B

Market Trend

A Cost of raw material trends
Technology trend
Initiatives from other clients
Supply strategies

A Assist in standardization
A Specification optimization
A Opportunities for more efficient extended enterprise management

Product, process,
service expertise

A Inventory management tools, and storage capacity
A EDI

A Logistics network

A Optimal lot size

Supply Chain

Project Management

ECOLE DE
MANAGEMENT

08/09/2009

20


http://www.grenoble-em.com/1081-instituts-de-recherche-et-d-innovation-en-management-des-achats-1.aspx
http://www.grenoble-em.com/1081-instituts-de-recherche-et-d-innovation-en-management-des-achats-1.aspx

08/09/2009

C.J. The Sourcing Recommandations in the

big fish PLM
BENDD |

Evolution from 29 to 3 key Optimization of the Research trends to
suppliers on which volume extended enterprise maintain cost and

is concentrated in exchange A Cost and data technology andvantages
of investments transparency and manage transition to

AReturn on investment next generations

R&D )
Production )
Pre-Production Operation/Support

Annual Costs

End of life

L2
)
-
=
-]
£
Pr

ECOLE DE oject Management
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bl fish Potential impact on the Supplier
Leverage Minimal Impact Press Impact Factory Impact
(% avail.)
401
357 /2y
30+
25+
201 arge country
151
10
5 edjum country
0 Other coyntries

0 150

R’
-]

=
]
H]
E
P
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C.)o Identify suppliers with a compatible
ig fish strategy

Supplier Evaluation Supplier

357 development targets

30 T *B

a7 o My, s
Commodities VL. W

20 T

15 +

Commercial

Technology
10 T

ECOLE DE

MANAGEMENT
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big fish Evolution of the Supplier Strategy

MH—. Development of sustainable

Initial situation competitive advantages
A Constant competition between many A Improvement of the effectiveness of
suppliers: the printers
T Volume allocated to the supplier T Measure of performance parameters
willing to give the most of its margin i Profitability of the printer as a proxy for

i Good market knowledge efficient management

A Sources of prOdUCtIVIty T Full leverage of dedicated lines

T Specification optimization A New technologies
T Family printing i

i Capacity optimization

High barrier film
T Integrated supply chain management at
European level

ECOLE DE Project Management
MANAGEMENT
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C.D. Tracking of Supplier Performance to
Pig fish manage the PLM

% Set-up effectiveness parameters

T Time to change colors

T Waste, etc.
:
A Usage effectiveness parameters
T Factory and line load
T Energy consumption, manpower usage
|

ECOLE DE
MANAGEMENT

S’, Planning changes to optimize packaging
big fish production

% Reduce setup time

T Reference graphic chart at European level
T Need planning for 20 countries to allow family Planification
des besoins de 20 pays pou
famille de produit
A Adapt the organization
T New software to plan production
T Central team to coordinate, take ownership, optimize

ECOLE DE

MANAGEMENT
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bl fish Packaging Evolution

% Strengthened position becomes a target for

competitor reseaches

A Continuation and strengthening of strategy

T Continuous cost lowering by increasing operational
effectiveness across the extended enterprise

T Technology evolution to move up the bar to 100 days
without freshness loss (vs. 70 days in the first phase

T Leverage of the technological advantage in the sales to
large scale retailers

ECOLE DE
MANAGEMENT
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CONCLUSIONS

ECOLE DE
MANAGEMENT
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O
ng.:sh Frito-Lay changed the competitive field

A Identified critical skills available outside its own
operations that could contribute to its objective of
superiority versus the competition

A Built such a relation with suppliers that competitors
could not access the same resources

ANurtured the relationshi
enterprise” that provi de

ECOLE DE
MANAGEMENT

O
bc;g‘:sh Learnings from Frito-Lay PLM approach

A Supplier Management to deliver sustainable
competitive advantages

A In depth understanding of the product life cycle to be
integrated in a cross functional approach

A Demanding but fair attitude to be recognized as the
preferred client of their suppliers

A The Sourcing Plan as the backbone of the supplier
management in PLM

ECOLE DE

MANAGEMENT
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® A culture geared towards the capture of
219 fish sustainable competitive advantages
MISSION STACKED WINS

ioQur Objective iy v‘.eragAInnovation

Purchasing as a significant A Quality
source of Sustainable Cost . 2 _
Advantage and Proprietary "E A service
Barrier to Entry, whilst EOP 3 A cost
delivering 100 % Consumer - EOF 1

preferred specifications to
every plant, ev

ECOLE DE
MANAGEMENT

O
®
ng‘ﬂsh Rules to Manage Supplier in a PLM Mode

A |dentify as many risks upstream and discuss with
suppliers
A Do not work in routine, bureaucratic way
T Launch initiatives as soon as possible
T Initiate module launch in parallel whenever possible
T With gateways to validate hypothesis
T And identify the risks associated
A Project management

T Must have fill visibility on the strategy and its reasoning,
calendar, objective targets

T Toinsure agility, initiative, intrapreneurship

Project Management

ECOLE DE
MANAGEMENT
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O
®

bl fish An Agile Approach

A Do not stick to the actual plan but analyze the need
accurately to adjust the timing => understand the
minimal need expression for integration and
validation

I Need a validation prototype for 15/10/2008
T Need equipment for full operational test for 15/01/2009

A Mindset:

T All solutions are valid
T Continuer the dynamic developed after training.

ECOLE DE
MANAGEMENT

?o Success factors to use the Sourcing Plan
big fish in a PLM Approach

AA rigorous cost analysis
Need for new

A A cross functional .
people capabilities

approach

A Avision th ] ATechnical

A vision that cove.rs then capabilities
extended enterprise AOrganizational

A A collaborative approach capabilities

to best competing
extended enterprises

ECOLE DE
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08/09/2009

O
bc;g‘:sh Supplier Management: Technical Skills

| Partnership Building |

Purchasing | Global Sourcing & In/Outsourcing |
Leverage elements

| Target Costing / Value Analysis |

| Value Cycle Analysis & Standardization |

| Supplier Development |

| Sourcing |

| Category Management & Supplier Rationalization |

| Cost Breakdown & TCO |

— Purchasing
| Negotiation | Fundamentals

| Bundling |

Process improvement and automation Distributed Knowledge Organization

ECOLE DE Project Management

MANAGEMENT

0 Supplier Management Essential
oig fish Organizational Skills

Softskills | Act as a network entrepreneur |
Leverageslements

| Develop your leadership |

| Drive Change |

| Perform well towards press & media |

| Manage a multicultural team |

| Manage a crosfunctional project |

| Manage a team |

| Handle conflicts |

| Run effective meetings | Soft skills fundamentals

| Make a successful presentation |

Manage your time and priorities Make decisions

ECOLE DE Project Management

MANAGEMENT
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O
®

boa fish Next Steps

A Does your company use strategic sourcing plans to
develop and manage supplier relation in the product
lifecycle management?

A Are they updated regularly?

A Are buyers sufficiently trained?
T To develop sourcing plans
T To work in team with the other functions

T To manage the relation with the suppliers and deliver on
ALL identified objectives?

ECOLE DE
MANAGEMENT

O
®

i fish Thank you

® Do not hesitate to contact me in the
future with your questions and
comments

® michelphilippart@e-bigfish.com
® +33 974 534 613

ECOLE DE

MANAGEMENT
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