Staying Competitive

Players and Slayers - The eco-
nomis pictuns for the specialty chemi-
eal industry remalns uncertain. Mumer-
ous carmplex challenges continually
threaten o slay’ the businessof chermi-
cals :#:eramrsmada:.-*—tn—da}- basis Tey
be a leading player’ today, cvercaming
thissie challenges b orudial 1o s1ay eam-
petitive and ensure the entire supply
chain is optirnized.

Expnmiing portfolies have coased
the number of products €o grow,
thereby requiving the responsive-
nass of mamilacturing plants te im-
prove. Supply chuin lendars need to
evaluate lagues affecting thelr bsi-
nass where aparatienal “slyers” can
kill profitability, so they must make
adjustments to keep the operation
sustainable and ks abla to respond
quickly to customer demands. It s
important te identily some of the
muin challenges that harm the busi-
niad in order to pol In place apprao-
priste mrasures o saleguard com-
merclal targets,

Eegulation Thraugh the Chain

Government regulation resulls in
strict controls Being implementad to
assure preciss batch and lot trace-
ability, &z well as siringent quality
control and testing procedures. In
the spacialty chomieals aactor, ma-
jor and miner aleaning i required o
ansure that no contaminntion exists
hetwaen baiches. The quality eontrol
elfizct is further exocerbaied because
stringent comtrol  proecedures  are
not anly recuired on finished prod-
wes, bt also for raw maierials amd
packaging materials. Compliance is,
tharefore, essential in the ndustry.

Lack of Decision Support Task -
Manual Planning and Schoduling

Muny organizations still wtilize man-
wal mwthods to compleie planning
and schedullng functlons, Signilicant
levels ol automation exist in rans-
action support systems and in the
control or axacution sren, An ovaer-
whelming number of chemical pro-
ducers use Microsall Exoel or Acomss
io manage aspects of their supply
chain. This results in an environ-
ment where planmers are suddled
with manual date gathering, which
can increase the visk of arrors. With-

out a sales and operations planning
(380F) process in place, companias
have limited ability to profitably
align supply with demand. They
lack the ability b evaluabe soenarios
amdl respond quickly to unplanned
avenls, spending more time manag-
ing dista and fighting fires instead
of performing meaningful analysis,
The: use aof spreadehests for racking
d.a.ul,mrfuming data manipulation
or assisting with analysis through
the vse of reports and graphs hag
heen axtensive, This has led o tha
creation of “lands of autematlon™
whera decision support toals have
been used te address specific is-
sues. However, thesa torls are often
“stand-alone” with data either en-
tered manually or through a spread-
alieet frond end. A significant weak-
ness s that thess Wols ars oflen anly
understood by the primary usar. The
resulting “siles of automatlon” sflen
Fuil 1o meet planming and scheduling
funciion needs. Tha inability 1o see
thie whale future operational peeiure
results in an incensistent strategy
and decksions are sometimes only
hased on current hot Esues.

Farecasting Unoeralntles

Major shifts in demand patterns
are aften caused by mapor svenis.
This might inchule launches of new
produsts, the sxpiration of patents,
the appearance of penerics and an-
nounesments by regolatory boards.
Maost of these evenis nre known in
advance by all playars in the marked.
Fricing can alse ereate major swings
im hath short oo Tomg=toamm dormand.
An siversarial relationship couald
then develop hetween manufactur-
rars aunl distribators - the distributors
may arder maximum quantities prior
toa price ncreass or prodocers may
:ill.iampll!.l‘b-l].l‘l!ur pricn increases al Lhe
precisa point when distributors hove
maximum Inventories, leaving the
ladier litths room to sockpile prod-
ucts at the original price,

Hedging Behanior

Hedging is pussibly the most damag-
inmg and costly part of corrant plan-

ning and scheduling practices, This
irvalyes the budld-up of zafety stocks
clue i the uncertainty of Getare de=
mand, the lack of nmwlarstating ca-
pacity or a lack of ability to provide
cateh-up eapability i an equipmant
Tallure pcours, Flanners and sched-
ulers aredd risk by preparing for the
warst case scenario. The diwnside
of this strategy is that it can result
in both nndee-production of prodiect
raquirad and merproduction of un-
wanted product,

