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While people tend to think worldwide supply chain issues or supply conflicts impacting specific
markets affect all companies in a distressed field equally, regardless of efforts to mitigate the negative
occurrence'’s impact, this simply is not true. Anticipatory planning and established supply disruption
mitigation plans often enable market access before competitors — in advance of suffocating demand —
while mitigating or eliminating concomitant supply chain problems like cost or timeline overruns, as well
as lapses in material quality or security of supply.

Surviving the Economy of Scale Skill A popular adage states, “always have the frying pan by
the handle." In short, always maintain control. This gen-
eral rule applies to procurement, but during shortage
periods, that control is lost. In fact, large companies

Supply chain strategy has been perceived in the past
as an economy of scale: find a reliable source of mate-
rials and regularly buy up and secure huge quantities.

While scale remains an important sourcing capability, with a big supply spend can be the first to experience
modern global operation in healthcare requires a more disruption during tough times because despite having
targeted approach, driven by skill operating across contracts with well-known suppliers, a force majeure
different volumes, market distribution, and with diverse can invalidate most contracts in place. Thus, organi-
identified strategic partners. zations of all sizes need to employ numerous skillsets
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to understand a particular product's dependencies
and levers (upstream and downstream) relevant to a
specific supply chain.

Esteve Quimica's global procurement structure oper-
ates with presence across three continents, allowing
for nimble anticipation of issues, identification of risks,
and deployment of mitigation processes across all op-
erating regions. With fully direct access to, and a pres-
ence strategy for, complex markets and sources such
as China and India since the 1970s, we, as pioneers,
gained well-established but also continuously devel-
oping procurement systems and processes, achieving
expertise from initial source development through
commercial supply of raw materials and contract man-
ufacturing materials.

Through heavy investment in commercial alliances
and strategic partners over the years, we have striv-
en to preserve security of supply. As an example of
the latter, we invested in some facilities identified as
critical to one or more of our supply chains, allowing
Esteve to manage some of the decision-making within
those sites. In terms of commercial alliances, we have
identified various global partners to develop, manu-
facture, and/or supply packages of products for us. In
turn, those suppliers prioritize our supply chain versus
others because the aforementioned packages could
represent a large part of their sales, making Esteve

a critical client, rather than a small segment of their
business. By staying engaged in official institutions
and networking workshops, we are able to determine
specific affected supply chains as well as identify, pro-
vide, and promote access to alternative supply routes,
goods, and services.

Again, nowadays, skill outweighs scale. The market
tendency now is to diversify to distribute risk, but that
diversification must be limited by design and must
generate a balance. If you diversify too much, then
your business is insignificant to all your suppliers —
not just for negotiation purposes, but also for prior-
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itizing your supply. A few secondary sources make
sense, but overextending diminishes your organiza-
tion's importance with every supplier. So, we generate
alliances, but evaluation of those alliances is dynamic,
steered by adaptable guides that consider various
scenarios, rather than a hard-and-fast policy. This
enables Esteve’s procurement team to benefit from

a structured flexibility, guiding how to benefit from
backup sources.

Just in Time + Just in Case

Just-in-time procurement remains a valid strategy
when supply chain security is abundant. However, just-
in-case strategies have become a requirement, versus a
comfort, to ensure production continues during supply
chain disruptions. These strategies include numer-

ous risk-mitigation approaches — maintaining certain
minimum security stocks, maintaining alternative active
vendors, utilizing proximity principles, etc. — and internal
mechanisms to ensure each approach is well executed.

Our contract manufacturing business model (at Esteve
Quimica) is based on complete transparency with our
customers, and materials costing is no exception.

Unlike other CMOs, Esteve does not make any profits
from the purchase of materials. So why would we strive to
negotiate the best combination of low-price, high-quality
materials and service on raw materials for a client?

Easy — so the client's project is more competitive and
secure throughout Esteve's supply chain than it would
be through any other CMO. The client must know Esteve
is always advocating on their behalf, protecting their in-
terests, and reducing aggravations that involve potential
supply chain disruptions.

At the end, full transparency is a key success factor of
Esteve's supply chain strategy, leading to a more collab-
orative environment between the customer and the CMO,
including anticipating potential supply chain issues.



