THE SMARTER SUPPLY
CHAIN OF THE FUTURE

IBM Global Chief Supply Chain Officer Study

© Copyright IBM Corporation 2009



Summary and overview

The Top Five Supply
Chain Challenges

Five trends define the
CSCO agenda

According to our extensive study of
400 Supply Chain Executives, we've
found imperatives among visibility,
customer demands, cost containment,
risk, and globalization.

The Smarter
Supply Chain

Instrumented Intelligent

Interconnected

Instrumented, Interconnected,
& Intelligent

The smarter supply chain has three new
characteristics. Firms across the globe
are beginning to see the benefits of
building a new vision of supply chain
excellence.

Building the Supply
Chain of the Future

Visibility is vital

Risk must be managed systemically

Customer input should permeate the supply chain

Flexibility will counteract cost volatility

Global supply chains require integration & optimization

A new role for the CSCO
and a map to the future

Building the supply chain of the future
will require the emergence of a new
kind of CSCO and a comprehensive

set of new capabilities.
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The collective insights from 400 Supply Chain Executives identify five major
challenges that comprise the CSCO agenda

55%

COST
CONTAINMENT

Fighting integral
costs as such as
might be futile,
but being flexible
can identify cost
savings
elsewhere

70%

SUPPLY
CHAIN
VISIBILITY

Supply chain
visibility is
inhibited by a lack
of capabilities and
an unwillingness
to collaborate.

60%

RISK
MANAGEMENT

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

56%

INCREASING
CUSTOMER
DEMANDS

Customers have
increased demand
for more precise
synchronization of

supply and demand.

GLOBALIZATION

43%

Lead times,
delivery, and quality
are top challenges,

but overall

globalization has
been a positive
boon for all.
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Visibility: Supply chain visibility leads the CSCO’s agenda

How significant are the following barriers to visibility & collaboration?
(respondents answered very to moderately significant)

Organizational silos inhibit collaboration 75%

Individuals are too busy to assist others

across the organizational supply chain 5%

Performance measures not aligned to reward

individuals for collaboration 68%

Technological tools do not effectively support

visibility & collaboration 63%

Collaboration not viewed as important 52%

Concerns about intellectual property limit
effective collaboration

31%

B very Significant ™ Greatly Significant "' Moderately Significant

To what extent have you
adopted the following practices?

75% 70%

As #1 Challenge — Why are we

NOT integrating & collaborating
more to increase visibility?

15% 18%

Real-time information
transparency inside
and outside the
enterprise

Event
management &
alert notification

M widely adopted ™ Somewhat adopted
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a top concern of supply chain executives world-wide

Process

Data

Enabling
technology

Culture

Organization

Access/Process
controls

Financial

Managing risks, both operational and financial, is

What are the obstacles for implementing risk
management programs?

Y <o

42%
34%
26%
23%
What is your organization’s approach
15% to performance and risk management?
0,
6% Do not have any
formal risk or Formal performance
performance tools ) mortmorl_na
0 incorporates ris|
11% indicators
Formal \
performance 31% .
monitoring L
doesn’t \
incorporate ‘\
risk \
38% !

- 69%

Formally monitor both
performance & risk but separately
(e.g. - tools, process)
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‘ Customer intimacy: Rising customer demands ranks as the third
highest supply chain challenge

Extent of external demand collaboration with customers A|mOSt Half (47%) FA”_ tO CO”aborate
with Customers!

Very great extent

Significant extent What are the most significant
challenges in bringing new

y 19% products and services to market?
/ -
67%
g - //
S/
28%
Little extent Moderate extent

Correct identification of
customer needs
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Cost containment: Constant cost containment pressures and
fluctuating costs require a comprehensive view of the tradeoffs.

How do you position your supply chain to meet the
challenges affecting your organization?

ey [Oi CSCOs create flexibility
efficiencies 0

to control the cost
equation where they can

In support of enterprise
growth initiatives

For competitive advantage

What efficiency practices and initiatives are you implementing?
Extremely

Effective

Formal distribution strategy _— 83%
Collaboration & integration among -_
0 0,
3rd party logistics providers 79%
Differentiated logistics services for -_ 70%

distinct customer segments
Network optimization and -_ 0
simulation tools 58%
Supply chain visibility for -_ 0
managing exceptions 67%

- Extensive implementation B some implementation

7 | IBM Global Chief Supply Chain Officer Study — Executive Summary © Copyright IBM Corporation 2009



The Smarter
Supply Chain

We MUSt be Instrumented Intelligent
Smarter

Interconnected

Instrumented, Interconnected,
- ..’. 8 0. .... & Intelligent
® ®
O l o8 { 7

The smarter supply chain has three new
characteristics. Firms across the globe
are beginning to see the benefits of
building a new vision of supply chain
excellence.
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The Supply Chain of the Future must be SMARTER...It will be
Instrumented, Interconnected & Intelligent

Automated Transactions & Smart Devices
» Use of sensors, actuators, RFID, & smart devices to automate

transactions: inventory location, shelf-level replenishment detection,
Instrumented transportation locations & bottlenecks
» Supports real-time data collection & transparency from POS to
manufacturing to raw material
» 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.
Interconnected

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

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

Networked Planning, Execution & Decision Analysis

service and carbon and other criteria

Intelligent

» » Simulation models to evaluate trade-offs of cost, time, quality,

* Probability-based risk assessment & predictive analysis

* Networked planning/execution with optimized forecasts &
decision support

9 IBM Global Chief Supply Chain Officer Study — Executive Summary © Copyright IBM Corporation 2009



-0 e 0O
¢ 3 2
l l.. .... I’

The Smarter Supply Chain of the Future
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