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Who is Sourcing Interest Group

Membership Based Industry Association of Sourcing Professionals
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Benefits
Two Types of Members > )
Buy-Side /Corporate Users Two Global Summits
Sell- Side/Provid [ A
. = .e/ rOVIRER 2000+ Research Documents
Differentiator \ <
Non-commercialized k Peer2Peer Networking |
Senior membership 15 Regional Meetings
Value based pricing > <
Global 1000 members 48 Weekly Webinars

Lowest cost:benefit

Webinar Replay for One Year
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Online Sourcing Resource Library
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Online Career Network

. J




This is not your run-of-the-mill recession

= Corporate leaders have been
receiving a barrage of bad news
after bad news on the economy—
not knowing where the bottom
ends or when the economy will
pick up

= Companies that were once
considered the crown jewels of the
system have perished ... and the
gap is yet to be filled by new
entrants

= The global economy is undergoing
a structural shift that is
fundamentally and permanently
altering the shape and fortunes of
industries

Sources:  Publicly available financial databases and Booz & Company analysis
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Lehman Brothers files for Chapter 11, precipitating further
uncertainty in the financial markets

Dow falls to 7552, it’s lowest level since 2002, before
staging a slight recovery

More bad news from AIG sends the Dow below the
7,000 mark for the first time since 1997
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Economic Volatility... The best summary of
today’s global marketplace.

Worldwide Real and Nominal GDP
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US and ROW GDP
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US Real GDP
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The global recession will result in -

1% real GDP 2009 growth with -2%

US growth and the “Rest of World”
slightly positive

Source: Economic Assessments from Global Insight, IBM Finance and IPR, December 2008

Supply chains continue to become more global and complex...

Going Global

Increased Network
Complexities

Product Portfolio
Turmoil

Businesses and supply
chains are becoming more
global over the last decade

3X Between 1995 and 2007,
foreign subsidiaries nearly
tripled, from 265,000 to
790,000

2X Transnational companies
more than doubled, from
38,000 to 79,000

Supply chains are involving
more companies

800/0 Nearly 80% of executives
expect number of

collaborative relationships
with third parties to increase?

65% Between _2007_ and 2010, R&D
outsourcing is forecast to
increase by 65%

80% Engmeenng_serwges and
product-design projects are
forecast to increase by 80%3

Supply chains must contend
with rapidly expanding and
contracting portfolios

17% ° _In consumer prod_ucts
industry, production
introductions increased
by 17% in 2006, more than
double the 2005 rate*

« Portfolio rationalization is

eliminating SKUs almost
as fast

1,2,3,4- IBM Global Chief Supply Chain Officer Study
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‘ Visibility: Supply chain visibility leads the CSCO’s

agenda
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IBM Global Chief Supply Chain Officer Study

Managing risks, both
operational and financial, is the #2 concern of
supply chain executives world-wide

70%

55% 60%
COST CONTAINMENT  SUPPLY CHAIN VISIBILITY RISK
MANAGEMENT

56%

43%

INCREASING GLOBALIZATION

CUSTOMER
DEMANDS

AIG
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Customer intimacy: Rising customer
‘ demands ranks as the third highest supply
chain challenge
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Cost containment: Constant cost containment
pressures and fluctuating costs require a
comprehensive view of the tradeoffs.
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Globalization: The complexities of
' interconnectivity......
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What Programs — How Effective?

70%
55%
COST SUPPLY
CONTAINMENT CHAIN
VISIBILITY

Fighting integral

costs as such as Supply chain

might be futile, visibility is inhibited
but being flexible by a lack of

can identify cost
savings elsewhere

capabilities and an
unwillingness to
collaborate.

IBM Global Chief Supply Chain Officer Study

60%

RISK
MANAGEMENT

Process, data, &
technology are
identified as the
roadblocks to good
risk management, yet
they are the key
enablers.

56%

INCREASING
CUSTOMER
DEMANDS

Customers have
increased demand for
more: right product,
right place, right time,

right price, sooner.

