Saving Lives: Saving Money

Supply Chain Management at The American Red Cross
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Who we are...

» The largest Humanitarian non profit in the United States

e Our Mission:
*A humanitarian organization, led by volunteers, and guided by its
Congressional Charter and the Fundamental Principles of the
International Red Cross Movement, will provide relief to victims of
disaster and help people prevent, prepare for and respond to
emergencies.

+1881 American Red Cross founded by Clara Barton May 215t
«1st Chapter established in Dansville, NY
«1st disaster relief effort for Michigan fires
+1898 18t service to military as Spanish-American war began
*1900 American Red Cross is Congressionally Chartered
1910 First Aid Program begins
*1941 National Blood Donor Service established

*YOU are the American Red Cross
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Who we are...

*The American National Red Cross is the only organization chartered by Congress to respond
to the needs of Americans in times of war or disaster. While we are considered an
“instrumentality” of the U.S. we are not funded by the Federal government.

*We are a VOLUNTEER LED and DONOR FUNDED organization.

*Our organization is comprised of four verticals:

*BIOMEDICAL SERVICES: Blood donations & processing. We are responsible for over
40% of the U.S. blood supply.

* HUMANITARIAN SERVICES: These are our chapters in every city and town around the
U.S., our Services to the Armed Forces on almost every U.S. base around the world and
our International Services which represents the American Red Cross around the world
and with the International Federation of the Red Cross & Red Crescent.

* DISASTER SERVICES: In addition to our chapters around the country there is another
team of people that responds in times of national disaster, tornados in Alabama, Missouri,
Floods in the Dakotas and Hurricanes impacting the U.S. mainland — they are there and
we are supporting them.

« HEADQUARTERS OPERATIONS: These are the same functions that every
organization has, from Marketing to HR, Legal to Audit, Finance to IT — all to support a
network of over 25,000 employees, 650+ chapters, 36 Blood Regions and over 500,000
volunteers around the country.

*THEY are the AMERICAN RED CROSS
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What we do...
a4 -  We shelter, feed and counsel victims of

"'_L*;. i ol e | disasters — from single family house fires
'{»""F'J"r 4 to catastrophic natural disasters

Working with our partners, we put
systems and plans into place to deal with
disasters before they happen

« We empower people with life-saving
health, safety and preparedness skills

 We give support and comfort to military
members and their families

« We serve over 27 million people annually

* More than 500,000 trained volunteers
carry out our mission on the ground.
They comprise 96% of the Red Cross
workforce
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Our Impact..

200 times a day volunteers help a family
: who lost everything in a house fire or
%, | Other disaster

- 475 times a day the American Red Cross
= connects deployed service members with
* their families

19,000 times a day, someone outside the
US receives urgent care from the
i American Red Cross and our partners

¢ following a disaster

Mg 43,000 times a day another person
&2 receives life-saving American Red Cross
@88 health, safety and preparedness training

290,000 times a day a child receives a
measles vaccination from American Red
_ Cross and our partners
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In less time than It took to read the previous
slides 150 lives were saved or served by
the American Red Cross
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The Supply Chain Challenge

* In 2007 the Red Cross was deep in debt
and had a budget deficit over $200 Million.

e Gall McGovern was hired as the new CEO
to turn around the organization and give it
an “Iinfusion” of new blood.

 \We were over-staffed, over-stocked, over-
leveraged and overwhelmed.

 Procurement savings was identified as a

key enabler for the future of the Red Cross
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The Plan

e New CPO hired in 2009 -
o Strategy Defined
— S3: Simplicity — Synergy - Savings
e Restructured team to focus on service
e Synergize process
o Simplify approach
e Save Money
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The Path - Structure
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__The Path - Simplify

PLAN SOURCE ORDER RECEIVE PAY MANAGE

Plan: Critical initial process designed to ensure a proactive plan for all
expenditures.

Source: Process to identify & appropriately interact with internal or
external resources that will meet requirements as defined by the
business.

Orxder:Variety of processes to enable procurement transactions between
ARC and other entities (supplier, partner, Govt)

Receive: Process defined to appropriately receive and record receipt of
goods or services.

Pay: Series of processes required to expend funds from ARC for goods
and/or services in accordance with policy.

