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Introduction

+ SPEC2000 Implementation
+ Typically justified by purchase process savings
+ Lead Time based savings are seldom considered

+ Purchase Process Savings
+ Driven by PO Line Volume
+ Difficult to Estimate and Measure

+ Lead Time based Savings
+ Driven by Consumable Stock Value
+ Difficult to Estimate but Easy to Measure
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Background

+ Case Finnair Technical Services
+ The captive MRO provider of Finnair Group
+ Wide capability: line, base, component, engine, 3rd party
+ Finnair fleet: 16 regional, 33 short-haul, 15 long-haul

+ Problems with an ERP implementation
+ Without SPEC2000 from Dec 2007 until Nov 2009
+ Empirical data to compare email and SPEC2000 orders

+ A significant difference was discovered between the Lead
Times of SPEC2000 and email orders
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Examples of Email and SPEC2000
purchase orders

+ email order
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order.desk@embraer, com. br

technical purchasing@finnair_technical services.fi

Subject: Purchase Qrder

atkach... EPO 2875445, pdf (4 KBY

Dear recipient,

Attachment Options. ..

Attached iz a purchase order placed by Finnair Technical
Services.

Please confirm the receipt of this email.

Best regards,
Technicel Purchasing

Technical Purchasing

Finnair Technical Services Ltd

01053 Finnair
technical.purchasing@finnair_technical_services.fi,
wyw. finnair.com

Tel +358 9 8158 5100
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+ SPEC2000 order

S1BOOKED/AYH/58828/USD/1/341/
40050341-8/340-256-501-0/100/EA/12.10/
03061/SSM SSC/SHT F/SDC

S1BOOKED/AYH/58828/1/40050341-8/
EVT 1210.00/QTL 100

S10RDEXC/AYH/58828/1/
40050341-8/340-256-501-0/UNP 70.10/
ICR USD/MFR F0301

S1SHIPPD/AYH/58828/40050341-8/
340-256-501-0/100/EA/F/29051/PSN 11034/
BOL 8888KUHNE/BLS 0/BLW 0KG/

CAR DIV0000/BOX 56641550/

SWT 26X20X18CM0.48KGM/MFR FO0301/ICC 841191
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Average Lead Time for PO Lines
All Consumable Parts
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Average Lead Time for PO Lines
SPEC2000 Parts Only
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Factors behind the Lead Time Difference

+ Direct data transfer from one system to another

+ No delays
+ No preparation time before sending
+ No waiting in the vendor inbox
+ No typing in the vendor system
+ The same delays absent from the PO exceptions

+ No typos between the systems
+ Typos happen from time to time
+ May be very time consuming, e.g. wrong P/N, need date
+ Increases average Lead Times and Lead Time variation
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Savings Percentage
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An Example of SPEC2000 Cost Savings

+ Annual process savings of $90k justify SPEC2000
+ 15000 PO lines per year
+ SPEC2000 coverage 40% of PO lines
+ Process savings of $15 per PO line

+ Annual savings of $130k in Inventory Holding Cost
+ SPEC2000 cuts the PO lead times from 25 to 20 days
+ Annual Inventory Holding Cost 12% of the Stock Value

+ SPEC2000 coverage 40% of part numbers
+ Fast moving Stock $5M, SPEC Savings 18% = $43200
+ Moderately moving Stock $5M, SPEC Savings 15% = $36000
+ Slow moving Stock $15M, SPEC Savings 7% = $50400
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