VDAIKIN

SAP Customer Success Story

Discrete Industries

Daikin Europe, based

in Ostend, is the
European headquarters
of the Japanese Daikin
Industries Ltd., one

of the world’s leading
manufacturers of air
conditioning systems.
Besides its role as a
development and pro-
duction unit, the Ostend
plant also directs sales
and distribution activi-
ties across Europe, some
parts of Africa and the
Middle East. Sales of
Daikin equipment have
rocketed over the past
few years and about 400
employees and 1000
workers now achieve an
annual turnover of ca.
EUR 950 million, 350
million of which is gene-
rated in Europe. SAP’s
Advanced Planning and
Optimization (APO) was
chosen to coordinate the

planning process.
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DAIKIN EUROPE

MYSAP ADVANCED PLANNING AND
OPTIMIZATION UNDERPINS GROWTH AT
DAIKIN EUROPE

Spurred by the growing need for high-quality air-con systems,
Japan’s Daikin Industries settled in Europe in 1972. Since then,
the company has transformed its Ostend assembly unit into
Europe’s most advanced air-con manufacturing plant, occu-
pying more than 150 000m2. In addition, production facilities
exist in Plzen in the Czech Republic and a new compressor
factory will also become operational in Brno. “Daikin is expan-
ding rapidly, which results in a highly complex and dynamic
work environment”, opened Geert Monserez, I'T manager. “To
manage and support the larger operation and improve our cus-
tomer-service levels in today’s competitive market, state-of-the-

art applications were needed.”

SEARCH FOR FLEXIBLE PLANNING

Until a few years ago, Daikin Europe grew the business with

an amalgam of tailor-made packages. These packages could

not keep up, however, with the company’s growth, so Daikin
decided to adopt SAP instead. SAP Financial Accounting,

SAP Controlling, SAP Materials Management, SAP Quality
Management and SAP Warehouse Management were all up and
running by January 2002. In a second phase, more sales process-

oriented components were implemented.

@ 28-11-2005

15:24:00



Stefaan Simpelaere, Production Control Department Manager:
“We urgently needed a flexible, lean planning system and a very
robust, powerful tool to integrate the planning chain. Our plan-
ning process is complex. Every day, 1400 to 1500 units are produ-
ced here, in over 600 different models. In addition, 50 % of our
components are sourced from Asia. Consequently, lead-times
are very long, up to eight weeks, which makes flexible produc-
tion planning very difficult. In the past, we planned for six weeks
ahead, with a monthly update. But with that kind of planning
system, it’s impossible to respond fluidly to the demands of
today’s air-con market, which is insisting, more and more, on
just-in-time delivery. Especially in summertime, we have to be

able to respond adequately to peaks in demand.”

“We managed to cut the planning lead-
time from six to just two weeks and the
planning cycle from monthly to weekly:
we can now evaluate the customer
orders on a weekly basis, allowing us to
respond more rapidly than ever to chan-
ging market conditions.”

Stefaan Simpelaere, Production Control Department Manager,
Daikin Europe

Daikin Europe decided that SAP’s Advanced Planning
Optimization/Capable to Match (APO/CTM) solution could effec-
tively meet its planning needs. “As SAP R/3 had already proven
itself to be ‘best in class’, we also felt very confident, all along,
about the mySAP APO/CTM component. Also, from a purely
technical point of view, my SAP APO seemed the most rational
solution, because of its integration possibilities with existing SAP

components”, said Mr. Monserez.
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STANDARD IMPLEMENTATION: IT WORKS!

Whereas EDS, who had implemented the other SAP components as
well, provided program and project management, SAP Consultants
implemented the mySAP APO/CTM components. “We chose EDS
on account of their vast experience in discrete manufacturing”,
explained Mr. Monserez. “They did a good job for us during our first
wave of SAP implementation. For the implementation of mySAP
APO/CTM, however, the expertise of SAP was essential. As before, we
insisted on a standard implementation and chose the ASAP metho-
dology. Key-users ensured an in-house follow-up and the transfer of

knowledge was first class.”

In April 2002, the installation of mySAP APO started. The system was
up and running as early as February 2003. The next summer (viz. its
high season), Daikin Europe updated the system from mySAP APO
3.0 to mySAP SCM 4.0. “That proves that our choice for a standard

implementation was the correct one”, Mr. Simpelaere pointed out.

“In the past, we turned over EUR 150 mil-
lion with EUR 50 miillion of parts stock;
last year, turnover reached EUR 249
million with just 20 million EUR of parts
stock.”

Geert Monserez, IT manager, Daikin Europe

FRONM A NIONTHLY TO A WEEKLY PLANNING CYCLE
“The ROI of mySAP APO/CTM is considerable and there’s a quick
payback”, admitted Stefaan Simpelaere. “With mySAP APO, the
job content of our planners changed from pure planning admi-
nistration to constraint management. The planner does the plan-
ning once a week, for all seven production lines. We managed to
cut the planning lead-time from six to just two weeks and the
planning cycle from monthly to weekly: we can now evaluate the

customer orders on a weekly basis, allowing us to respond more
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rapidly than ever to changing market conditions. In addition, the
SAP solution provides us with detailed information on the availa-
bility of critical components, for example. In the past, there were
quite some line stops due to a lack of production parts. Nowadays,
we only produce those air-con systems of which all the parts are
available from stock. As such, line stops have been reduced from
2.7 % of the time to only 0.25 % of the time.”

“With the mySAP APO solution, accurate and up-to-date infor-
mation leverages our performance”, continued Mr. Monserez.
“In addition, we have been able to drastically reduce our storage
cost of finished goods due to better planning and communication
capabilities. In the past, we turned over EUR 150 million with
EUR 50 million of parts stock; last year, turnover reached EUR
249 million with just 20 million EUR of parts stock. And, last but
not least, the production delivery performance on two weeks’
lead-time has increased from 75 to 92 %. All these figures clearly

illustrate the huge success of the planning component. Next to

that, there are fewer missed sales opportunities due to greater pro-

duction transparency and shorter planning cycles.”

SAP UNDERPINS GROWTH

Thanks to mySAP APO/CTM Daikin can now boast an efficient
planning process, allowing for flexible adjustments and sustaina-
ble growth in its dynamic business. “We will continue down this
path”, concluded Mr. Monserez. “Our next objective is to cut
planning lead-times to only one week, for yet greater flexibility.
And there are more SAP components in the pipe. Daikin Europe
is a rapidly growing company and SAP is the ideal, leading-edge

platform to keep us ahead of the competition.”
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SAP Solution Components :

Hardware Platform
Operating System
Database

Number of users
Implementation time

Implementation partners

SAP Advanced Planning
Optimization/Capable To Match
(SAP APO/CTM)

SUN servers
SUN Solaris
Oracle

500 users

10 months

EDS and SAP Consultants
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