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How Evonik boosts supply
performance by evaluating
scenarios

“This flexible scenario planning was a
tremendous game changer for us.”

David Kochanek,
Evonik

Evolutionsiin the oil, gas, and specialty chemicals markets
have made planning the supply of Evonik's Performance
Intermediates business line more complicated than ever.
As raw material quality and downstream demand became
less predictable, the company began to understand that
a more structured tactical planning process, driven by
reliable demand and supply data, was needed.

After implementing OMP's Unison Planning™, Evonik can
now create and evaluate multiple supply scenarios every
month, leading to plans that are more reliable, deliver
better service, and lower costs. “This flexible scenario
planning was a tremendous game changer for us/
according to Evonik’s David Kochanek.

Growing in-house expertise

Evonik is currently investigating the use of machine learning methods to further
enhance their S&OP practices. Kochanek explains: “We're creating and working
on a whole repository of scenarios developed by planners. We would like to
use machine learning to identify the scenarios that perform best in terms of
our KPIs. We believe that this is a very effective way to capture and secure our
most experienced planners’ knowledge in this area.”

“Junior planners can find invaluable inspiration in this repository if there's
no senior planner immediately available. It's a great way to further grow our
in-house expertise. Over time, we might even hire a dedicated Al engineer in
support of the planners.”

Performance Intermediates:
a complicated side-stream

Kochanek has been working as a
business process specialist at Evonik’s
Performance Intermediates business
for ten years. During that time, he has
witnessed how business at the plants in
Marl (Germany) and Antwerp (Belgium)
has been growing both in size and
complexity.

"Our Performance Intermediates business
is a major producer of C4 chemicals,” he
elaborates. “We have been producing
C4 chemicals for more than 50 years.
With this experience, we have developed
a cross-site production network that is
unique in the world. In Marl and Antwerp,
we process around two million metric tons
of raw material per year. This corresponds
to five tank cars per hour."

"And besides being huge, it's also complex.
The C4 stream is in fact a side-stream,
processing the leftovers from ethylene
and propylene production. But these
raw materials vary a lot in concentration,
depending on the cracker operation mode.
This presents a major challenge to our
planning process.”

Kochanek also notes that in the C4 stream,
prices of raw material and products are
subject to significant variations, which
further complicate matters: “We negotiate
pricing formulas with our suppliers and
customers, where we agree on different
factors such as which concentrations to
consider.”



Seizing on market signals

In addition to facing a more complex
supply, the division was also increasingly
challenged by the dynamics of
downstream markets. Kochanek: “Ten
years ago we primarily focused on
optimizing our supply, producing more
or less regardless of expected demand,
and selling our products to our known
customer base. But over time, these
markets have become much bigger and
more diversified, also in terms of the
price customers are willing to pay for
certain products at a given time."

"We understood that this gave us
opportunities to increase revenue and
reduce costs, but then we would need
to go to the market in a rather different
way. We needed to get better insight
into expected demand and proactively
negotiate with potential customers.”

First steps to increased
visibility

Evonik's existing planning apparatus,
which was mainly based on elaborate
Excel sheets, proved too cumbersome
in this context. Multiple people were
managing various aspects of the planning
using different non-interconnected
spreadsheets. Data had to be copied
and transferred manually from one
sheet to the next. Therefore, it always
took a lot of time and effort to establish
a clear overview of the business line's
production of Marl and Antwerp as a
whole.

An in-depth evaluation of supply chain
planning solutions led the company to
launch a project to implement OMP for
Chemicals, focusing as a first step on
integrating the operational planning
of Marl and Antwerp. Kochanek: "We
first got the basics in order by aligning
both sites on operational planning and
scheduling. That was already a big
leap forward in terms of visibility. It
also allowed us to get a better grip on
input and output quantities when we
were faced with daily variations in input
concentrations.”

Upgrading the organization

At the same time, demand forecasting
was implemented to make the
transition from a supply-oriented to a
demand-oriented responsive production
model. For Kochanek, the biggest
challenge was organizational: “It required
our marketing and sales people to adopt
a different attitude. They needed to
engage more with individual customers,
proactively talk to them to find out how
much they would be willing to buy from
us against the price we were hoping to
get, and so on. This could be combined
with results from the statistical
forecasting and the constraints imposed

by supply.”

"But this new way of working wasn't
compatible with our organizational
structure, where  supply chain
management was in the hands of
one person located in the production
department. We changed that and
created a centralized and integrated
supply chain department of over 20
people responsible for all supply chain
matters, including planning, calculations,
reporting, and logistics.”

