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My name is Bram ...

* Academic
e 1998, Master in Mathematics, Gent
e 2002-2004, Executive MBA, Vlerick Business School, Gent
* 2006-2009, PhD in Operations Research, University Gent, “safety stock optimization in multi-echelon supply chains”

e 2010-..., Adjunct Professor at the Vlerick Business School, teaching ‘statistics’, ‘decision sciences’, ‘supply chain’ in Masters and
MBA courses
e 2010-..,, Visiting Professor at Peking University, teaching ‘statistics’, ‘decision sciences’

* Business
e 1998 - 2003: IT manager, Arcelor-Mittal, Gent (Sidmar)
e 2003 - 2016: Partner Strategy — SupplyChain — Operations, MOBIUS Consulting
* 2010-...: CEOQ, Solventure, S&OP software and advanced analytics

» Sector experience: aftermarket, chemical/pharma, consumer goods, discrete/high-tech, metals, retail, recycling, SME's (+50
companies)

* Contactinfo
* bram_desmet@solventure.eu, +32.497.58.28.60
M be.linkedin.com/pub/bram-desmet/1/788/823/
@bram_desmet
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Agenda

* What is Supply Chain Management?
 Linking Supply Chain and Finance?

* What is Strategy?
* Linking Strategy, Supply Chain and Finance?

e Strategy-Driven S&OP Dashboard?
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What is Supply Chain Management?
Linking Supply Chain & Finance?
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SCM = balancing the SC triangle of service, cost and cash

SERVICE

- Product portfolic / asscrtment
Target service level

- Lead time

- Reliability

- Order flexibility (e g MOQ)

- Consigment stocks

CASH COST
E.g. Inventory - Warehousing
in general “Waorking Capital’ - logistics
- Manufacturing
- Purchasing
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SCM = balancing the SC triangle of service, cost and cash

SERVICE

- Product portfolio / assortment
Target service level

- Lead dime

- Reliability

- Order flexibility (e.g. MOQ)

- Consigment stocks

e.g. reduce cost by
sourcing in far East

COST
E.g. Inventory - Warehousing
in general “Working Capital’ - Logistics
- Manufacturing
- Purchasing
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SCM = balancing the SC triangle of service, cost and cash

- Product portfolio / assortment
Target service level

- Lead time

- Reliahility

- Crder flexibl ity (e.g. MOQ)

- Consigment stocks

e.g. increase market
share by extending
product portfolio

CASH t COST

E.g. Inventary

- Warehousing
in general “Working Capital’

- Logistics
- Manufacturing
- Purchasing
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SCM = balancing the SC triangle of service, cost and cash

- Product portfolio / assortment
Target service level

- Lead Lime

Reliability

- Order flexibility (e.g. MOQ)

- Consigment stocks

e.g. reduce inventory
by lowering safety
stocks

E.g. Inventory Warchousing
in general "Working Capital’ - Logistics
- Manufacturing

- Purchasing
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SCM = balancing the SC triangle of service, cost and cash

Focus/incentives in a
typical production “

company ...

TARGETS:

_“ EARNINGS PER SHARE,
INVENTORY TURNS, ...
o — o

LOGISTICS COST & TURNOVER, MARKET
PURCHASING COST MANUFACTURING COST INVENTORY TURNS SHARE ...
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SCM = balancing the SC triangle of service, cost and cash

VP SALES/MKT
A
SERVICE
Resulting pressure in
the triangle
VP MANUFACTURING
Operations COST
CASH st
VP SC L
VP SC
o L Purchasing v J
WORKING CAPITAL LOGISTICS
PURCHASING cosT
COST
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Balancing the triangle = optimizing ROCE

- Product portfolio / assortment
Target service level

- Lead time

- Reliability

- Order flexibility {e.g. MOQ)

- Censigment stock
EBIT

Aligning the supply
chain triangle is about
maximizing ROCE

E.g. Inventory

ROCEW general "Working Capital’

- Warehousing
- Logistics

- Manufacturing
- Purchasf
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What is Strategy? Linking Supply Chain,
Strategy and Finance?
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COMPETITIVE
STRATEGY

FECHNIQUES FOR ANALYZING
INDUSTRIES AND COMPETITORS

Michael E.

