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OEM'’s priority: Costs
What is imperative: Global sourcing

Increase in global sourcing of
production and spare parts

WHY

Low cost of parts and spare parts bring
about massive cost saving for OEMs




LCC logistics (in a nutshell)

Long supply lead time

High logistics cost due to small volume shipment
Different levels of experience in export management
Multiple linkages and partners in supply process
Packaging concepts need to develop in LCCs
Less experience in handling high volume export
Lack of supply chain visibility

Home grown methods for cost reduction

Poor Infrastructural facilities

Tough regulatory environment

Widely dispersed Supplier base

etc...



Constraints are same for everybody; companies;

who wants to succeed, must create differential

response to the said constraints and design
iInnovative solutions to move forward

Cannot apply standard
\/ Supply models to Lcc

1. Supply Process Management
2. Supplier Engagement and Development




Challenges

One
When volumes are high, logistics cost can be redtuce
how to reduce logistics cost when volumes are |Gw?7?

Two
How to optimize vendor parts inventory when
lead times are long???

And
Major suppliers have established supply chains;
how to support small and medium size suppliers???




One of the solutions.....

Standardize supply process

Train and implement all partners

Control cost and supply parameters

Monitor end to end supply process closely
Feedback all stakeholders on a day to day basis
Take corrective action immediately
Continuously improve the process
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Execution Methodology

Supply Process
Define the logistics model
Standard Costs across the model
Control supply process
Uniform EDI process

Supplier Engagement
Landed Cost Study & Optimization
Supply Development Process
Delivery Capability Development
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Supply Process- High level

Supplier cost and delivery capability are critisatcess factors;
which are developed and verified with the helpri&inational Supply

Supply Focus
A

N

Supplier development

Supplier improvement
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Logistics Cost MMOG
Deve|0ped (Material Management

Operations Guide)

(Supply Process Analysis)
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Based on historic EBSC
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Time Line



Landed cost optimization- Principles

One
All costs are negotiated by OEM => reduction in sypuast because of
consolidation of small volumes across LCCs

Two
All landed cost studies done using the Standardizedddost
Analysis model => ensures all costs validated & norsepg

Three
Complete transparency of supply chain cost to seppbuilds trust and
acceptance of the process



LCC Packaging Process Flow

Purchasing
Parts

Identification

International
Logistics
Packaging

Landed Cost
Studies LCC
Packaging
Creation
Supplier Process Packaging

Quote and Development
Assistance
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Optimal Packaging design (footprint, density, mateial medium) is a
critical component in developing the business caseodel to identify
the lowest landed cost of LCC sourced patrts.



Packaging Development

Experience;

» There is big scope for innovations in packagingigi®e and increasing
pallet density

* Proactive and upfront involvement with suppliesparamount in tackling
packaging issues

* Must be standardized to maximize container utiiraand for cargo
consolidation

CAN SUBSTANTIALLY REDUCE SUPPLY COST



Delivery Capability Development

The AIAG Materials Management Operations Guide (M&)&valuates the supplier’s
logistics capabilities prior to a PO

Self assessment of potential suppliers
Strategy and process improvement
Work organization
Capacity and production planning
Customer interface

Production and product control

Supplier (second tier) interface

Assessment level

A: At or near world class standards
B: Short term action plan required
C: Long term action plan required




And the loop complete.....

Online and live supply scorecard monitoring

Feedback mechanism and joint planning by all supp@in partners
Formal and mandatory supply process sign off (SPSO)

SPSO and supply scores analysis to improve supplidampance



Managed DDP- Benefits

COST

Supply chain cost is optimized and efficiency isxmazed

Requirements are understood and accurately priced.

Lower fixed cost with multiple suppliers utilizirgame logistics infrastructure
Consolidation opportunity with other small volumeppliers

Negotiation of yearly price changes with logistesviders

PRODUCTION RISK COORDINATION

OEM maintains visibility into full supply chain Single logistics provider responsible for all
through logistics provider web portal shipments

Logistics Provider maintains and reports daily on Shipment status for each supplier is visible to all
inventory levels within warehouse parties through web portal

OEM process will improve consistency, on time Material consolidation opportunities can be
delivery, and supplier performance ratings. implemented

Supply Chain performance is Managed by one One contact coordinates customs clearance
accountable logistics partner. OEM supports resolution supplier-provider issues

A Managed DDP-Supply Cooperaticagreement provides operational, financial and infomation flow
improvements over traditional models, which benefi both suppliers and the customer
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