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strategic and day-to-day support for ESG WW marketing initiatives and alliance relationships. Ms.
Sanders also advises on a broad range of issues, such as protection of Dell IP when dealing with third
parties, developing technology alliances, joint development arrangements, offshore development, and
business process improvement (BPI).
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Fast Tracking Business in
Today’s Accelerated Economy

E-Business and Supply Chain Integration:
Creating a Web-Based
Ordering System

ACCA 2002 Annual Meeting
October 21, 2002
10:30 a.m. — 12:00 p.m.

Why Move to On-line
Supply Integration?

* Today’s Economy » Benefits

— Globalizaton — Remain competitive

— Complexity of networks — Faster time to market

— B2B exchanges — Improve customer service
Government policies and customer experience

— Dot com bust — Decrease fulfillment times

— Decrease in product life — Penetrate new markets
cycles; pressure to market — Perfect return on assets

— Certifications — Enhance efficiency

— Consumer demand — Control costs
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+ Set goals, create the strategy
— Identify budget
— Develop metrics
— Set time line

* Avoid “Internet time” pursue long
term strategy

* Create the systems
Consider legal implications
Select and integrate tools

— Create the site

Choose suppliers

Develop procedures

* Remember basic business
principles

Where to Start?

Top 10

E-Commerce States:

1. Oregon

2. Utah

3. Indiana

4. Louisana

5. Iowa

6. Alaska

7. Hawaii

8. Idaho

9. Michigan

10.  Colorado

Source: Progressive Policy
Institute, March
2002

Creating the Systems:
Legal Considerations

* Statutory prohibitions
— State
/ — Federal
» Taxes

Antitrust
— Especially in B2B exchanges

Intellectual property
Jurisdiction

* Privacy
Data control
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Creating the Systems:
Tools

Supply
Chain
Software

Information
Sharing and
Collaboration

LEADING THE WAY: TRANSFORMING THE IN-HOUSE PROFESSION

Integrate
“Bricks ai
T 2
Clicks Tools for Separate
Elements
Creating the S
.
— reating tne dSystems.
The Web Sit
«What is mission critical?
Intra/Inter *What data is most valuable?
*Who/how will access?
or Extranet | | +Who will maintain data? @ )
«Certifications y,
l Keys to Success
«Content considerations R
*Branding .
Develop +Navigation (1) Put site users first
Front-end «Apply business basics (2) Be different
<Li icati . .
l ive communication y, (3) Remain flexible
~ (4) Evaluate metrics
Select *Branding strategy (5) Routinely update,
. +Domain name management :
Domain *Trademark search @ 1mprove systems
Name *Third party “clean up” J
«Interoperabilty h
*Software *Train
DCVClOp «Security *Monitor activity
Back-end «Best practices Follow-up Conduct security checks

| \_Synchronization *Demographics
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Creating the Systems:
Security

* Develop and Document * Secure Applications
Security Policy — APIs
— Firewalls — Encryption
— Patches — Access and authorization
— Vulnerability assessment controls

» Password protection

Training program
* Record keeping

Organizational structure
g * Employee records

Response plan .

Digital signatures
* PKI

— Segmentation

Creating the Systems:
Security Enforcement

» Enforce Partner Security

(1) Install and maintain a working network

firewall to protect Internet accessible data _ 1 101

(2) Keep security patches up-to-date ReVleW partner pOllCleS
(3) Encrypt stored Internet acccs?ible data _ Demand partners fOHOW
(4) Encrypt data sent across public .

networks your policies

(5) Use and regularly update anti-virus

software — Contractual language

(6) Restrict access to data on a

"need-to-know" basis * Rules

(7) Assign a unique ID to each person
with access to data

(8) Do not use vendor-supplied defaults . Liquidated Damages
for passwords / parameters

(9) Track access to data by unique user ID
(10) Test systems / processes regularly
(11) Maintain a policy that addresses
information for employees / contractors

(12) Restrict physical access to Comphance Audlts
cardholder information o Third party

¢ Indemnification

¢ Termination

Penalties

Visa’s Cardholder Information 3 . .
Security Program (CISP) « Internal with certification
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Creating the Systems:
Failure to Secure

System attacks
— Virus could disable you or your partner's systems

Data tamper
— E.g., switching a digit in a product SKU number
— Releasing data in violation of privacy

Halt supply chain operations

Legal liability

Creating the Systems:
Choosing Suppliers

+ Selecting the Supplier * Inking the Deal

— Legal considerations
* Protect IP
— Supplier preferencing * Define rights, obligations
* Strengthen ownership rights
* Insulate client from liability

— Supply positioning

— Matrix, objective process

— Assessment — Business Considerations
* Supplier + Generate revenue
. Market « Increase sales, awareness

* Relationship with supplier
— First step in a larger
— Evaluation and award relationship

— Resolving other business
issues

* Vunerability
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Manufacturers)

Creating the Systems:
Develop Procedures

@
Distributors

Support
Distribution
Inventory
Production
Procurement

Product design
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ACCA Annual Meeting 2002

