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Welcome from the co-chairs ECRe

o,

@ Garry Haworth

© Global Head e-Business, Nestlé

©® Roland Dachs

@ Vice President Logistics & Planning, Crown
Europe
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Agenda ECR:

S

@ Introduction

@ The Business Case for Upstream
Collaboration

@ The How of Upstream Collaboration

@ Implementing GUSI: the role of GS1
standards

@ The Leveraging and Roll-out of GUSI & UIM

@ Call to action
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Engaging in Upstream ECRo
R

Collaboration
Suppliers and Manufacturers working together in the

Global Upstream Supply Initiative (GUSI) to:

@ Develop an industry integration solution

(Upstream Integration Model) based on:
— common business processes ."

— common mesSsages N

@ Build momentum and usage

The GUSI group started informally in January 2003
and was integrated into GCI in November 2004
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GCI GUSI members & supporters

Firmenich



The Business Case for
Upstream Collaboration

Garry Haworth, Nestlé
Menno Smidt, Nestlé
Henrik Knak, IBM



End-to-End Supply Chain Model

Suppliers Manufacturers Retailers Consumers

Procurement Supply Sales &

Planning Marketing

Manufacturing Distribution

Focus: manufacturing and
replenishment plans

Focus: consumer demand

Raw materials
and packaging

Consumer unit




Expected benefits

Suppliers Manufacturers Retailers Consumers

Procurement Supply Sales &

Planning Marketing

Manufacturing Distribution

— Better visibility

— Optimised inventory levels

— Better supplier service levels
— Lower integration costs

— Optimised processes
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Expected benefits

Suppliers Manufacturers Retailers Consumers

Procurement Supply Sales &

Planning Marketing

Manufacturing Distribution

— Better visibility — Increased customer responsiveness — Increased on-shelf

— Optimised inventory levels — Maximised production capacity availability

— Better supplier service level — Optimised inventory levels — Reduced time to market
— Lower integration costs — Reduced obsolescence

— Optimised processes — Optimised processes



Good initial results, but limited In
scope and scale

Suppliers Manufacturers Retailers Consumers

Procurement Supply Sales &
Planning Marketing
[

25

hj [_uhj
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Manufacturing Distribution

© Many companies have developed their own
solutions to share information (e.g. e-mail,
extranet access, EDI, etc)

— Different business process scenarios

— Different data interchanges

— Different integration technologies



GUSI Business Case - benefits to
partners
© Benefits dependent on:
@ agreed business process (SMI or TOM)
@ product categories
@ extent of integration

@ starting point (technical investment)



Upstream Supply Chain - the
scaling barrier
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GUSI - Reducing the scaling barrier

Business
Benefits
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Increased return on
investment
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GUSI - Reducing the scaling barrier

Business
Benefits
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GUSI - Reducing the scaling barrier

Business
Benefits
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Reduced IT/IS costs
Time




GUSI - Reducing the scaling barrier

Business
Benefits

A

Proven upstream industry standards
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GUSI - Reducing the scaling barrier

Business
Benefits

A

Common approach - faster implementation

Time




GUSI - Reducing the scaling barrier

Business
Benefits

A

I - Reduced Complexity - Standardised solution — Time




Upstream Supply Chain - the
scaling barrier
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The Business Case for
Upstream Collaboration

Henrik Knak, IBM



GUSI Business Case report / survey

@ GUSI Working Group members involved via surveys
and other contributions, e.g.

@ Danone, Nestlé, Procter & Gamble, Unilever, ...

@ Crown, Firmenich, Novozymes, Smurfit Kappa, Tetra Pak, ...

@ Structured cost and benefit approach
@ to specific GUSI standard adoption and

@ to benefits derived from collaborative supply chain
management

© Make your own Business Case



GUSI Is scalable with marginal additional
cost for adding more connections...

Cost

2 Cost with GUSI

# of connections



...hence breaking the scale barrier...

Often the number of connections is restricted to a limited
number if no standard is used (due to complexity of
maintaining a high number of connections). But by using
the GUSI standard it will be easier to maintain more
connections with only minor extra cost and complexity.

