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What does it mean to design?
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burses of
action aimed at changmg . situations
into preferrec

-Herbert SimoT




Designed by:
Dieter Rams for Braun

Good design...

innovative

useful

aesthetic

understandable

unobtrusive

honest

long-lasting

thorough, down to the last detail
environmentally friendly

as little design as possible

DIETER RAMS (1932-), Ten Principles I'I??ma§9f!:
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So what does this mean to us?

LLamasoft
Supply Chain By Design



Start with the customer

@ Photo by Leon Fishman - Creative Commons Attribution License https:/iwww.flickr.com/photos/30003814@N0C3




@ Photo by Keith Marshall - Creative Commons Attribution-NonCommercial-ShareAlike License https://www.flickr.com/photos/69877992@N00
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Make tim‘ to explore

@ Photo by paalia - Creative Commons Atiribution License https://www.flickr.com/photos/32628328@N00




@ Photo by nils.rohwer - Creative Commons Atiribution-NonCommercial License hitps://iwww flickr.com/photos/27454534@N07




Modeling # Designing

Designing # Planning

@ Pheto by BobMical - Creative Commons Attribution License https://iwww. flickr.com/photos/i51764681@N0C2




Isn’t Design the same thing as

Planning?

Design

US Sizes [
European Sizes

Design conveys a Planning determines
fundamental supply the actions to be taken
chain structure to satisfy anticipated
intended to meet demand within the
certain business constraints imposed by
objectives the supply chain
structure

Execution takes action
to meet actual demand
within the time and
cost constraints
determined to be
acceptable at the
onset of the design
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Drugs flow supply chain in Zambia
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@' Proto by Leo Reynoléis - Creative' Commons Atiribution-NonCommercial-ShareAlike Licerise - https: /Awww flickr.com/photos/49968232@N00
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Thinking-i:ast & Slow

Daniel ' Kahneman
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Thinking Fast & Slow, Daniel Kahneman

System 1 (FAST THINKING) runs our days, keeps us alive. Flee or fight?

System 2 (SLOW THINKING) lets us examine and reframe our problem
solving approach. Hunt or farm?

SLOW THINKING evolved to let us to THINK our way out of long term
problems and into long term solutions




4

Has your organization evolved
the capability to think its way

out of its historical situation?
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that was easy: * Projects and suppor.t in Chln.a, vy i G b e
Europe, North America, Brazil
* Simulating the entire North « Co-developing new Nike SC
American Network Design COE
* Integrating Optimization
* Collaborative R&D

* Enterprise standardization
* Central and regional capabilities
* Close partnering with service

* Strategic Investment in providers

LLamasoft

Top companies are setting up
internal Supply Chain Design

* Enterprise license and high
recurring revenues

* Co-development partner for new * 3 Full time staffers in JDPAC
& product Supply Chain Sherpa * Extensive R&D program
* Internal COE up and running * Simulation and optimization

""""""""""" * Guru is “indispensible” to N
GENERAL MILL b TRANSCOM's operations ~ LLamasoft



Key Elements of a Supply Chain Design Team

People
Empower individuals to develop
design skills and design thinking

Develop career roadmap
Understand that communication
to business leads is critical —
telling the story

Provide support and training plan
as ongoing process

— Technology
Acquire the right technology to

answer the business problem(s)
Know the right technology to use
Scale to model end to end
enterprise
Integrate and automate to reduce
time to answer

Process
Enable organizational excellence

through standardized processes
Project intake and delivery
methodology
Project Portfolio Management
Knowledge Share, Learning
KPI tracking and management
Organizational Design

LLamasoft
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What is Working Well for Supply Chain
Design Organizations?

Shift from Ad Hoc to Integrated Process

Executive leadership fully endorses
importance

— Leaders know design drives business value
— Supply chain supports, not hinders, the business

Properly define Mission and Scope
— Where Design fits with the rest of the organization
— Choosing the right initiatives

Create the right structure for the organization

— Developing a scalable, repeatable process
— Develop technical expertise in technology
— Balancing centralized and decentralized processes

Put the right people and skills in place
— Developing people
— Understanding the required skills
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Found Money in the Supply

Chain

@ Photo by Gamma Man - Creative Commons Attribution License https://iwww flickr. com/phcios/51625223@NCE




What makes found money so
great?

You just reached into your
pocket and there it was!

You didn’t work long hours,

toiling and sweating to
earn that money.

You hadn’t planned on

having that extra cash
when you started the day.

