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Study background

e Initial “Futures” study completed in 1998

A Five- and Ten-Year Forecast (A ))

e 2007 research objective: update and extend that
research

e Both studies sponsored by CAPS Research,
A.T. Kearney, and ISM




Study methodology

Multiple Research Streams Global Coverage

Focus Groups,
Conference Calls, A
Interviews py Py
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Supply Management in the Decade Ahead ».

(180 participants)




Research framework

External and organization forces

Mission, goals,
performance
expectations

Forces of Business models
change and strategies

Organization Category.
enablement strategies

Talent Supplier
management Future management

Success Factors

: Supply
Collaboration
Technology networks




Agenda

e The Changing World
e Key Strategies for Supply Management Success

e Career Management in a Complex World




Global firm operations subject to more
risks

Most Critical Risks to Firm Operations (2005)
(% of Total Respondents)

1

Government Currency/  Country Political Corporate Disruption  Theft of Natural
Regulation /  Interest Financial and Social Governance of Key Intellectual Disasters
Legal Rate Risk Disturbances Issues Supplier/  Property
Decisions Volatility Partner

Source: A.T. Kearney Foreign Direct Investment Confidence Index, 2005




Lack of strategy and failure to adapt
drive extreme losses

Factors Contributing to Market Cap Drops
Greater Than 50% Year Over Year
(S&P 500 in 2001-2005)

77%

Both
> Factors<

Market Conditions  Strategy Failure Investigation/
Litigation
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Source: A.T. Kearney analysis of Analyst Reports, Hoovers, Annual Reports, Published Articles




Successful — or “value growing”
companies take risks

Revenue
Growth

A

Simple

Growers Go for Value

Industry
Average

Under-
Performers

Value
Growers

Go for Growth

Profit Seekers

Industry
Average

Source: The Value Growers A.T. Kearney

Value Growing
Companies:

Capitalize on the opportunities
of globalization

Pursue long term revenue
growth while balancing the
need for short term
profitability

Believe only 13% of
performance is defined by
external factors beyond their
ole]plife]

Become strong and lean:
build muscle even as they trim
fat




External and organizational forces will
reshape supply management

Forces of Change Business Models and Strategies

Globalization Income Statement Balance Sheet

/ \ Revenue Fixed Assets
‘ » Move up the value stream » Reduce investment

Cogzt‘i?rﬂtsion « Enrich customer relationships « Make assets more efficient,
/ » Embrace emerging markets flexible and mobile

Technolo
( P ) Cast Waorking Capital

Demographics

& Innovation
> Address structural costs « Reduce requirements

Natural / \ Regulation * Pursue ongoing cost « Increase cash flow
Resources & & AcHIEm reduction

Envirenment
Wilelez el [

Supply mission goals and performance expectations

More Innevation Contributions to
from Suppliers Revenue Generation

Supply: Risk Expanded| Cost
Mitigation Management




Rapid growth seen for China, India and
Eastern Europe as source markets

Markets with Increased
Activity as Supply Sources

All respondents

Percent of

goods and ]
services O
sourced |

from this
market I |—I

China India Eastern Brazil
Europe

Source: 2007 Future of Supply Management e-surve




Most companies see net decrease In
number of suppliers by 2012

Increase

Direct Goods Percent of Companies K

P | Decrease

(All Participants) B No Change
Increase:
27% of companies

22% 22%

I 0
2% 4% 0% 1%

>45% 31-45%  16-30% 1-15% 1-15% 16-30%  31-45% >45%

Increase:
15% of companies

>45% 31-45%  16-30% 1-15% 1-15% 16-30%  31-45% >45%

Indirect Goods and Services




Companies anticipate what strategies
will be needed, but readiness lags

Future Importance vs. Level of Implementation

~
High future Q

impertance, lew: |« High future importance, high
' rel] implementation now
NGV, (42 strategies)
(12 sireiiggies)

Low future
importance, low  Low future importance, high
Implementation implementation now.