Savihgs with GUSI

Profit with GUSI

Savings

Savings wit

Profit without GUSI

# of connections



ROI(net benefit/cost)

...leading to faster and increasing ROI

ROI with GUSI

# of connections

0 ROl without GUSI



Hard benefits — only if GUSI is enabled

@ Survey results on benefits if GUSI Is enabled:
@ Time reduction in connecting partners
@ Reduction in administrative workload

@ Reduced training and IT maintenance costs

@ And the resulting integration benefits:
@ Inventory reduction
@ Improvement in product availability

@& Reduction in lead times



Some examples of the surveyed benefits

@ Savings related to using the GUSI standard
@ IT and business integration set-up
© Data management

@ Order processing

© Supply Chain benefits

@ Production, Transport,
Inventory

& Derived benefits
@& From collaboration
© From GUSI



Business Case for GUSI

@ Significant time and cost savings
@ Broader collaboration and tighter integration
@ Scalable with faster and increasing ROI

@ Standards supported by the world’s largest

consumer goods companies and GS1 The case for

global
upstream
integration

Get the detalled insight and roadmap to
kick-start your own business case now -->




The How of
Upstream Collaboration

Roland Dachs, Crown Europe
Menno Smidt, Nestlé

Fred van der Velde, Symrise



Upstream Integration Model
(UIM)

@ Standardises the data interchanges between
manufacturers and material suppliers for use in electronic
communications.

@ Covers the following business areas:
© Procurement
@ Material forecasting
@ Inventory Management
@ Despatch, Receipt and Consumption of materials
@ Financial Settlement.

@ Within an overall (manual) Integration Agreement between
the manufacturer and the supplier.



Upstream Integration Model

Building Blocks Manufacturer Process Transaction Supplier Process

LI Agree on business rules Agree on business rules
Agreement

e
Alignment Maintain Master Data Maintain Master Data

Integration Agreement

Item Master Data

Purchasing , > ” . "
Camallilare Agree Purchasing Conditions Purchase Conditions Agree Purchasing Conditions
Report Inventory Inventory Report Inventory
Purchase Order
Net requirements
Demand & Gather material requirements Plan production & supply

; Consumption Forecast
Supply Signals a

Replenishment Forecast
(instead of Inv. and R. Forecast)

Purchase Order Confirmation
Delivery Plan

Integrate information

Dispatch, Receipt of goods
Receipt &

Consumption Check goods

Confirm delivery

Pick & Pack goods

Dispatch Notification
Physical shipment of goods

Receipt Notification

Goods Receipt Notification
Consumption Notification

Consumption Report

Invoice receipt Invoice Create invoice
Ei il Create Self billing invoice Self billing invoice Invoice receipt
Inancia . . . : . : : : :
Invoice confirmation Invoice confirmation
e Invoice confirmation

Remittance Notification
Physical Payment

Create Remittance Advice
Initiate Payment

Payment Noatification
Payment receipt




Upstream Integration Model
(UIM)

The UIM is a modular solution which covers the ‘Plan to Cash’
process for the two most used procurement scenarios:

@ Traditional Order Management (TOM)

© Manufacturer-driven scenario

© Supplier Managed Inventory (SMI)*

@ Supplier-driven scenario

*identical to Vendor Managed Inventory (VMI)



From Model to Implementation

Upstream
Integration
Model

Published Oct. 2004

GS1 Standards
XML 2.1

Published Oct. 2005

Implementation
Team

First Adopters
Implementing

Implementation
Guide

Published April 2006



Integration In practice:
Business Scenario Selection at Nestlé



The Scenarios

@ Traditional Order Management (TOM)

@ Nestlé analyses requirements and initiates demand
signals (purchase orders)

@ Supplier Managed Inventory (SMI)

@ Supplier calculates order quantities and delivery
dates based on communicated requirements and
Inventory levels



Scenario Selection - Factors to
consider:

@ Demand forecast accuracy and stability
@ Low forecast accuracy & stability = TOM

@ High forecast accuracy & stability = SMI



Scenario Selection - Factors to
consider:

@

& Product Classification

suited to SMI suited to SMI

suited to TOM suited to TOM

VOLUME —




Scenario Selection - Factors to
consider:

©
©®
@ Product Life-cycle

A

Phase In % Phase
\/\ﬁif

TOM TOM or SMI TOM




Scenario Selection - Factors to
consider:

@ Technical capability

@ Supplier able to process the demand and inventory data



Scenario Selection

Scenario selection only effects the Demand and Supply Signals building block



Integration In practice:
SMI at Symrise



What to do ?

@ Get prepared

" You need to prepare the following:

set up a professional team located at EAME production plant
members representing selected Operations (order manager), Production
(planner), IS (technical support) + Coordinator

L evaluation of existing internal business processes and systems
-

J\\

You need to discuss and agree on:

Kick-off meeting between both partners (manufacturer & supplier)
discuss and agree the Business Rules
depending on experience agree to manual or automated SMI




How to do It ?