@ aaaaaaaaaaaaaaa - Creative Commons Attribution License https e flickr . com/photos/51625243 @NCE




Who is finding the money?

Automotive / Industrial Manufacturing
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Visibility: How does my supply chain perform today?

Yalue (DO0)
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Handling

Inventory

154 646

Production

46,394

Transportation

285 485
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Using one or more plants as an inbound consolidation center can

reduce yearly supply chain costs by millions of dollars
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Demand Segmentation and Inventory Right-

Multi-Echelon Safety Stock Optimization

’ Transport Time Transport Time
Variability Variability Variability

AMMMMM

Sourcmg Production

| Variability Variability

Finished Goods
Holding Costs

Transport Time ‘

¢

?mmMM

Demand

Variability ‘

Demand & Lead Time Profiling

ProductName SiteName

Product_A GREENFIELD_DC_1

GREENFIELD_DC_2

GREENFIELD_DC_3

GREENFIELD_DC_4

GREENFIELD_DC_5
GREENFIELD_DC_6

GREENFIELD_DC_7
Sup_ADC
Sup_CarsonValley
Sup_Others
WRDC

Product_C GREENFIELD_DC_1
GREENFIELD_DC_2

HW""V

GREENFIELD_DC_3
GREENFIELD_DC_4
GREENFIELD_DC_5

g

GREENFIELD_DC_8

GREENFIELD_DC_7

Sup_ADC

Sup_CarsonValley

Sup_Others

WRDC

jlii"

g
H
g
&
H
g
g
g
£
H
H
H
§
g
g
g

$2,500
Increasing OTIF to 97% s2.129
increases working capital /
52,000 by 14% while Decreasing
OTIF to 93% decreases $1,72

w
©
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1,901

working capital by 10%

s15505

safety stock Holding Cost (000)
w
w

51,351 1,537

51,227
$1123 1,844
——
s1.031 Product_A

1,206
$949 31 ~@—Product_C

51,002
$921
5847

T T T T T T 1
86% 88% 0% 92% 4% 96% 8% 100%
OTIF %

\

Multi-echelon inventory
optimization Fuel company
optimizes inventory levels
across sites and tanks and
identified $15.9 M in savings
by shifting coverage to
optimal echelons

——
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Production Footprint Analysis

@ Photo by Leo Reynolds - Creative Commons Attribution-NonCommercial-ShareAlike License https;ffw.ﬂickr.comfphot(}s§49968232@r\100




@ Production Footprint Analysis

Before L 4]

Using production modeling to simply balance fixed and
variable costs and capacity, this company uncovered over
$50 million in cost savings in just one year
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Transportation Route Optimization

Vehicle route

optimization can

recommend the optimal

combination of truck

options to reduce the

Eora il Il number or routes,

12 e - trucks used and miles
driven but maintain

target service levels

Measure Names

[l TotalDistanceCost

[l DriveTimeCost

[l TotalPerRepositionDistanceCost
. - . - . . B Route Cost

VRO_01 VRO_02_ClosedSaturdays VRO_03_NoLargeTruckinMetros

150K

“ Mexico

0K
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Volume Phasing
Warehouse Overtime
End of Period Efficiency
Logistics Planning

Cost to Serve
Customer Accessorial Charges

Secondary Truck Utilization

Operational Efficiency
Benchmark Rates
Carrier Mix

Mode Mix

Carrier Accessorials
Primary Truck Utilization
Transships

“Unconstrained”
optimization can
identify the costs buried
deep within your supply
chain design

100.00% -

90.00% -

80.00% -

70.00% -

60.00% -

50.00% -

40.00% -

30.00% -

20.00% -

10.00% -

0.00% -

vs Baseline

W Volume Phasing 1.66%
W Cost to Serve 7.98%
W Operational Efficiency B.78%
M 5C Network 25.77%
MW Ideal Cost 55.80%

SC Network
Ambient US DC Reduction
Canada Ambient DC Reduction

Direct Deployment vs. Hub/Spoke

US Ice Cream DC Reduction

Creation of Integrated Factory DC's

Reduction of 3PM Facilities

* Facility mission
 Modes
« Volatility
« Capacity
\ —
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@ Photo by ultraBobban - Creative Commons Alftribution-NonCommercial License https://www flickr.com/photos/8274291@N04




Questions?

Michael Detampel

LLamasoft, Inc.
mike.detampel@Illamasoft.com
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