Oreercaming the Hayers -
Invasting im Technobogy

The best teols available on the mar-
kat today offer specialty chemicals
compaties the oppertunity to carry
oul the full specirum of “what il
analysis, These capabilities help
them sireamline werkflows, redues
gosts and reach faster, more in-
formieal decisions. Operational plan-
ning models ean have a slgnificant
impact on sourcing transportation
ard inwendory policy decisions. In
every ipply chain, there are activi-
Liess: Ueatl enwst be initlated n antici-
Flil.til.'ln ol Miture demand. To maxi-
mizs parformance, these activitios
mul be planned with the best avail-
ahle infrrmation. Improvemenis in
forecading and demand planning
can Faduca the nead (o carry axcess

In Specialty Chemicals Business Challenges are Enormous, Companies Need to Be Agile

safety stock or have spare capac-
ity sitting ile. In a fully ntegrated
supply chain, production operations
should be closely Hnked with da-
paud management, so 4 company's
operationa] plan can adapl guickly
as demand changes.

Demand management encom-
passes several different dme frames.
At ane and of the spactrum are
new prodoct panning, marketing,
product positiening, product cons
solidation and ather activitles that
create demand in the marketplace.
At a more operational Jevel is the
challenge of predicting shori-term
requirements and using asseds o
allaciively f.u.‘l.i:ﬁ,- demand. The
process  of developlng  accorate
projections of market demand and
cantinuansly updating them a5 cir-
cumstances change is known as
operational demand management.
Companies deplying soltwars teoks
can iypically reclize significant mar-
gln improvement of 4% - 20% by In-
EReagingg capacily 3% - 5%, imprav-
ing customer servica 5% < 10%, im-
proving fArst quality production 5%
and reducing costs 4% — 6%. Many
leading spacialty chemical compea-
nies have adopled aspenOMNE Sup-
ply Chain to deive aparational ex-
collence by addaessing ineffivinncies
in and-to-pnd pErocasses to achioe
firat gaality productbon. mdnbmise [n-
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ventory and allow rapid innevation.
Thase tanls ennhle companies to op-
Limize trade-offs between customer
sarvica, inventory levals and mium-
facturing cosis, accalarate process
innovation and time-to-market for
new products through improved col-
laboration babwean process devel-
opment and manufacturing.
Advaneed Process Control ans-
biles manufacturars to optimize pro-
duciion oparations, providing great-
er agllity in respomling to market
demands, The solution st facilitates
process and product  consisiency
h:,r minimizing variability and fa-
cllitating consistent manalacturing
execution wilh a solution that fea-
tures hoth commercial and techndcal
scalability. Companios deploying as-
penME Advanced Process Control
Can increass llu'nughpl:ll, improve
product quality, reduce energy and
raw material uzaps amd Increase
overall aperational uﬁil,:iqn:_l.- while
koeping the process bobween safe
limdis of peliable operation. Using
better supply planning strategies
and fools will overcame the lmlia-
tions of comnpercial demand visihil-
ity amid hedp develog stall talent with
easy o usa tools. Crucially, supply
planning must integrate with sched-
|,:||'|n;g at the eperating lesvesl amd thie
key ‘player’ in the game is o on-
suie that the Anal supply plan Nows

through to the formation of & prin-
cipal schesdule that enables detailed
expeition plans.

Bettor Sabes & Operations Plansiny

The robe af an effsctive supply chaln
planning ool in the 5&0F process
k= to Foeus om business-wide supply
and inventory planning, specilically
determining “where to make what.”
It lwvaolves allocating  produetion
across various plants while mini-
mizing transportation and operating
costs. A5 volatility increases In the
miurket and besd tinses shrink, clwm-
ical manufacturars must incroase
thelr focus on the value of supply
planning and support the sales and
operations planning devisions, The
bast toals provide web-hased S580P
analytics for enterprise-while report-
ing and aecess to dato and analysis
during the planning procass. Thess
capabilitics allow users to attain vis-
ibility into thekr current sitnation by
combining data from their ERF and
production systems, s wall as re-
sulis from thelr planning and sched-
wling toods for a complate pleture of
their supply chain,

Players Mayimiring Profil

In today's specialty chemicals in-
dustry, businass  challanges are
anormaus. To be o successlul player,
companies need o ba agile and re-
Epansive i Nuehwlions within the
market, a2 well as react quickly to
digruptions within their own op-
arations. Gt the business model
right and you will achleve tarpats
and make significant profit — get it
wrang amid you stamd o s money
ond miss the commercial opporiu-
nliy. Through leading-edge soltwara
technology, the players can combat
operational slayvers to optimize per-
formances, allgn processes, maxi-
mize profit and achieys compoitive
advantage.
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