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Agenda

* Key concepts

* MRP Stock replenishment based approach
*  Why transform — business case view?

* Blockers to transforming

* Industry 4.0 — the case for change!

* How to Transform?

* What to Transform to?

*  Wrap up - Integral Model
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Key concepts

* Systems Thinking with Supply Chain as a way of thinking in organisational design
* Integral Model

* Leadership maturity framework

* Adaptive Leadership

* Industry 4.0
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MRP stock replenishment based approach
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MRO Supply Chains why transform?

/ H ’{ ’
Disparate and ‘locally owned

processes (planning &
physical)

Lack of statistical inventory
management disciplines

Lack of controls around
expedited freight (‘hot shots’)

\ Y,
Often no single concept of the ‘supply chain’
\, 7
P
Warehousing footprint an afterthought in site Below (cross industry) average people capability
design and productivity
_
4 A 4 A 4 2\
Lack of robust, differentiated Re-active exception Poor master data and
L stocking strategies L management only duplicate item codes )
( N ( Very low levels of technolo N\ ( )
Often lack of inventory planning y low . &Y Lack of technology enablement
, ; adoption for freight and . .
tools (spreadsheets or ‘gut feel’) housi around reporting and analysis
L VAS warehousing VAS )

Lack of ‘supply chain’ as a discipline

Portland Group , October 2014
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MRO Supply Chains why transform?

i 5 Billi
Atyplcal customer $5 Billion revenue

1 hour of lost
production ~ $570,000

Parts

— m

m 600 Million on
Maintenance
/“I

30% to 50% is

Maintenance |
unplanned

Inventory — MRP
ROP

First Fill
Replenish

250 Million in Inventory 15 to 20 Mil on Transportation 200 to 300 Maintainers
: , B
Growing at 1% per month "

30% to 50% are hotshots 40% Tool time

SAP Benchmark data, 2018 2 ISN Advisory



Blockers to transformation

* Functional thinking dominant - leadership capacity to embody systems leadership
* Organisation design amplifies functions over process

e Cost of silos “hidden”

* Inventory control compromise seen as a lesser evil to production loss

* Not priority — or just “too hard”

* Notwithstanding automation — Supplier relationship management maturity still evolving
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Why transform - case for change?

“I Skate tO Where the pu0k |S QOing to be, not Where |t haS been.“ Wayne Gretzky, All time NHL top scorer

Industry 4.0 Principles Outcomes
’ﬁ . Highly customized products ¢ Mass production economics for lot size of one
e 6\ ~ 1 AND mass production « Customer individualisation
EIHLQ' = @
sepesssssssgess ) ) « Enabling new business models, processes and
!-Iltgh level 01: v:lue cr:;;?) ways of working
) ) interconnectedness
First programmable logic 2 f
controller (PLC), Modicon 084 high level of autonomy » Company ecosystems in a networked extended
) - 1969 4. industrial revolution supply chain
® First production line based on Cyber-Physical
Cincinnati slaughterhouse i Systems
1870 3. industrial revolution .. . .
uses electronics and IT to Detail complexity AND ¢ |Improved decision making and lower variation
First mechanical loom A achieve further automation of 3 . . . L
1784 2 industralvevolut i dynamic complexity « Improved ability to optimise
follows introduction of
electrically-powered mass
1. industrial luti p ion based on the
di f labr . - . .
e Hision ot abour . « Leadership capability and capacity with
mechanical manufacturing ? 4 Fun_‘:tlonal AND system horizontal and vertical development
facilties s business architecture . . .
= ¢ Information, physical and financial flow
End of Start of Start of 1970s Today
18t century 20% century time

5 Change AND transformation ¢ Inside-out plus outside-in approaches
¢ Adaptive, technical and polarities distinguished

The technologies sit in four clusters:

Data, computational power, and connectivity; Analytics and intelligence; Human-machine interaction; Digital-to-physical conversion.
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How to transform?

Key Challenges / success factors

the biggest single failure of leadership is to treat adaptive challenges like technical problems
distinction between change and transformation

capability and capacity - horizontal and vertical development

Systems and functional thinking

Sustainability in Ecosystem context

Results based on whole of system performance

Leveraging Industry 4.0

Discovery versus telling — unknowns - psychological safety

Language matters

Leaders do the work first
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How to transform?

A different approach to transformation

Organisations are evolving their business to optimise the opportunities available in an Industry 4.0 / knowledge
economy

This primarily means creating more system oriented/ integrated operating environments
Ensuring the transitions and transformations required are successful needs a new approach to change leadership

Traditional change management focuses on where we are now, where we need to get to and planning how to get
there. This assumes:

* We know the answer to where we want to get to

* We can for the most part predict and control the steps and the environment on the way there

This change management approach is effective when the nature of the challenge is primarily TECHNICAL but
insufficient when the challenge is ADAPTIVE

Any challenge where the value comes primarily from people doing things differently is an
adaptive challenge.
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Integral Transformation: Human Systems 1st

Individual

*The biggest single failure of
leadership is to treat adaptive
challenges like technical
problems
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*Results based on whole of
system performance

*Leveraging Industry 4.0
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What to Transform to?

Digital World

Supply Chain Maintenance
Schedule Schedule

Supply Chain Maintenance
Plan

Procurement

Job
llkitl’
v Physical World
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Technology: SAP Intelligent Supply Chain for Assets
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Wrap Up - Integral Model

Individual

/ I IT

Objective

thoughts, emotions, memories, | material body (incl. bra n), vis
states of mind, perceptions and
immediate sensations

Subjective

Interior Exterior

WE

Intersubjective
shared values, meanings, systems, nety
language, relationships and overiBl
Qltural background
Collective

Human Systems First

* Leaders do the work first and visible felt
leadership

* Collaboration requires capacity

* Challenge limiting frames and beliefs create
new frames

* Process architecture

* Technology roadmap aligned to organisational
maturity and with future proof intent

Journey of discovery and adaptation
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