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Building Opportunities Study

 About the study

 The global supply chain market

* Drivers for chains

* Buyer experiences with NZ suppliers

 NZ supplier experiences with global supply chains
* Opportunities for change

* Recommendations

Please ask questions through the presentation




About DWCS Work in the Global Supply Chain Market

Research or consultation with over 400 major projects/chains

Two lead projects for DEEDI and ICN Qld — results led to the
development of the Major Project Supplier Program

Current work on capability profiling for LNG projects

10 yr relationship with Thiess (Leighton Group) - interview
mining, civil, process, building, civil clients in Australia and
Indonesia

Relationship development — major projects and suppliers in
Central Queensland

Industry strategies — advanced manufacturing, food, rail, fibre
composites, mining services




The Study

Aims
 |dentify current experiences (suppliers and buyers) in
the global and major supply chain market

* |dentify opportunities to increase NZ supplier share
and any barriers

 Map a pathway to secure this increase

Indepth Research

* 87 interviews (face to face with ICN, telephone)
* Analysis of themes, profile some experiences




Main Results

* Significant potential to improve NZ supplier access
 Some leading, innovative, world competitive NZ suppliers

e Others need to better understand chain expectations and
boost capabilities to win work

* Some chains work well with NZ suppliers, others can be
difficult

* Facilitating change — support from suppliers and buyers
e Recommended actions:

e Local industry policy
* Internationalisation

*  Work with chains, opportunity identification, capability building




Major Supply Chain Market — Influences 61.8% of GDP

New Zealand GDP 2007
(Total $155.5bn)

43 3%

E Major Supply Chain
Secondary Sectors

C10ther Sectors

B Major Supply Chain
Core Sectors

Source: Wew Zealand Statistics,
http:/fwww. stats.govt.nz/browse for stats/economic_indicators/Mationaldccounts/MNationalAccounts HOTPyeM arlO/Tables aspx




Building Opportunities

e Supply chains surveyed purchased an average of
62.8% from New Zealand firms (ranged from 10% to 90%)

* Potential to boost revenue for New Zealand suppliers
up to S170m for every S1 billion spent on major
projects/chains - a potential 25% increase

* Value to suppliers - revenue, capability building,
retention of capability and capacity, employment

e Value to global and major supply chains — improved
local capability, value (through life, local access),
reliability




The Global/Major Supply Chain Market

* Global and consistent characteristics
 Risk and value drivers
* Under pressure in constrained markets

 While conservative on core technologies, global
supply chains are seeking innovation to reduce cost,
improve productivity and efficiency

e Seek to minimise number of suppliers
* Centralised purchasing

 NZ market — support for global technologies and
equipment
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Trends in the Next 5 to 10 years
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What Successful Suppliers do Well
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Qualities of Successful New Zealand Suppliers
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Improvements needed to Supply Global/Major Supply Chains
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Focus Needed in the Future

Areas New Zealand Suppliers need to Strengthen in the Future
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Capabilities needed to Supply Global Chains

Value and competitiveness
Performance and track record
Working with major supply chains
Capabilities and skills

Capacity

Innovation and responsiveness
Technology and productivity
Systems

Can be used to assess capabilities and gaps




(Legend: core or assumed capability — 3 ticks, important capability requirement — 2 ticks, desirable capability —1 tick)

Attributes Tier 3 Network Tier 3 Firm - Tier 4 Firm - Tier 5 Firm -
- World Class Good Good Good
Performer Performer Performer

Value and 1 Works with client to deliver value. VVV \"/ \/ \"/
competitiveness

1 Effective cost tracking and cost management. \"AY) \Y \ \

1 Competitiveness is a driver. Continuous improvement focus. VVV VvV \ \

1 Uses innovation and technology to improve productivity and V'V V VvV \Y \

reduce the cost profile.

1 Has a focus on delivering value for money. VVV VV \" \"
Performance and 1 Consistent, high quality products or services. VVV VVVv VVVv \VAYAY
track record

1 Strong budget management and cost control. VVV VVV VvV VvV

1 Good communication. \VAAY \VAYAY \Y \Y

1 Known for reliability. VVV VVV VvV VvV

1 Manages risk effectively. VvV \% \Y \Y

1 Competes successfully in a range of markets. May be an exporter. VV V \"

1 Track record of successful work with major supply chains. VVV VvV




Opportunities

 Main focus — understand major supply chains and
respond to opportunities

* Major projects — civil, fabrication, cross sector
adaptation, Pacific projects

e QOil and gas, mining — local customisation of
specialised equipment, import substitution,
fabrication, refit, maintenance, export markets
(Australia and Europe for oil and gas)

 Wind — structures, blades and turbines,
Instrumentation




Opportunities

* Defence — technology based solutions, fabrication on
major projects, components, fitout, consumables

 Health —local agency support, digital health
applications, beds and furniture, construction and
fitout, bariatric equipment, local medical product
e.g. masks

* |IT—niche applications, cloud computing support,
support for software and hardware, mobile and
spatial data applications, regional broadband
opportunities, network to target larger work




Suppliers Report on Successful Supplier Arrangements

Factors Supporting Successful Supply Arrangements




Best Practice Examples

New technology and new design for products — world leading
Substitute for imports

Projects built capabilities that supported future opportunities
for participating firms

Contract procurement specialists working with local suppliers
Indepth feedback to tenderers from major chains

Work with local suppliers to build capacity to supply e.g. lead
times, capabilities gaps, actively working with local firms

Outstanding service from suppliers
Very high quality staff in supplier firms

Customised solutions to meet a need - innovators




Most Experienced Suppliers (86.7%) Encounter Challenges

Challenges when Supplying Major Supply Chains
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to I ncrease NZ Suppl

Buyers and suppliers agree on these main actions:
Profile NZ supplier capabilities — improve visibility
Opportunity identification — early access and
discussion

Work with global and major supply chains —
networks, links to tier 1 and 2, engagement




t o ncrease NZ Suppl

Opportunities to Increase New Zealand Firms' Share of the
% Global/Major Supply Chain Market
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Action to Gain a Greater Share

Be Ready to Supply

Be on the ICN Gateway site with good information on capabilities
Improve visibility and access by global supply chains

How do you match up to major supply chain expectations? Take action
to strengthen your capabilities

Systems rule — quality, safety, environment, risk

Identify Opportunities

Work with ICN NZ on initiatives to link to major projects/major chains
Track what is happening in areas that interest you — range of sources

Work with others — you may not be able to bid on work packages but a
group could

Link with others further up the chain

Local and export focus (direct or in a supply chain)




Catalysts for Change

e Recommended a local industry policy for New
Zealand

e Lead role for ICN NZ and groups like Business NZ -
working with businesses and major chains

* Proactive major supply chains — see the value in local
suppliers

e Future programs to build NZ firms’ capabilities
* NZTE programs and information

* Your commitment to wining work with these major
chains and projects