Manage: Series of processes required to manage the supplier activity that
takes place within and on behalf of the ARC.
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The Path - Synergy

Accountability

The Business Challenge

American
Cross

Voice of the Customer

Business Partner Importance vs. Effectiveness Gap

Importance vs. Effectiveness Gap (Importance — Effectiveness)
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© 2010 Conequity Resources, LLC Procurement Strategy Council
www.psc.executiveboard.com
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The Path - Savings

Strategic Sourcing

Wave 1 Strategic Sourcing Projects

Saving

Q110 | Q210 | Q310 | Q410 . QIll : Q211
FY10Jan YTD Validated Long-term : :
PROJECT Variance from Estimate of FY10 Savings i i
FY09 in G/L Savings Estimate i After six months of
| issues identiietl that changedpsivings
Freight (Next Flight Out) s23miyr ‘
oo oD (S17)Minvest Net$6.0M & . Program regching fll o oul - BAU
vint/Copy/Fax-MFDs $0.7Msavings  growing-Syr i . : :
: Cost changed from $1.38 in FY09 to $0.98 in FY10
CanteenFood sosm Sosm samie d
; 5 iAdecco roll out, completed.
Temporary Labor S4.4M/yr ) : Issues being atldressed.
Changing program to increage savings.
offceSupplis sa6M stom . - =
i Project delgyed by 1 qtr
Facilities Management $3.1M/yr ! due to re-soping.
! Successful program results.
Desktop Hardware $2.8M $9.0M
'Savings, but issges wisupplier. * -
Promotional Merchandise $3.IM/yr o be re-bidding program in FY114
! i Program not well defined
Print (Rate Card) $3.4M/yr  revamping In FY11
i Project scope changed.
Print (Staywell) $5.0M/yr

Willchange savings

Total
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$5.4M Savings

Long-term savings are based on estimates from consultants, not yet verified by Finance. Amounts on biue

Tows equate to

realized savings verified by Fman‘te.
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Savings Validation

FY10 Goal was $12.5MM

A

/
\

FY10Q3 | $3.8MM

/

FY10 Q2

/

$1.3MM

\

Note: (1) Total includes Cost savings and Cost Avoidances .
(2) Total includes large sourcing initiative projects and ad hoc project activity in FY10
(3) Total does not include Biomed negotiated contracts w/Fenwall & Pall which produced $5MM in reductions
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The Path - Savings

Finance Partnership Savings Dashboard
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categry PrimaryFinane Cotact Fiance Valaion eeded? s e Red Cross Supply Chain & Real Estate Management Dashboard
Nationalor Local: Finance Baseline ApprovalDate:
|Business Unit Owner: Today's Date:
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The Results

e Obtained C-Suite support and backing
 Completed Department Reorganization in first year
e Surveyed lines of business

e Synergy with business through process

e Firstyear (FY10)savings = $15.44MM

e Second year (FY11) savings = $31.4MM

 Budget gap closed; small surplus in FY11
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Supply Chain Success Stories

 American Red Cross Blankets

e Shelf Stable Meals

e Serving food to thousands

« Taking on the Inventory disaster!
e Saving BIG on blood!

« Revamping Travel
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What's Next?

* Implementing Ariba’s Procure 2 Pay
eCommerce solution in the “Cloud”

 FY12 Savings Goal is $50MM

e Consolidating 25 warehouses down to 5

* Creating more JIT and VMI inventories

* Integrating 650+ chapters into the national
supply chain

* Integrating 36 blood regions, 5 NTLs and 29
manufacturing sites into the national supply

.~ ¢channp
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What about you?

 How ready Is your business for a disaster?
 What Is your business continuity plan?

 What about your suppliers? Are they
really ready?

 No one really thinks a disaster will strike
them, but...
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*15-40% of businesses fall
following a natural or man-
made disaster

*049% of small business
owners believe a disaster
could seriously disrupt
thelr business within the
next two years

= Close to 60% of Americans
are wholly unprepared for
a disaster of any kind

8 = One-third of businesses
' surveyed have no
business continuity plan
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How can the Red Cross help? | F

EMERGENCY
EVACUATION

= |t's free, self-paced, web-based PLAN

= Provides the Ready Rating 123
Assessment, a proprietary tool

= Join Ready Rating at
readyrating.org

= Makes readiness measurable,
with customized, confidential
feedback

= Requires annual improvement

Red Cross
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How It Works

1 Commit to preparing
= Join the Red Cross Ready
Rating Program

= Complete an online
assessment to determine
readiness level

2. Conduct a hazard vulnerability
assessment

= Understand possible threats to
your facility / business and
assess possible impact
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How It Works

Develop or enhance an emergency
response plan

= Create an action plan for before, during and
after emergencies

4. Implement your emergency response
plan

= Integrate preparedness in your
organizational culture

o. Help others

= Make a commitment to support overall
community preparedness
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Join us.

The time to prepare is now.
The time to give is now.
The time to act is now.

The time is now.

www.RedCross.org
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http://www.redcross.org/�
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