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Managing the silent majority
In most manufacturing companies, procurement, supply 
chain and production attention is firmly focused, and 
understandably so, on managing the effective supply 
of major components. The usual Pareto analysis might 
suggest 20% of part numbers and suppliers represent 
80% of value: these suppliers require a strategic 
approach, developing long term, deep relationships and 
contracts, well worth the time and skill invested.

But where does this leave the other 80%? The parts and 
consumables you need to keep your production running 
(Maintenance, Repairs, Operations or MRO) on the 
one hand, and on the other the ‘tail’ of Bill of Material 
production parts.

These two categories have very different profiles in 
terms of who specifies or uses them, the extent to which 
demand and volumes can be forecasted, how they are 
purchased, stored and issued. However they have a lot in 
common: they make up hundreds or even thousands of 
part numbers, procured from an equally diverse range of 
suppliers by orders that are often of low individual value. 
They seem barely worth high level management attention, 
but even if delegated to local and lower level management, 
the work involved is time-consuming and costly. And in 
both cases, supply chain risks can have very serious 
consequences for asset uptime or manufacturing output.

Where it goes wrong
Every manufacturer has them – spare parts for 
maintenance that you may never need, and ‘sundry’ 
production parts you never think about. They gather on 
dusty shelves and in dark corners, and in opened boxes 
that have long lost their identity. The boxes may even be 
empty: the replenishment never ordered. But when the 
line stops or a build can’t be completed these become in a 
moment the most sought-after stocks in the business.

That is when the organisation discovers that failure to 
adequately manage these issues has had significant 
hidden costs: not only excessive purchase prices, 
expensive storage space, and an inordinate use of staff 
time. But the real risk of production downtime, late delivery 
and impaired customer service. Meanwhile, ‘management’ 
is replaced by ‘firefighting’.

Typically, these tail supply chain and indirect spend areas 
account for 10-20% of a site’s procurement expenditure, 
but 60-70% of the transactional workload. The hidden 
costs to the organisation can be very significant.

“After a six hour overnight production 
stoppage and hours spent on the 
telephone to possible suppliers of a 
spare part, a major brewer was reduced 
to despatching a Euro 10 spring by taxi 
from the Eastern German manufacturer 
to Holland. Next day a ‘grey stock’ of 
the same part was discovered in a 
maintenance technician’s desk.”
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MAG45 has been managing these topics for major 
corporations for 70 years and has committed to 
continuous improvement and innovation in our own 
and our customers’ operations over the long term.

MAG45 is not a purchase agency, a wholesaler, a 
logistics manager, or a process improver, although we 
do all those things.

Rather, MAG45 is your partner in the Integrated 
Supply of hard to manage but critical parts and 
materials, enabling you to focus on your core 
business.

In partnership, we can:
 % Lower your Total Cost of Ownership
 % Free up your physical and human assets
 % Simplify your operations
 % Create visibility, availability and confidence across 

the supply chain
 % Help you become a leaner, more effective 

business

We bring order out of chaos: 
we put you back in control.
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The sting is in the supply

 � MRO (Maintenance, Repairs and Operations)
This covers all the parts and materials needed to ensure 
that production keeps running. From consumables such 
as cutting tools or bits, through regular maintenance items 
like lubricants and filters, to spare parts. In fact, anything 
whose absence could stop production. 

Some items are highly specific to an original equipment 
manufacturer; others quite generic. Some have 
well-known patterns of use, for example in planned 
maintenance schedules – others may rarely be required 
and the decision on whether to stock materials against 
unlikely eventualities is not clear. Internal customers 
for these items – line operators and maintenance staff 
– have to guarantee production uptime: sourcing may 
be technically complex and constrained. While local 
knowledge is often key to quick resolution of problems, 
access to global sources is also required to maximise 
procurement leverage and ensure technical compliance.

