FROM VENDOR TO TRUSTED ADVISOR IN JUST
THREE YEARS: AN SKF SUCCESS STORY
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At SAMA’S 51st Annual Conference, in May 2015, SKF was on hand to accept the 2015 SAMA
Excellence Award™ for “Impacting customer metrics using a joint scorecard.” What follows is a
minimally edited version of SKF’s award-winning submission. For more information on the SAMA
Excellence Awards™, please visit www.strategicaccounts.org/About/SAMAEXxcellenceAwards.
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IN STRATEGIC ACCOUNT MANAGEMENT

Background
By Diogo do Vale

Global Segment Manager of
Metals ndustry
SKF built on contractually agreed upon metrics, succeeded in launching SKF up the corporate rela-

Big picture, one of SKF’s business challenges is to move from a component vendor to a trusted
advisor. The following case study illustrates how the implementation of a set of joint scorecards,

tionship ladder at a strategic account, helping SKF to achieve trusted advisor status and effect
sustainable, profitable growth moving forward.

Before launching this initiative, SKF was basically a bearings vendor inside a global steel and
mining giant. Over time it had become clear that, without better understanding of the cus-
tomer’s business and strategic priorities, SKF would be condemned to failure going forward. An
effective account planning process capable of building long-term customer relationships — while
also meeting short-term revenue objectives — became an urgent need. To position SKF inside
the customer and sell “high and wide” throughout the organization, we identified the need for
a comprehensive and integrated work plan.

What follows is the story of how One SKF, a cross-divisional team comprising 38 SKF
employees from 28 countries, designed a value-based frame agreement that delivered on its
promise of a minimum 10 percent documented savings on the customer’s total cost of ownership

(TCO) and bottom line.

The journey

Over the years SKF has supplied the customer with industrial bearings and units, seals, power
transmission products, mechatronics and services at all of its group plants around the world. As
a result of winning this value-based contract, SKF is now a “Premium Preferred Supplier,” of
the customer, the highest level a supplier can reach. It means that SKF is its client’s preferred
option for all critical applications.

Over time it had become clear that, without better
understanding of the customer’s business and strategic
priorities, SKF would be condemned to failure going forward.
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As part of the value-based agree-
ment, SKF has to deliver at least a
10 percent documented savings on
the customer’s total cost of ownership
(TCO). Another goal is to improve
the sustainability of operations using
solutions from SKF’s BeyondZero
portfolio. These business goals are two
examples of the set of metrics that
were agreed upon for the contractual
joint scorecard and are being delivered
upon.

Last year and for the first time,
SKF was nominated to receive the
customer’s TCO Savings Award. This
prestigious award is a kind of corpo-
rate recognition for partners that made
a valuable and consistent contribution
for the customer’s TCO savings pro-
gram over a certain period of time.
This year, SKF is looking forward to
a second nomination from the cus-

tomer’s board.

How did we do it? Glad you
asked.

The main success factor of this glob-
al business program was... teamwork.
The initiative was spearheaded by One
SKF, which orchestrated the overall
relationship with the customer with
the goal of building long-term value
while also living up to short-term rev-
enue objectives.

The second pillar of this implemen-
tation process is SKF’s Documented
Solution Program (DSP) success
map, which is used by the core team
members as an inspirational source for
innovation and replication. The DSP
is a mobile, interactive tool SKF uses
to measure the monetary value of the
savings that its customers can attain

by using SKF’s products and solutions.

Last but not least, the third key
pillar of this initiative has been our
effort to actively reduce the customer’s
environmental impact through SKF’s
BeyondZero portfolio.
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The SKF BeyondZero strategy
consists of two simultaneous goals:
to reduce the negative environmental
impact from our own operations and
those of our suppliers, and to innovate
and offer our customers new tech-
nologies, products and services with
enhanced environmental performance

characteristics.

On the environmental impact front,
we've been quite successful. Between
2006 and 2012, a period during which
our business grew by more than 20
percent, we were able to reduce our
manufacturing operations’ total ener-
gy requirements by 14 percent. Over
the same time period we reduced the
greenhouse gas emissions, specifically
CO2 from our own operations, by 16
percent.

On the innovation front, we also
think we’ve been quite successful.
In order to quantify, drive and com-
municate the positive side of SKF
BeyondZero, we have developed the
SKF BeyondZero portfolio, through
which we offer products, services and
solutions that bring significant envi-
ronmental benefits to our customers.
With the BeyondZero strategy we
strive to act in a way that not only
secures strong financial performance
but also supports global environmental
sustainability for both the customer
and SKF.

