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Word on the Street...

“ Our Dunboyne based supplier produces some
products locally but re-sells the majority from EU &
Asian manufacturers "

" Most of our suppliers are UK Sales offices for high-
end EU Brands ”

" We have an EU-wide licence to buy and re-sell 70% of
our products "

" Our customer demands CE/REACH Standards”

" Our customers are advising us to stock-pile with no
commitment to buy. This suits some of our suppliers b

others have no capacity" / 9 A R V 0

EFFECTIVE PROCUREMENT DELIVERED




Part 1: Strategic Sourcing Introduction
Part 2: Strategic Sourcing for Brexit
Part 3: Brexit Planning & Helpful Tools

Part 4: Take Action
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What is Strategic Sourcing?

® Strategic sourcing is a procurement process
that continuously improves and re-evaluates
the purchasing activities of an organisation to
improve profitability and/or service delivery.

® Strategic sourcing reduces costs & risks, while
defining and executing appropriate sourcing

strategies

ARVO

EFFECTIVE PROCUREMENT DELIVERED




The UK has voted to leave EU on 29/3/2019

Moving target - difficult to plan for...

Soft Brexit Hard Brexit

R >
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Procurement Impact

Political & Economic Event

« uncertainty

 business risk

. unsustainable supply?

. diverging standards e.g. CE, REACH, GDPR...

volatile currency

delayed imports/exports?

expensive imports/exports?

challenging migration
cash-flow /
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Brexit = Another Risk
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ldentify/Assess Sourcing Risk

D

Cost Impact

Kraljic Model

Leverage Suppliers

Manycompetitors
Commodity products/services
Low switching costs

Competitive Bidding

Strategic Suppliers

Critical for product ‘s cost price
Dependentupon supplier

Partnership

Routine Suppliers

Large product variety
Low value per product
High labortransaction costs

Blanket PO

Bottleneck Suppliers

Relativelylowvalue
Few alternatives
Monopolistic markets

Secure Supply + Find Alternatives

Risk Impact

.
'Y,
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Case Study: 3House Limited

® Manufacturer of timber houses in Derry

® Factory produces timber panels that are assembled
as a complete structure at the construction site

® With Brexit looming, CEO & CFO decide to analyse

sourcing strategies

® Step 1: Analyse & Complete Kraljic Matrix (based on

following supply base)

ARVO
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3House Suppliers

Percentage of : : —_ Altemative
Type of product total purchasing Source Supplier Location | Switching costs supplier
Insulation 21% Manufacturer Cookstown Low Ample
Windows 18% CEM Dublin Medium Fewr
Timber 15% CEM Omagh Medium Yes
Project specific 13% Varies re & UK Medium Few
items
OSB Boards 7% CEM France High Fewr
Inner floors and a6 r_*Jat_anaI Dunboyne Low Fe
walls distributor
Stairs A% CEM Carlow Medium Many
Doors 3% OEM Liverpool Low Many
Paint < 1% OEM Maas Low Many
MNails < 1% Local distributor Demy Low Many

pd




3House Kraljic Analysis

Leverage Suppliers

Strategic Suppliers

Insulation

Timber

Windows

Project Specific [tems

Routine Suppliers

Bottleneck Suppliers

Nails

Doors

OS5B Boards
Floors | Walls
Stairs

Paint




3House Suppliers - Complete

Peroentage of

Level of

B ey i tw

Type of product total 1 Soanroe Supplier location | s f'.!cﬁunrwiﬂ\ Swi bching msts - Ser
Inzulation 21% Lata | ofi shriil Z Kedium ‘ Liowven .
High causes High causes
Wind ows 18% O Bottlenecks nLOW |ncreaseslNationa| v UK I Bottlenecks
competition
Tirmber 15% OEM - P V EU v Global [ Few
P"'""?L:_,fr"m”""”' 17% Varies jre & LK ‘ariess Whechium High - High Ferwa
O5E Baards 7% DEM Franoa Levan High Levan iE High Fem
imer Mloors and Natianal . .
ol 5% FE— D rry High Lovey Lioven CPR Kedium Fery
Gypum baards L% UK distribu tar Marwich Madium High Loy 50 Medium Ferw
Stairs 4% iDEM Ralast High Medium MadiumHigh iE High Mamy
Dirars 3% OEM Carlow High Lovwy hedium 50 Medium kamy
iois bure barr bers I% LK di =briba thon Leresd= Kedium Livey Liowven iE Kledium Fery
iDwter raal 2% Lacal di stributar O lbin Medium Lovwy Lovww iCPR Lo Few
Raftars 2% OEM Pl alkaw Madium hedium High 50 Medium Kamy
Paint = 1% fal S | Livesrpececd blecdium Levww Levwn REACH Lo klamy
M ails < 1% Lacal di stributar Mavan Madium Lovww Loy 50 Lo Kamy




Mitigating Brexit Sourcing Risks

® Developing long-term supply relationships
{Bottleneck & Strategic}

® Introduce guarantees or agreements to ensure
supply {Bottleneck}

® Consider Group Buying to benefit from
economies of scale {Leverage}

® Increasing ordering/storage capabilities
{Bottleneck}

® Consider alternative suppliers {Bottlenec
Strategic}
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Supplier Relationship Management

® Supplier Relationship Management (SRM) is a
comprehensive approach to procurement,
managing and capturing the maximum value
from key business relationships.

® Especially for Strategic/Bottleneck Suppliers

® NB: Focus on the R — Relationship

& develop partnerships

ARVO
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ACtIoN >teps - too 1ate to

A'de

1) Be proactive — act now (speak to CM/CE)
2) Kraljic Analysis — categorise suppliers

3) Scenario Planning for appropriate Risk
4) Company-wide engagement

5) Supplier Relationship Management

R >
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Thank You
For Further Information

Search ‘Arvo Brexit’
Mike McGrath
mike@arvo.ie

+353 (0)21 — 4205561

Connect With Me

Linked [T}
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