 � BOM tail
The production parts – sometimes termed C-items,– are 
almost trivial due to their low individual value but critical 
to ensure that a build can be completed. These items 
include product components – many will be used regularly, 
some may be highly specific. Spare parts manufactured or 
purchased to support the customer’s service department 
also require management. Often, items are tightly 
specified by brand and part number; others are quite 
generic. 

For BOM tail parts cost and quality/conformance 
assurance are priorities, but not at the expense of 
guaranteed lead times and availability. Planning and 
production demand certainty in an environment where 
demand fluctuates and visibility can be nebulous.

For both MRO and BOM tail spend, there is often 
considerable scope to work with R&D, production, service, 
suppliers, and end users through the design/specification, 
sourcing and quotation processes. All to simplify and 
reduce the cost and complexity.  

The need for visibility
Without visibility and confidence in the materials 
management system, both production managers and 
maintenance engineers do everything to keep production 
running, sometimes in creative ways. Repair staff may 
squirrel stores away in ‘unofficial’ stock locations.  
A production part shortage due to an inaccurate BOM 
may result in expensive ‘rush’ orders, or occasionally in 
‘maverick’ purchasing outside the normal frameworks. But 
these ‘fixes’ further reduce visibility and certainty, while 
costs, inefficiencies and disruption ripple out across the 
organisation. 
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Lack of visibility leading to uncertainty  
about whether or when materials are available

Causes

 
Defensive behaviours such as unofficial stock  

locations/hoarding; maverick/emergency purchasing

leading to
 

Non-compliant purchasing; lack of traceability;   
unnecessary purchases; excessive unit prices; inflated  

supplier base; loss in trust of warehouse

resulting in

 
Stock write-offs; excessive warehousing  

and logistics activity; slow, complex,  
time-consuming and error-prone processes

 
which create 

Even less visibility of and 
confidence in ‘the system’.

 

The downward spiral

Lack of visibility leading to uncertainty
about whether or when materials are available

Creative behaviours such as unofficial stock
locations/hoarding; maverick/emergency purchasing

Non-compliant  and unnecessary purchasing; lack of 
traceability; excessive unit prices; inflated

supplier base; loss in trust of product availability

Stock-write-offs; excessive logistics activity; 
slow, complex, time-consuming 

and error-prone processes

Even less visibility of and
confidence in ‘the process’ and 

additional costs in the supply chain

Causes

leading to

resulting in

which create

while
Despite high Total 
Cost of Ownership, 
production is still at 

risk due to disruptions 
and inefficiencies.
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MAG45 developed a specific approach to the challenges in how indirect and tail supplies are handled.

 � Holistic
We look at the totality of the organisation’s needs and 
requirements, creating an understanding of how success 
or failure here affects the rest of the business. The Total 
Cost of Ownership across sites and business functions, 
and where the risks and impacts are really felt, is what 
matters, not only the need of one individual or department.

 � Integrated
Sourcing, procurement, inventory and all other business 
processes are brought together across functions, into a 
single and uniform Procure to Pay process.  

 � Tailored
Our solutions are tailored, not just to your organisation, 
but to the needs of each particular site, taking into account 
scale and complexity, site maturity, the nature of the 
commodities, the differing needs of MRO and BOM, and 
your strategic business priorities. 

From small to large, from simple to complex manufacturing 
sites, MAG45 can develop a fully integrated, single point of 
contact solution whereby our staff embedded 
on-site provides direct support for sourcing, logistics and 
processes. 

 � Even on small sites or for less complex needs your 
staff can access our global supply contracts, quotation 
desks and technical support. Hybrid solutions can also 
be developed to meet the situation.

 � MAG45 offers a brand-independent, ‘one stop shop’ 
across all item categories.

 � We make the fullest use of the customer’s existing 
IT and management systems. In collaboration with 
customers and third party developers we create and 
refine technologies to align our solutions even closer 
to customer needs.

 � By creating clean and current data, analytics can be 
used to identify further scope for improvement.

Our solutions are about quick wins in the short term – and 
they grow, evolve and adapt with you as your business 
develops in the long term.