The results

SKF succeeded in implementing a
novel contract policy with the custom-
er, built on a mutually agreed upon
scorecard with direct impact on the
customer’s total cost of ownership and

sustainability.

Within the scope of this multi-
platform frame agreement contract,
the implementation of the SKF
Documented Solution Program has
been a massive success.

The primary hallmarks of this

SFK background
and key facts

The SKF Group is a leading global
supplier of products, solutions and
services within rolling bearings, seals,
mechatronics, services and lubrication
systems. Services include technical sup-
port, maintenance services, condition
monitoring, asset efficiency optimiza-
tion and training.

SKF is present in nearly all indus-
tries, including cars and light trucks,
aerospace, wind energy, railway, metal,
machine tool, medical, and food and
beverage.

In 2012, SKF recorded 663 invention
disclosures and successfully applied for
421 first filing patent applications.

SKF groups its technologies into five
platforms: bearings and units, seals,
mechatronics, services and lubrication
systems. By utilizing capabilities from
all or some of our platforms, SKF devel-
ops tailor-made offers for each industry,
helping customers improve performance,
reduce energy use and lower total costs.

SKF Industrial Market, Regional
Sales and Service is divided into seven
geographic areas and offers a full range
of products, solutions and services to
both original equipment manufactur-
ers (OEMs) and end users in different
industries.

The business area is responsible for
managing and working with SKF’s
industrial distributors. It serves the
industrial aftermarket through a dis-
tribution network present in around
7,000 locations worldwide. Regional
sales and service sets up and develops
SKF Solution Factory facilities, which
give customers access to engineering
expertise covering SKF’s five technology
platforms. Each SKF Solution Factory
delivers a wide range of services, from
mechanical maintenance to asset man-
agement consulting.
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The SKF BeyondZero strategy consists of two simultaneous

goals: to reduce the negative environmental impact from

our own operations and those of our suppliers, and to

innovate and offer our customers new technologies,

products and services with enhanced environmental

performance characteristics.
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achievement are as follows:

Value. In just three years’ time, rev-
enue from the customer doubled.

Innovation. As part of the value-
based agreement, SKF had to deliver
documented savings of at least 10 per-
cent, which had a positive impact on
the customer’s total cost of ownership.
This is one of the joint business score-
card metrics, and the numbers speak
for themselves: In three years” time the
TCO savings are around 50 percent.

Sustainability. Another scorecard
metric is to improve the sustainabil-
ity of the customer operations using
solutions from SKF’s BeyondZero
portfolio. One case of an implemented
sustainable solution is SKF ConRo,
a self-contained, modular roll line
for continuous casting machines that
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includes bearings, seals, housing,
grease, roll bodies and, if required,
water connections. Applying this solu-
tion saved the customer an astounding
600 tons of lubricant by operating one
caster with ConRo in 50 percent of
all caster roll lines. The financial and
environmental benefits are quite evi-
dent in this simple example.

Quality. The customer nominated
SKF to receive the prestigious TCO
Savings Award for our work in intro-
ducing TCO savings through imple-
mentation of our joint scorecard. In
addition, the most recent customer
satisfaction survey results show SKF
moving in the right direction. To wit:

e Customer Satisfaction Index: 78.
CSI is calculated from three over-
all questions and weighted together

to one number: overall satisfaction
(40 percent), competitive advantages
(30 percent) and re-purchase (30
percent). The index, which is lin-
ear, ranges from zero to 100. If all
customers answer max score on all
three questions, the index will be
100. This score indicates that SKF is
doing well and should focus simply
on maintaining.

* Net Promoter Score: 51. NPS can be
as low as -100 (everybody is a detrac-
tor) or as high as +100 (everybody is
a promoter). An NPS that is positive
(i.e., higher than zero) is felt to be
good, and an NPS higher than 50 is

considered world class.

* Mean values for overall questions: all
at a good level.

e Competition comparison: SKF is
better in all parameters.

Speed. In the space of just three
years, SKF transformed itself from a
vendor at the customer into a trusted
advisor. During that time, SKF sig-
nificantly increased the share of wallet
and, most importantly, is now consid-
ered by the customer to be a Preferred
Premium Supplier. B

Diogo do Vale has been with SKF since 2001,
working as a business development manager,
strategic account manager, corporate account
director and more. He is currently SKF’s global
segment manager for the metals industry for SKF.
You can find him on LinkedIn at https://www.
linkedin.com/in/diogovale.
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