"Fast Tracking Business in Today's
Accelerated Economy"

Grand Hyatt Washington
Washington, DC

Sandra Sanders, ESG Counsel,
Dell Computer Corporation

Oct. 21, 2002

SCM - Definitions

« Formation of internal and external networks for sourcing
raw materials, manufacturing products or creating
services, storing and distributing good and delivering
products and services to customers

* Requires the creation of supply and demand networks
and an IT infrastructure to support network growth

e Common sense at its best — natural progression of
efficient use of all resources

* Operational Excellence

e Coordination of information, materials and logistics to
support customer requirements
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operations

nature of SCM

operations

» Define the ideal structure based on core business

» Describe processes necessary to support infrastructure

« Prioritize action plan taking into account the dynamic

» Collaborate with suppliers and customers to improve

e Invest / Reinvest in SCM IT, training, and skills
« Outsource non-core operations

e Supply = Demand

SCM - Principles

Supply Chain Management: Areas of Opportunity

Customer-Focused Planning

Production Inventory Distribution
Scheduling Planning Scheduling
Network Flexible Cross-Docking Quick Sales Force
Rationalization Manufacturing Response Planning
Strategies L
Activity-Based DSBD Integrated Micro
l l Cosing Strategy marketing
y v
Vendors  Inbound Manufacturing  Transportation Warehousing Delivery Retailer Consumer
Logistics

Product Flow |

Order Management and Information Systems |

Cash Flow |

|

Forecasting

Supply Chain Systems
Selection and Implementation

Electronic Data
Interchange

4 L A
‘ Organizational Change ‘

Palletization, Promotion Planning
Bar Coding Process
Vendor-Managed Net Landed Category Management,
Inventory Cost Continuous Replenishment

to Build a
-Koehler

Charles C. Poirier. Advanced Supply Chain Management: Hj
Sustained Competitive Advantage. San Francisco, CA: Berrg
Publishers_Inc 1999 page 15
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Supply Chain Optimization Opportunities

Product Development
» Concept-to-market
« Voice of the consumer

Forecasting
« Forecast accuracy

 Short-interval planning

Sourcing
 Partnering

* Alliances

* Global aspects

Pricing
« Competitive
» Profitable

Order-to-Cash

« Order fulfillment

e Error elimination

« Inventory management

Enterprise Resource Planning

Logistics

* Warehousing
« Distribution

» Transportation

Electronic Commerce
« EDI

« IT integration

* On-line sales

Charles C. Poirier. Advanced Supply Chain Management: How to Build a
Sustained Competitive Advantage. San Francisco, CA: Berrett-Koehler
Puhlishers, Inc., 1999, page 64.

Expenditure Levels: Critical Areas for Cost Reduction

and Process Improvement

System and Administration

=
Purchases »  55% to 65% E
Transport > 3.5% to 7% E
K ,9(; <
Labor y w > 25%to6 %

1.5% to 3%

Il
Facilities ‘
-~

0.7% to 2%

v

Id a
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SCM — Focus from Internal to External

Internal

« identify key suppliers

e eliminate inventory not tied directly to demand
e order entry

 finance process

e warehousing

e transportation

External

 real-time exchange of data
e common IT / software

e universal coding

e accuracy

e reduce paperwork

e data mining

SCM — First Steps

Simpli
e product categories

* need for unique parts and suppliers
e customer segmentation

Increase

e speed
e use of e-commerce
* VMI (vendor managed inventory)

Manage 7/ Synchronize

e supply / demand
e product life cycle
e segmentation
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SCM - Cautions

* Improvements can be a win-win for the entire network. Many
companies seek improvement at the cost of the suppliers.

e Increased need to share data to move from forecast to actual
demand date. Comply with privacy laws.

* Remember the ultimate goal — supply chain improvements
should be made to better serve customers not merely to
improve internal efficiency.

* Savings should be passed back to the network as well as the
customer.

* Requires an investment of time AND money AND executive
support

e Focusing primarily on cost containment will not result in long
term sustainable growth

* Aggressive growth (pass all savings to the customer) without
profit analysis is not sustainable

SCM — Optimization Results

Increased customer attainment / retention
SCM costs are low

Chain is dynamic

Advanced data systems

Outsourcing

Innovation

Supply = demand

Decreased inventory

Ability to monitor orders real-time

Ability to focus on long term, capacity, and global planning
Increased continuity of supply (COS)
Decreased inventory

Increased cash flow

Decreased time to fulfillment

D N N N N N N N N N N N N NN
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SCM — Case Studies to Consider

» Dell — usage of e commerce with suppliers and customers
* FedEx — speed, transportation, and delivery

« Heineken — fulfillment based solely on consumption
 Levi Strauss — commoditization

e Sun Microsystems — IT tools that increase effectiveness
of alliance relationships

* Wal-Mart and P&G — order fulfillment based on actual
data

» Office Depot — speed, transportation, and delivery

» Select Comfort - commoditization
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