GLOBALIZATION

43%

Lead times, delivery,
and quality are top
challenges, but
overall globalization
has been a positive
boon for the leaders.
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The opportunities for improvement abound

Henngsuppy e utesies |
strategies

oo eemess mprovermert (NN
business improvement

Driving integration and visibility of information across
the supply chain (internal)

ey [
performance

Developing your people 81%

Driving integration and visibility of information across 209

strengthening internal controls
growth driver

Respondents who replied either “critical importance” or “very important”

IBM Global Chief Supply Chain Officer Study S IG fr?IUEI:a%;.TSG
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The Supply Chain of the Future must be

SMARTER...It will be Instrumented,
Interconnected

Use of sensors, actuators, RFID, & smart devices to automate transactions:
inventory location, shelf-level replenishment detection, transportation
locations & bottlenecks

Supports real-time data collection & transparency from POS to
manufacturing to raw material

Instrumented
Sense-and-respond demand/supply signals allow “predict and act”

Optimized Flows

ERP to ERP to ERP system integration across the network. Standardized
data and processes.

Collaborative decision making through decision support and business
intelligence — starting with the customer

Interconnected
C-Suite risk management programs for integrated financial controls with
operational performance — monitored and measured

Networked Planning, Execution & Decision Analysis

Simulation models to evaluate trade-offs of cost, time, quality, service
and carbon and other criteria

Probability-based risk assessment & predictive analysis

Intelligent

Networked planning/execution with optimized forecasts & decision

support _
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Booz & Company conducted a detailed survey
of senior executives to understand the
response of large companies to the recession

Industry Breakdown

Consumer Products

Transportation or

Other
4 Trucking

Financial

Machinery or
Equipment
Automotive

Computer or .
Telecommunications

Electronic

Breakdown by Annual Revenue
54%

34%

10%
1% 1%
[ T T
<500Mn 500Mn-1Bn 1Bn-10Bn 10Bn-100Bn >100Bn

Revenues (USD)

Booz & Company
April 2009 14

Respondents’ Position in Organization

Senior most

decision maker
(o)
23 A’ (CEO, COO, CFO)

Executive reporting
to senior most
decision maker
(EVP, SVP)

Companies with Operations Outside US

International

% with Operations in ...

= Europe: 78%

= Asia/Pacific: 70%

= South America: 69%

= Middle East/Africa: 58%
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Companies across all industries are struggling
to respond to the recession

Traditional responses will not be sufficient

Major Obstacles Facing Cost-Cutting Initiatives During this Recession
Percent of Respondents Significantly or Reasonably Challenged

exhausted

1 1
1 1

1
E Objectives are constantly changing due to 9 2% !
! unstable economic conditions :

1
i |
1 1
! Low hanging fruit opportunities have been 0 1
5 e
1 1

1

Significant investments are required to
achieve additional savings

“Never-ending” cost-cutting culture has
§ cost-cutting 74%
negatively impacted morale

Lack of coordination within the company to
execute cost-saving initiatives

Business units are uncooperative

Lack of support from labor unions

Source:  Booz & Company Recession Response Survey, January 2009
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For the Sourcing function, the recession creates
challenges - as well as opportunities

Challenges

= Ability to deliver cost reductions without
impacting headcount

» Requirement to save more, faster from
the overall expense base

= Opening to revisit established supplier

= |ncreasingly dynamic marketplace - ) .
gy ¢y P relationships

capacity rationalization, strategic exits

and outright closures = Ability to assess long-term supplier

viability and ensure supply chain

» Increased business risks driven by resilienc
iliency

guestionable supplier viability
» Chance to implement strategic risk
management and build transparency to

= Enhanced goal of step-change cost underlying cost drivers
improvement vs. year-over-year savings

» Increased volatility in commodity pricing

= Ability to expand influence and insert itself

= Pressure for immediate savings - at the into company’s strategic agenda
expense of executing comprehensive

sourcing strategies = Chance to “up the game” to build

capabilities while delivering sustainable
savings

SOURCING
Booz & Company 16 SIGINIERESTS
April 2009 GROUP




How important are each of the Iollowmg to

our or

anization’s suppl

chain?

Extremely/Very Mean Score
Important

October October April
2008 2009 2008 2009
Pricing of materials and services 93% 94% 4.48 4.41
Quality of supply of materials and services 90% 93% 4.36 4.49
Availability of materials and services 85% 89% 4.25 4.35
Stability of suppliers/Supplier network NA 89% NA 4.22
Supply availability/volatility of materials and services 81% 81% 4.16 4.05
Economic instability 72% 77% 3.92 4.06
Long lead times for materials and services 74% 75% 4.01 5195
Securing and retaining qualified employees availability of key labor 74% 75% 3.96 3.99

skills 5 —
Security of the supply chain \4@5% _éﬂ«? 3.78 3.99
Regulation and compliance issues @) J@ 3.74 3.99
Marketplace volatility 67% 71% 3.84 3.87
Transportation (instability in costs) 76% 71% 4.10 3.86
Complexity and extended nature of supply chain 66% 67% 3.77 3.69
Geo-political activities/volatility /’31%———-4% 3.20 3.29
Requirements for spend diversity ﬁ‘?‘o __%) 3.09 3.17
Green sourcing demands @ 431@ 2.88 3.01

SIG Joint Study with SCMR
April 2009

Mean rating based on 5
point scale where

5 = Extremely important 2>
1 = Not at all important

October 2008 Base: 298
April 2009 Base: 348
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And which of the following would you say are a
concern as they relate to your company’s supply
chain initiative?

