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Kemira’s Spend by Categories

2008 Spend estimate over 2 000 M€
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Development of Key Feedstock Markets
Oil Europe and US

Crude oil US $/Barrel*
Crude oil Europe $/barrel**
Crude oil Europe €/barrel**
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Source: http://tonto.eia.doe.gov/dnav/pet/pet_pri_spt_s1_d.htm; ICIS; CHEMDATA

http://tonto.eia.doe.gov/dnav/pet/pet_pri_spt_s1_d.htm


Development of Key Feedstock Markets
Propylene Europe and US
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Source: http://tonto.eia.doe.gov/dnav/pet/pet_pri_spt_s1_d.htm; CHEMDATA
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Price increase Q vs Q previous year
Variable costs increase Q vs Q previous year

M€
The rapid increase and volatility of raw material and energy costs has made it

difficult to carry forward cost increases in sales prices

Price and Variable Costs Development 2005 – Q2/2008



Sourcing Activities:
Where does Sourcing come from

TargetGapTotal

Credibility

Sustainability

Performance/health

Time

Enlarged 
focus on 
sustainability

Focus on
quick saving

Waved roll out program 

2003-2006

2007-2009

Future

Intensive 
capability 
building

Wave 1 Wave 2 Wave 3

Build credibility
Credibility of GS&SCM through savings 
achieved
High caliber GS&SCM personnel recruited
GS&SCM organization and system 
support set up
Clear and joint performance management

Build capability
Standard strategic sourcing  and supplier 
management process
Cross-functional sourcing approach
Capability building program
Strong connection to supply chain

Achieve sustainability
World-class SCM organization
Strategic Sourcing
Full savings potential through complete 
TCO levers
Supply Chain Management efficiency

In order to make the next big step 
Strategic Sourcing and Supply Chain 
Management capabilities needed

5.7 7.4 6.3

17.1

29.0

2003 2004 2005 2006

Savings achieved
EUR millions

2007



Sourcing Activities:
How Sourcing is Organized
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Energy
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Raw Material
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Logistics
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• Centrally lead Sourcing organization
• People located at sites together with
business
• Sourcing & Procurement function part of 
Supply Chain function
• Dedicated Supply Chain person nominated
for each Segment Management team, single 
point of contact to all Supply Chain relevant
topics (incl Sourcing & Procurement)
• Category based Sourcing teams (global, 
regional, local), lead buyer based model

Sourcing organization

Market 
analysis

A. Sourcing tools

Negotiation

RFP/RFQ

Idea generation 
workshopTCO analysis

Spend analysis RFI

B. Deliverables

Saving ideas

Sourcing strategy

Other relevant 
functions, e.g. IT, HR, 
Sales and Marketing

Production/ 
maintenance
/ Quality

R&D/ 
engineering
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NOTE: approximately
60-80% of product
cost is defined/locked
at R&D stage



Business Decision Support:
Raw Material Price Index Reporting Process
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Actuals:
• Monthly update
• From invoices
• Coverage (61% of             
RM Spend)
• 4-6 working days

Reports:
•Part of SCM monthly
report (Latest actual and 
forecast)

Supply
Optimisation

Forecasts:
• At least quartely update
• Major changes immediately
• Based on Sourcing’s

market knowledge (~25 persons)
• 4-5 working days
• Forecasting accuracy > 90%

Savings
Initiatives

Latest
Market 

information
Contracts, 

RFQs
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