© The two most important steps

fl.Step

» electronic exchange of production requirements
(manufacturer <> supplier) via upload procedure into supplier’'s
forecasting module on a regular base

\.

» Interpretation and actions within agreed timeframe
p

2.5tep

« execution of the physical delivery of materials
« exchange of XML messages in accordance with GUSI Guidelines and
using the UIM Model.




What are our plans ?

@ build a Symrise E-Business Project Team

@ Identify and contact in-scope partners / key
Industry players

© save, use and upgrade existing network
coverage I.e. no "Island" solutions



Key Success Factors for -
manufacturers and suppliers alike

&

® ©

© © © © ©

strong commitment at both ends: senior business leader traction
open communication: trust between trading partners

Invest in good business rules: lead time review, stock
management policy, etc.

personal contact: exchange of IS knowledge

reliable systems, reliable data

professional IS support: clear technical specifications
use international processes & standards

education, education, education



What we achieved —
on both sides

® ©

© © ©

reduced paperwork handling

iIncreased planning efficiencies
combined production runs

Improved asset utilisation

Increased transport & storage efficiency
fixed delivery dates
fixed quantities/full pallets

prompt deliveries
reduced number of rush orders
Improved efficiency at goods receipt

simplified/standardised way of working across all plants



Frequently asked questions

@ What does it mean to implement the ‘UIM’ ?

@ Is It about software ?

@ Is there a difference between VMI and SMI ?



What does it mean to implement
the ‘UIM’ ?

@ Business processes might need adapting.

© Get people on both sides on track early
regarding automated processes. Every

manual process poses a risk to the overall
automation.

@ Everybody must commit to the jointly-
established Business Rules.



Is It about software ?

@ A fully automated process might call for new
tools. They are needed to bridge former

Mmanua

© Specia

Processes.

software solutions that deal with

exceptions are welcome.

@ Stick to the Business Rules, even In software.

@ Start with manual SMI leading to automatic

SMI.



Is there a difference between VMI
and SMI ?

& We do not see It.

@ In both cases, you need to secure the supply
chain of your customer according to agreed

business rules.



Implementing GUSI: the role
of GS1 standards

Miodrag Mitic, GS1 Global Office



Standards, Solutions & Services



International Business Standards
Supporting GUSI



Upstream Integration



GS1 XML Messages

© Master Data Alignment:  Item Data Notification
@ Purchase Conditions: Purchase Conditions

© Demand and Supply Signals
® Inventory Activity or Inventory Status
Multi Shipment Order
Order Response
Goods Requirements + Response

®©@ © © @

Replenishment Request + Proposal

@ Despatch/Receipt and Consumption of Goods
® Despatch Advice
® Receipt Advice
® Consumption Report

@ Financial Settlement: Invoice + Response; Settlement



The Leveraging and Roll-out
of GUSI & UIM

Firmenich

Bernard Firmenich



Leveraging & rolling-out GUSI/UIM

@ Number of global companies actively implementing
GUSI

@ Unilever, Smurfitkappa, P&G, Nestlé, Crown Europe, IFF,
Novozymes, National Starch, Quest, Loders Croklaan,
Symrise, Givaudan, Firmenich, etc

@ Approx. 150+ couples covering approx. 20 countries
world-wide planned for 2006 so far

@ up from 6 pilots last year

@ Major service providers also actively involved
© CPGMarket, Elemica, etc

@ Implementation Guide published April 2006



Leveraging & rolling out GUSI/UIM

@ Implementing GUSI/UIM is not the sole
preserve of large companies!

@ Can equally be applied to small organisations
- benefits are greater/costs are reduced!

@ Use of well-accepted process and messaging
standards will benefit every company (small or
large)



UIM - the next steps

@ Based on learnings/success of UIM v2.2, new
workstreams are being created:

@ transport & warehousing
@ contract manufacturing
@ portal standardisation

@ e-billing (e-invoicing & e-selfbilling)
@ Output will form UIM v3.0

@ NB: these are parallel workstreams! Companies
should not wait for these to finish before implementing
UIM v2.2 - do it now! (UIM v3.0 will be backwards-
compatible)



Wrap-up and Call to Action

Garry Haworth




© Business models defined /
@ Standard messages available ~/
@ Implementation Guide published J
© Companies actively implementing J

@ Business Case coming soon



Firmenich

Join the team!



Next steps

@ The next meeting of the GCI Global Upstream
Supply Initiative (GUSI) Team will take place

@ On: 27 June, 2006

® Location: Paris

@ Please contact Ruediger Hagedorn, GCI
( ), If you are
Interested In joining the meeting!



Thank you

WwWw.gcl-net.org