Concerns % of respondents

October April
2008 2009
Pricing of materials and services 77% 74%
Quality of supply of materials and services 53% 55%
Stability of suppliers/Supplier network NA 54%
Economic instability QS% @
Availability of materials and services 54% 52%
Long lead time for materials and services 58% 50%
Supply availability/volatility of materials or services @ @
Marketplace volatility 47% 44%
Transportation (instability in costs) 59% 42% ) _
SIG Joint Study with SCMR
Regulation and compliance issues 36% 40% April 2009
Security of the supply chain 33% 40%
Complexity and extended nature of supply chain @ 3@
Eic;l:r;r;ﬁlgnd retaining qualified employees availability of key 39% 32% 2008 Base: 295
2009 Base: 341
Geo-political activities/volatility 20% 21% -
) SOURCING
Green sourcing demands 14% 15% S I‘ INTERESTS
GROUP
Requirements for spend diversity 16% 13%




Both Cost Leaders and Cost Laggards employ
the same short-term cost cutting levers — but
Cost Leaders are more aggressive

Relative Priority of Cost Reduction Levers

Cost Leaders vs. Cost Laggards

. . Not a Priority Top Priority
= Cost leaders are willing to take on potentially 0 100

Note:

Source:

unpopular initiatives such as across the board
reductions and they are nearly twice as willing
to freeze salaries and reduce compensation

Laggards, who already believe themselves less
competitive on cost, must become much more
aggressive where their priorities currently fall
behind, to avoid finding themselves further
outmaneuvered on cost

Both leaders and laggards show themselves
reluctant to take on longer team, structural
opportunities

Cost Leaders are defined as companies who ranked their cost structure as highly competitive (top 5%) against competitors. Cost Laggards are defined as companie,

Across the board
cost reduction

Aggressive working
capital
management

Resourcing
supplier
contracts

Pricing
adjustments

Freezing salaries and/or
changing compensation

Reducing
discretionary
spending

as not competitive (below average) or somewhat competitive (average) against competitors

Booz & Company Recession Response Survey, January 2009

Booz & Company
April 2009
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53
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41
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26
DN 2 cost Leaders

53 Cost Laggards

ho ranked their cost structure
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Similarly, companies are targeting minimal
savings across functional areas when more
ambitious levels are possible

Average Expected Cost Reduction by Functional Area

Companies are targeting minimal savings:

. Procurement
(5% to 10%) across functional areas

The highest level of savings is expected Manulacting

from functions such as Procurement and: Supply Chaig(LO%stiFs/ 8204 |
Manufacturing — this is most likely from ~==="7777=="="~ etributian PR '
sourcing and supplier driven savings Marketing 8.0%
Savings expectations from G&A Sales 7.5%
functions that fare tradltlonglly a focus Facilities 2 4%
for cost reduction (IT, HR, Finance) are S P e B ,
amongst the lowest across all functions informtion 7.3% :
. Technology (IT) :
This suggests that companies are not ' Human Resources 7.3%
looking to internal, structural cost :
1 H 0, 1
reduction levers — they seem to be : Findnce .
largely focused on quick hit, and “easier” | L 5.0% Traditional
cost reduction measures G&A |
... Functions |

Source:  Booz & Company Recession Response Survey, January 2009 EOURCING
INTERESTS
Booz & Company 20 SIG GROUP
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While outsourcing and offshoring are not a
major priority as a lever to reduce costs...