At Esteve, a Procurement Governance & Compliance team
ensures procurement policies, processes, systems, and
tools are aligned with internal and external controls and
regulations. These elements make up the “three lines of
defense”: a procurement team devising and implementing
acquisition processes and systems; a governance team
guiding and validating procurement processes in-house;
and a compliance team executing internal audits to confirm
policies, systems, and processes established for procuring a
specific category of products to satisfy relevant regulators.

This paradigm is also supported by more than S0 years’
experience in international commerce, handling directly
and internally all import and logistics transactions,

from local to overseas, from drums to bulk, from

Inward Processing Relief to Custom Tariff Exemptions
and Suspensions management, etc. Moreover, our
knowledge is supported through efficient application

of the appropriate technology, including sourcing tools
(in-house and pay-per-use), as well as site and global
aggregated planning tools linked with a global enterprise
resource planning (ERP) software.

Procurement Philosophy and Commitment

Even in difficult operating environments, everything
should be possible... since the impossible just may take a
bit longer. Esteve works to take that positive outlook from
theory to practice by involving its procurement team at
all levels of the company, including the company's senior
leadership team, to gain a view of the horizon and, subse-
quently, to generate reaction time. This allows for global
strategy visibility and operational alignment, in addition to
permitting initial involvement in new projects, periodical
cross-functional workshops, and client interactions.

This structure empowers Esteve to maintain efficient
global planning and demand coordination over a two-
year rolling forecast of production (based on the inputs
we receive from clients) — clear visibility that allows us
to prepare our suppliers without committing to specific
quantities. Those suppliers then can anticipate potential
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problems or shortages so we can readdress our supply.
This system is in place for every facility with which we
work, and we utilize a global planning system that ag-
gregates all interconnected demand from the different
plants — a unique and powerful toal.

Esteve also maintains a five-year strategic plan. While
such long-range plans are imperfect and always include
some level of speculation (i.e, Who could have predicted
the COVID-19 pandemic?), it is foolhardy not to consider
"What if?" — what if risks, what if opportunities, etc. —
and attempt to quantify those positives and pitfalls.

Supported by this knowledge and vigilant in analyzing the
impact of local and global events, our procurement team
can operate with a business-oriented approach as an agile
and flexible unit. Segregation of procurement duties and
functions lets the procurement team perform its tasks
independently, despite its alignment with the business.
The procurement team is in charge of providing the
requirements of the business and operations at the most
efficient value in terms of quality, cost, and service. The
procurement team also is tasked with challenging those
requirements to adapt to the sourcing market and demand,
a key aspect in maintaining a stable and secure supply.

These challenges can only be successfully overcome
by a technical, focused team that includes chemists
and biochemists adept in evaluating, challenging, and
locating or developing a source for what is necessary to
produce a client's molecule.

Final Thoughts

No CMO can fix shortage or supply chain crises. The
best a partner can do for its clients is to outperform its com-
petitors, provide full transparency, and constantly work to
implement systems and processes that mitigate or elimi-
nate the risks associated with supply chain instability.

On top of all its established preemptive systems and strat-
egies to combat such risk, Esteve also utilizes an internal



crisis committee. When a problem arises, the committee
guides who is notified and clarifies the problem's impact
(e.g. a specific campaign, the whole supply chain, the mar-
ket, the end user/patient). Each member of this team knows
how to handle a problem to generate a mitigation or a res-
olution, channelizing the crisis. While such committees are

common in enterprises, procurement is not always included.

So, returning to the titular question, has your CMO's
supply chain evolved to survive in the scarcity era?

Does that partner not only have established risk- and
crisis-mitigation strategies in place but is it continually
exploring new ways to add value and ensure supply chain
security”? To learn more, contact the author and visit us
at www.esteve.com. visit esteve.com.

+STEVE

Advancing health together
[ eseve @ESTEVEGIobal

Y eEstevEsiobal

About the Author



https://www.esteve.com/global/contract-manufacturing/our-offering/technologies/spray-drying
https://twitter.com/ESTEVEglobal
https://www.instagram.com/esteveglobal/
https://www.linkedin.com/company/esteve/mycompany/