MAG45 is your partner in reducing Total Cost of 
Ownership and supporting production uptime.
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The full scan

1 2 3 4 5

How MAG45 partners with you
In partnering with you, our aim is to introduce ways of 
working together that focus on long-term, continuous 
improvement. Achieving this requires a high level of co-
operation and transparency from all involved.

So, if you call us in, we start the conversation to align on 
goals, targets, stakeholders and sponsors. This proven 
approach enables us to qualify and quantify the potential 
for savings and improvement. With your go ahead, a much 
deeper scan is then performed.  

At the same time, we will be looking to establish an active 
and ongoing joint steering committee, which can bring 
together and communicate with all relevant stakeholders.

Together we will support and train your staff in new 
systems and ways of working, both initially and in a 
continuing change management programme. We bring 
suppliers on board and establish feedback mechanisms 
so that unexpected problems, or new opportunities, can 
be flagged up and acted on. Our staff on-site in your 
company will be inducted to the culture of the company. 
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Firstly, we establish 
a baseline of your 
current situation

And then identify the 
key constraints of 
today’s configuration 
 
 

 

This allows us 
to quantify and 
qualify how much 
improvement potential 
can be unlocked 

A new, optimal 
logistics and supply 
configuration is 
then designed and 
developed…  

…along with 
a roadmap for 
implementation 
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structure
We make our business model as transparent as possible. 
We can structure costs and benefits in several ways to 
best reflect the nature of our partnership with you, and 
your longer-term aims and aspirations.

Where’s the payback?
The quantifiable benefits of partnering with MAG45 come 
in several forms: 

 � Inventory and logistics savings 
We are able to reduce 

 % Warehouse space/cost requirements
 % Write-offs due to degradation or obsolescence
 % Transport costs, through direct delivery from supplier 

to end user, and by reducing ‘emergency’ couriering 

 � Working capital savings
More active inventory management means

 % Less cash tied up in inventory
 % One-off benefit from disposal of redundant stock

 � Labour savings
 % Staff time in sourcing, logistics and administration is 

freed up for more strategic tasks 
 % Elimination of ‘firefighting’ reduces overtime costs
 % Reduced idle production time due to unplanned or 

prolonged stoppages

 � Product cost savings 
We save on costs by

 % Rationalising the supplier base
 % Consolidating orders across your business and with 

those of other clients
 % Reducing the need for costly maverick or emergency 

purchases
 % Focusing on delivered cost, not just unit price
 % Focussing on cost improvement

Additional benefits
MAG45’s holistic and integrated approach, and our focus 
on system simplicity and workflow automation, create 
additional benefits across your organisation.

 % Sales can offer tighter, more certain delivery dates
 % Production can be scheduled with the certainty that 

uncommon parts will be available
 % Requisitions can be placed by and confirmed to 

maintenance, field service and production users 
simply and swiftly

 % Maintenance and repair can be planned with 
confidence

 % The risk and impact of production outages, whether 
through breakdown or parts unavailability, is minimised

 % Production inefficiencies such as excessive energy 
use are often revealed by analysis of MRO spend

 % Quality and compliance is assured 
 % Administrative effort is slashed as transaction volumes 

are reduced and the supply base consolidated, and 
through automation solutions such as EDI

 % Invoice processing and reconciliation, and thus cash 
control, is greatly simplified

 % Relationships with retained suppliers can be deepened 
and supplier performance improved

 % Core business activity is strengthened because staff 
are not diverted into firefighting

Above all, your supply chain visibility 
and control increases when you 

partner with MAG45.

Typical results

2-5%
Item price

2,5-10%
item cost reduction

5-15%
Spend reduction

15-35%
Inventory reduction

1-5 FTE
Workload efficiencies
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The approach we chose with MAG45 – making a 
thorough analysis of the relevant purchasing package,  

and the use of MAG45’s technical specialists – was  
an important factor in our progress. 