Porter

A

Michael Porter - 2 options:
cost advantage
differentiation advantage

Treacy & Wiersema — 2 options
for differentiation

Best total solution advantage
Best product advantage

DISCIPLINE
OF

T

MARKET FRESH
LEADERS = L

CHODSE YOUR CUSTOMERS, Wi [6] E
MaRROW YOUR FOCUS, mens
DOMINATE YOUR MARKET

(I 4

DELHRIZE
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Higher! service

service Differentiation Leader

/ Cost Leader

Lower

Higher

turns cost



Higher! service

service / Differentiation Leader

/ Cost Leader

inventory cost

Lower

Higher
cost

turns



service

inventory cost

Lower
cost

Higher
turns

/ Differentiation Leader
/ Cost Leader



Highe service . o
servic% / Differentiation Leader
/ Cost Leader

/N

inventory cost

Lower

Higher
cost

turns

Different strategies lead to different trade-offs in the Supply Chain Triangle!!!
—> Different strategies lead to different targets for key financial metrics!!
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Strategy-Driven S&OP Dashboard
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Cash / Capital Employed

-

N

DSO

DIOH

Investments

- Working Capital

Fixed Assets

Depreciation

A

Service/Strategy/Value

([ produt )

\ Experience Satisfaction Rate

Specifications vs Avg

Order LT

(Responsiveness)

OTIF
(Reliability)
Flexibility/Adaptability
(Agility)

ProductPortfolio (#SKU)

/

Cost

-

-

Direct Material

Direct Labour

Indirect labour

Sales

Logistics

Write-Offs
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Bottom-line

Return on Capital Employed (ROCE)

Service/Strategy/Value

Price

Access

NG

Product Specifications vs Avg

Pricepoint vs Avg

Order LT

(Responsiveness)

OTIF
(Reliability)

Flexibility/Adaptability

(Agility)

ProductPortfolio (#SKU)

Top-line

Net Sales

Market Share

Sales Price

Growth

Cost

-

Direct Material

Write-Offs

-

- COGS

r SG&A

Bottom-line

Gross Profit

EBIT

Net Profit

Cash / Capital Employed

-

DSO

Investments

Depreciation

-

Working Capital

Fixed Assets

( II

Return




Process / Diagnostic

N

/ [ Product Development ]

# Components

Order Generation

Orderbook

# Promo’s

Forecast Accuracy

Bias (MPE)

Accuracy

Order Fulfillment

Supplier
Performance
Performance

Performance

First Pass Yield

Plan Adherence

# Order Lines

# Pickings

After Sales

]
REETN
=
=
e
REE=TN
REEEE=CN
RN
—
]W

#returns

o

Service/Strategy/Value

4 — )
Product Specifications vs Avg

Price

. Flexibility p

Pricepoint vs Avg

ProductPortfolio (#SKU)

N
Cost

Indirect labour

Write-Offs

- - J

Cash / Capital Employed

-

DSO

Working Capital

DIOH

Investments

Fixed Assets

Depreciation

J

Top-line

(=T

Market Share

Sales Price

Bottom-line

Gross Profit

EBIT

Net Profit

Return




90% 33%
¥ 5% 8%
On time in full %SalesOfNew

222Mi 3wk

1t 22Mi 1 1wk
Orderbook Lead Time

77%
¥ 18%
Supplier OTIF IL 9,55% ¥ ,45%

DL 17,9% ¥#1%
R&D 7,20% & 30%

G&A 4,82% ¥ ,16%

ppo 56d 4 6d
pso 66d @ 4d

127d

¥ 23d

341

Cycle Time DIOH 117C| ¥ 13d ccc

Depr 10M & oM

Sale oMé€
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90% 33%
¥ 5% 8%
On time in full %SalesOfNew

222Mi 3wk

1t 22Mi 1 1wk
Orderbook Lead Time

77%
¥ 18%
Supplier OTIF IL 9,55% ¥ ,45%

DL 17,9% ¥#1%
R&D 7,20% & 30%

G&A 4,82% ¥ ,16%

ppo 56d 4 6d
pso 66d @ 4d

341

Cycle Time DIOH 117C| ¥ 13d
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0) 0)
90/35% 33%

On time in full %SalesOfNew

8%

222Mi 3wk

1t 22Mi 1 1wk
Orderbook Lead Time

77
¥ 18%

Supplier OTIF IL 9,55% ¥ ,45%

88%

¥ 10 You can’t have the inventory of the
Cost leader with the Margin of the
differentiation leader!!

e v ¥ 23
Cycle Time ] bion 117d ¥ 13d B ccc

Account for strategy
when setting targets!!
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222Mi

1 22Mi
Orderbook

77%

¥ 18%
Supplier OTIF

3

Cycle Time

L 2%1

0%
2 ¥ 5%

On time in full

3wk

1 1wk

Lead Time

DL 17,9% ¥#1%

IL 9,55% ¥ ,45%

R&D 7,20% & 30%

G&A 4,82% ¥ ,16%
ppo 56d 4 6d
pso 66d @ 4d
DIOH 117d #13d

Depr 10M & oM

Sale oMé€

33%

1 3%
%SalesOfNew

127d

¥ 23d
ccc

Benchmark with strategy
peers ... how does our
growth compare?

How does our EBIT
improvement compare?
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It’s all about balancing
service, cost & cash

( & coffee)
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