Developing scenarios,
the easy way

The decisive step towards boosting
supply came when sales and operations
planning (S&OP) was implemented.
S&OP would tie all the pieces together,
allowing the company to optimize supply
every month, but Kochanek had to admit
it took a while before the process and the
solution was fully embraced. “Initially,
our people found it hard to develop
supply scenarios and even harder to
understand and trust the results of the
calculations that followed.”

Evonik subsequently worked closely
together with OMP consultants to
finetune the solution to their needs.
Eventually, an innovation prototype -
brought live under the name Data

Extending the supply chain
by connecting with strategic
partners

The chemicals industry can be seen
as a global ecosystem with multiple
corporations working closely together.
Companies are increasingly setting
up extended supply chains with
interconnected planning systems so
that critical supply data can be shared
in real time. “We're also setting up this
kind of bidirectional integration with
strategic partners, some of whom
also use OMP" says Kochanek. “The
integration might involve both parties
getting insight into product availability
or purchase requests being processed
automatically. It saves us a lot of time
we'd normally spend on sending emails,
making phone calls, or waiting for
someone to get back to us."

“Some would argue that this kind of
integration could be done directly
between ERP systems, but that wouldn't
work in the C4 stream business. The
point is that there are always a lot of
things to be checked before a purchase
order can be submitted — things like the
availability of barges and jetty slots, and
tank capacities. That's why the extended
supply chain is so valuable to us.”

Element Controller - was developed in
co-creation mode. This solution provides
a smart workflow framework - based
on behavioral design principles - to
capture user decision intelligence and
use that to quickly build a wide range
of relevant scenarios, with calculations
being performed overnight. As a result,
S&OP decision-making is now much
more efficient. Planners are also given
the opportunity to gain additional insight
in between S&OP cycles by building
additional what-if scenarios - the system
is able to evaluate 100+ scenarios in the
course of a few days. The Data Element
Controller is even capable of adjusting
scenario parameters autonomously
based on calculated outputs and within
user-defined boundaries.

Working towards the best
scenario

Kochanek confirms that this was a real
game-changer: “The system allows
planners to create 40 or 50 scenarios
within every formal S&OP cycle. They
might define scenarios with different
levels of capacity utilization, raw
materials, and stocks. And they might
set priorities differently. So, they can
experiment with production parameters
they're familiar with, which raises the
confidence level.”



“This scenario-based decision-making has tremendously enhanced trust in the
system, among planners as well as business executives”

“And once they're calculated, the results of each scenario are evaluated against our
business KPIs. Planners can use the results to develop even more scenarios over the days
that follow, which again raises their confidence in the system. They eventually arrive at
three or four scenarios to present to the monthly S&OP meeting. This scenario-based
decision-making has tremendously enhanced trust in the system, among planners as
well as business executives.”

Sustainability as a major factor

In recent years, sustainability has become a more prominent consideration in
managing and planning the chemicals supply chain. Kochanek confirms: “It's a
major factor for us now, and it's increasingly reflected in our planning practices.
For example, we're using our OMP planning solution to reduce the volume of
intercompany transport between Marl and Antwerp. We also try to deliver from
the site nearest to the customer so that we reduce the transport footprint.”
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About OMP

OMP helps companies facing complex
planning challenges to excel, grow and
thrive by offering the best digitized
supply chain planning solution on the
market.

Its Unison Planning™ concept has a
unique approach. It handles all supply
chain planning challenges in a unified
way. It's full scope and in-depth.
Unison Planning™ synchronizes all
planning stages, horizons, functions
and roles. From source to deliver,
from strategic to operational planning.
The unique combination of services
and technology boosts collaboration
throughout your value chain, from
forecasters to schedulers, from
business leaders to technology
experts.

Unison Planning™ is a cloud-based,
out-of-the-box solution for industry-
specific challenges. Hundreds of
customers in consumer goods, life
sciences, chemicals, metals and
paper & packaging run it to make the
right decisions at the heart of their
business. Valued as a thought leader
by experts as Gartner, OMP invests one
out of every three dollars earned into
innovation.

OMP for Chemicals is an industry-
specific solution tailored to the
chemicals industry, and already in use
at more than 250 plants.

About Evonik

Evonik is one of the world leaders in
specialty chemicals. The company
is active in more than 100 countries
around the world and generated sales
of €15 billion and an operating profit
(adjusted EBITDA) of €2.38 billion
in 2021. Evonik goes far beyond
chemistry to create innovative,
profitable and sustainable solutions
for customers. About 33,000
employees work together for a
common purpose: “We want to
improve life today and tomorrow.”

OMP_CS_EVO_EU_230202