Cees Sluys
Vice President Supply Chain - Thermo Fisher Scientific

R R R

Improving Asset Management is the key to realizing 
the ambition we have set out for 2019. Advancing the 
availability and service standards of maintenance and 

production are key components to attaining this ambition. 
MAG45 enables us to reach this very goal. 

Michael Mok
Senior Director Manufacturing Greater Asia - BD Singapore

R R R

After a benchmark, MAG45 was selected from three 
providers. Their logistics knowledge was crucial for a 

complex organization like Philips, as well as their added 
value in sourcing and administrative processes. 

Alex Jonkheer
Senior Buyer - Philips Domestic Appliances and Personal Care
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Machine & Equipment 
Builder

ASML Netherlands B.V.
High Tech

Becton, Dickinson  
and Company

Med Tech

Boehringer Ingelheim  
International GmbH

Pharmaceutical

CSi Industries
High Tech

Frencken Europe B.V.
High Tech

HEINEKEN  
Nederland

FMCG

Honeywell  
International Inc.

Industry

Integra LifeSciences 
Corporation

Med Tech

Johnson & Johnson
Med Tech, FMCG and 

Pharmaceutical

SC Johnson
FMCG

Mars
FMCG

Meggitt PLC
Med Tech

Ministry of Defense
Defense, Aerospace  

and Marine

MSD Animal  
Health Nederland

Pharmaceutical

NXP  
Semiconductors

High Tech

Royal Philips
Med Tech and FMCG

Philips Lighting
FMCG

Power Packer  
Europa B.V.
Other industries

Procter & Gamble
FMCG

Stryker
Med Tech

Teva Pharmaceutical 
Industries Ltd.

Pharmaceutical

Thermo Fisher  
Scientific Inc.

High Tech

VDL Enabling 
Technologies Group

High Tech

Van Aarsen
Machine & Equipment 

Builder

Vanderlande  
Industries B.V.
Machine & Equipment 

Builder
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MAG45 worldwide

legal entity

customer on site

customer remote

Net sales
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70 years of blue-chip expertise

MAG45 was founded in 1948 as an internal MRO 
warehousing and logistics specialist for the Dutch 
manufacturing giant Philips. The company was acquired 
by private equity in 2004 and has expanded rapidly, 
organically and through acquisition, championing 
Integrated Supply with an inquisitive and entrepreneurial 
spirit. Since 2016 MAG45 has been part of the Dollar 
2.1 billion, 3,000+ employee, Danish-listed sourcing 
and services company Solar Group. Both Philips as a 
customer, and a number of our key suppliers, have been 
with MAG45 from the very beginning.

MAG45 currently has a global footprint with offices across 
Europe, Asia and North America, and is accredited to 
ISO 9001 and ISO 14001. Our growing portfolio of clients 
is centred on leading, often multinational, companies 
in the high tech machine building, medical technology, 
pharmaceutical, consumer electronics production, and 
food & beverage/FMCG vertical sectors.

We believe in the value of simplicity, and the importance 
of insight and foresight. We say ‘yes’ to the challenge 
of learning what drives our customers, understanding 
their future needs, and developing and refining the best 
solutions. We take the time to get to know our customers, 
and are proud of a culture that is self-critical and open to 
feedback. We want to do it better every day, because we 
are committed to continuous improvement and innovation 
in our own and our customers’  operations over the long 
term.

By bringing order to the complex and chaotic, we are 
partners in our customers’ continuing success, making 
them, like us, the reference points for MRO/BOM tail 
supply chain management.

MAG45 B.V. 
De Schakel 20, 5651 GH, Eindhoven, The Netherlands
+31 (0)40 263 8000 | info@MAG45.com | www.MAG45.com

mailto:info@MAG45.com
www.MAG45.com
https://www.youtube.com/channel/UCCepqsWE92SkfNaMRJcNF4g
https://www.facebook.com/MAG45-682226291971376/
https://www.linkedin.com/company/mag45
https://twitter.com/MAG45_