Comparison of Strategic Priorities
Selected Cost Cutting Measures

Not a Priority Priority Top Priority
0 Ranking 100

Layoffs 77
High
Across the board cost reduction 72 Priority
Aggressive working V
capital management o o
Reducing management layers A
Low Priority

Freezing salaries and/or
changing compensation

Off-shoring/Outsourcing

Source:  Booz & Company Recession Response Survey, January 2009 I
SOURCING
Booz & Company 21 |NIER$:STS
April 2009 GROU



In Summary - Changing Nature of Sourcing
Support Assignments

e Sourcing executives are experienced and knowledgeable
— Need sourcing support rather than “having sourcing done to them”
e Sourcing processes are relatively well understood

— But still need refresh on what can be realistically achieved and with
whom

 Vendors are known at a generic level

— But need detailed vendor knowledge specific to current requirement to
ensure more accurate vendor selection

e Time and money are in short supply
— Need appropriate information quickly and at low-cost

SOURCING
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SIG Home Page
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MEMBERSHIF IMFO ALEMDAR

"The intellectual capital SIG members
share allmuws us to develop a healthy
respect for one another and sells
itself."
=~ Carrie Ericson
Vice Presient, A.T. Keamey

A=, Supply & Demand Chain
A P l2e® 'a Executive Hames Dawn
%‘W Evans, President & CEO of
Sourcing Interests Group,
2009 Pros to Know

‘ Search

HOME | ABOUT | COHTACT | JOIN | MEMBER SERVICES | MEWMEBER LOGIN

EVENT REGISTRATION

"Résource Center
VISIT THE CENTER NOW!

Reference Library

Mo with Search Engine Capabilities
Recent White Papers
bermbers Only

Recorded YWehinar Presentations
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Conference Information

SIG Glebal Sourcing Summit

REGISTER TODAY!

Waterfront Marriott, Baltimore, MD
March 31 to April 3, 2009
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Welcome to the 5IG Resource Center

Sourcing Interests Group provides its members access (o & robust set of professional templates, process matrices and guides from
member companies, These documents should act as a guide for supply chain professionals and business unit partners.,

Browse by Topic

Strategic Sourcing

A repositary of Strategic Sourcing templates, adicles,
"hiow o gquides" and presentations categorized by
Stratedic Sourcing phase

Outsourcing

A repository of Qutsourcing documents, aricles,
presentations and lessons learned, cateqorized by
outsourcing class (e.g. BFO, [TD, Offshore, efc.)

Supplier & Supply Risk Management

A repositary of Supplier & Supply Risk Management
documents (aticles, presentations, templates, lessans
learned)

Governance & Compliance
Arepository of Governance and Campliance documents
faticles, presentations, templates, lessans learned)

Provider Resource Guide
Alisting of 51G's pravider membiers, with company
overiiews and information about their areas of experise

Supply Chain Websites
Feed the latest news and products in the industry? Loak
no further

5IG Event Presentations
mMember presentations broken down by Global Summits,
Wehinars and Regional Meetings

Industry White Papers
Getthe latest in industry nesws, thought leadership and
trends



Strategic Sourcing - Team Formation

Strategic Sourcing

Sourcing Interests Group provides its members access to a robust set of professional templates with consistent methodology and
processes. These documents shoold act as a guide for supply chain professionals and business line partners.

Feturnto S1G Resource Center Home =

Click on a Strategic Sourcing phase helow for more information.

Team Formation Assessment Sl 5““““'3'.":5} L ilaE. _
Strateqy Selection Implementation

Team Formation

Glossary of Sourcing Terms

Strategic Sourcing Methodolooy

Category Fact Sheet

Opportunity Flowchart

Opportunity Analysis (Example: Office Products)
Forming the Sourcing Team

Strateqy & Organizational Design Strategic Objectives

A IWRCING
Stakeholder Communication TERESTS

b LN A GROUP



Strategic Sourcing — Team Formation

<Insert your company here>_Strategic Objectives

Selecting and developing top talent will regulate the speed at which the team evolves

into a “world-class” organization

Value Proposition

Savings targets
Cost avoidance
Competitive advantage

Financial

High ROl and/or strategic projects
ROI + Minimize risk and maximize value
+ Corporate and Business Line level

+ Technical Sourcing skills

* Change leadership skills

+ Relationship management
+ Business acumen

Skills

Lead/support Sourcing projects
Best practices and competitive intelligence
Center of excellence

Role

Committed professionals
Development role for high potential staff
* Business partner

Positioning

Guiding Principles

sourcing is the way we do business
Cross-functional collaborative teams
Transparent costs

Open and frequent communication
Senior Executive approves “major” deals

Leverage Customer / Supplier
relationships

Delegated authority to project team

Higher “code of conduct” than for aothers

£ O INTCHohr



Strategic Sourcing — Project Charter
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Joining SIG

Dawn Tiura Evans

devans@sourcinginterests.org
530-582-8664
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