NGW. (11 strategies)
(40 strategies)

1.00 2.00 3.00 4.00 5.00
Low Average Level of Implementation ——» High
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Source: 2007 Future of Supply
Management e-survey




Biggest gap: Information sharing
across the extended supply chain

Top 4 Survey Gaps — Quadrant 2

Strategy Name

Provide transparency of operational information (e.g
demand requirements, inventory levels and
forecast) throughout the supply chain

Provide transparency of capacity and capability
information throughout the supply chain

Provide transparency of cost and financial
information throughout the supply chain

Integrate sales and operations planning across the
supply chain




Collaboration remains a challenge

Top 4 Survey Gaps — Quadrant 1

Strategy Name

Improve working relationships with strategic
supplier

Integrate business planning and supply
management

Develop common performance metrics across
supply chain

Collaborate with suppliers and customers to reduce
supply chain costs

Use common company-wide data base

Source: 2007 Future of Supply Management e-survey




Agenda

e The Changing World
e Key Strategies for Supply Management Success

e Career Management in a Complex World




Key supply management strategies

Mission, goals
and performance
expectations

Forces of Business models
change and strategies

Organiization Categery
enablement strategies

Talent Supplier
management Future management

Success Factors

. Supply.
Collaboeration
Technology networks




Category strategies are becoming
Increasingly strategic

Value chain
leverage

Networks/ strategies
ecosystems

Extended
enterprise

Total enterprise

Supply
management

Components, Function/ Discrete New business
products, and performance  capabilities for opportunities
services value creation

> Broader definitions of categories that create value >

>Greater organizational reach to create value >




Supplier management

Improved working relationships with strategic suppliers

Engagement by me_r;ive
Key Executives |

RIMEWES

GT

Objectives

h 4

(Demonstrated Value




Supply networks

Tiered Partners,
Supply Base Alliances, JVs

Supplier A Supplier 1 N

\ l Company.
/

Supplier B Supplier 2 e

Outsourced
Supplier C functions,
Operatens

Segmented
Supply Chains




Technology

2007 2008-2017
Spend Mgt.
|
Sourcing Collaboration \

I networking
Contracting

User-defined

1 dashboards and
Procurement analytics

|
Supplier Mgt.
|
PLM

Knowledge
Management /

Stand-alone, serially- Integrated, collaboration-based,
connected applications flexible systems




Collaboration

With and Among Within The With and Among
The Supply Base Company Customers
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Elliblicn | MR Market Customer 1
I Development Development |

Supplier 2 \ Customer 2
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Supplier 3 Operations ®




Talent management

Baseline: Competency Mapping and Capability Requirements

Campus

Recruiting Experienced

) Internal
Hires

Transfers Advancement

Evaluation and Career Path Development

- Talent
Training Strategy

Compensation and Reward System




Organization enablement

Supply
Management
supports

Supply
Vianagement

Supply
Management
leads

Operations

Product/Service

Distribution Development

Development

A‘Product/Service

Strategic
Seurcing

Tactical
Buying

Contract Outsourced
Manufiacturers Operations
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What skill sets will supply management
professionals need?

« Soft SIS Leadership ability

SIS
Collaborative Innovative

Style SPINIL

Cross- International Foreign
cultural EXPErience language skills

Cro Broadi business Multi-disciplinany,
functi KolEdgE EXPEHENCE

Current and Supply market Supply process
future knowledge expertise




Functional
Path

Managing Leading
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Business
Path

What will supply management career
path(s) look like?

Supply Chain,
Operations
| eadership
Operations

Supply Chain
Vigt.

Future
careers

M & A Mgt

Enterprise and
Business
Strategy

CRO, SBU
President




How to manage the workforce of
tomorrow?

Develop Challenges:
Trends Acquire EE Manage and motivate
Individuals and teams

e Globalization across

« Shortage of people : _
- Highly experienced Diverse,  Functions

baby boomers to Distributed « Organizations
retire Working  Geographies

» Cross-organizational Environment e Cultures
collaboration  Generations

 Technology

Seek out the most capable workforce regardless of background or
location




Key Takeaways for Supply Executives

Forces of change, particularly globalization, will
reshape business

The CEO will ask more of supply management —
broader scope, higher performance, more value

Collaboration, both internally and externally, will be a
major source of value creation

Technology will support the transformation of supply
management strategies and processes

Global talent management will continue to be a
challenge




