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NO TRANSPARENCY 
of acceptance/rejection process
• Why
• How many rejects
• How many right to returns
• How much money to receive

NO TRACABILITY
• Source rejects
• who checked cores

internally

NO MEANS OF 
RETURNING 
rejected cores from 
remanufacturer

WS1 CORE 
VALUES

TRANSPARENCY
If they don’t receive transparency, 
they can’t give transparency to their 

customer

CUSTOMER 
RELATIONSHIP
• Negatively affected by rejects
• Negatively affected by deposit

jungle
• Negatively affected by core

discussions
• Time: They refund deposits

customers before knowing
rejection rates of remanufacturer

Inability 
to verify 
acceptance/
rejection 
process

(Suspected) 

MONEY 
LOSS

DISTRUST 
in remanufacturer
• Negatively affects

relationship
remanufacturer and
wholesaler

Inability to 
optimize 
internal 
processes

Question 
remanufacturing 
process

Question 
business model 
of remanufacturers

“It is not us, so it 
must be them.”

Seeking ways 
to control 
and reduce 
losses:

INCREASE TRACABILITY
• How many right to returns?
• How many rejected?
• Why rejected?

WANTING EXTRA 
INFORMATION

CASHING 
IN EXCESS 
CORES

REMANUFACTURING 
CRITERIA
• Brand-related
• Original OEM
• Infill
• Etc.

OVERVIEWS
• Inflow-outflow cores
• Cash balances cores
• Detailed overview rejects
• Time limits supplier

STICKER/LABEL ON THE BOX
Including part number, order number

Currently to improve internal processes
• Psychological effect of being checked
• Clearly visible which cores have been checked

Ideally the sticker would also improve external 
processes
• If remanufacturer rejects core, sticker can be used to

trace back, thereby helping to reduce losses and
improve internal processes

CORE OUTFLOW
=

BLACK HOLE

Wholesaler

Remanufacturer

?

“Basically you could say: we don’t 
know anything. Yes really, it’s a 
black hole. Completely blind flight.”

KEY REVERSE LOGISTICS 
ISSUES FOR WHOLESALER 

!

!!
!!

! BEST !

!

!
!

!

! = Most important points

Legend

• include the reverse
logistics in SAP, so
everything is in
SAP from when 1st
deposit is paid to
final refund.

• have criteria in
techdoc
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Gebruiker
Sticky Note
James - Basically you could say: we don't know anything.
SD - It's a black hole?
James - yeah. really, it's a black hole. Completely blind flight.

Gebruiker
Sticky Note
James - We use SAP. The whole process is in this system. From making the order, by bringing it back and everything. So the forward logistics is completely in our system. The problem starts in the backward logistics where we don't have it anymore in our system.
[...]
James - We have twenty machines, we don't write down what numbers or anything, we just fill a sign, send it to the supplier, they get the parts and after that we receive money, but we cannot check how much money we receive. If it is for 19 parts, for 20 parts, or did they give us the right amount, because sometimes it is 50 euros, sometimes it is 60 euros. We can't check that. It is not in our system. 

Gebruiker
Sticky Note
James - Yes, [the colleagues at the branches] check it and after that we give the customer the amount, but in our system there is nothing in there who checked that specific part. And also there is nothing written what kind of part of order it is. So if we send it pack to a supplier, and even if the supplier, what they don't do, would send it us back and say: we don't accept that, we couldn't say: this is from this order, from this customer, to get our money back.

Gebruiker
Sticky Note
Cathy - And in this case, we can't even track which part [is rejected], from which date and which branch it was, because we have no possibility in SAP to track it. As soon as the customer gets the money, it's not in our system anymore. We can't track it.

Gebruiker
Sticky Note
SD - [What is] the biggest challenge in the core return process?
James - Transparency.
SD - That is top of the list. 
James - Yes
SD - And then followed by trust? or?
James - [...] I think transparency is trust, because you produce trust. That's really the biggest point.
SD - Transparency is key to trust?
James - Yes.


Gebruiker
Sticky Note
SD - If you hear from a supplier that a part is rejected, do you ever ask that part back? 
[...]
James - No, they don't. [...] The problem is, the most suppliers say, you can get it back, but you have to pay the transport fees. For example, [...] you have to pay for each part about 40 -50 euros to bring it back, and it is worth maybe 100, 200 euros. So we always say: no, just take it and put it into the waste or something like that. Because the backward logistics for that is too expensive for us. That is why we can't check what kind of part and who controlled it. 


Gebruiker
Sticky Note
James - It is just analog, it is just written down anywhere in an excel or something like that.
[...]
James - So they don't write down the specific numbers. they just write down how many parts of alternators, starters, and anything like that. 
SD - And the total amount you get back. [yeah] So it is not per part... [No].

Gebruiker
Sticky Note
Cathy - I think our problem is that we say: it's okay to be remanufactured, and our customer gets the money. But as soon as it gets to T1OE1 and he says: no, it's a part from T1OE3, and we don't accept that, we cannot get the money back.
SD - But you don't know if that happens?
Grant - Yes.
James - We just get an amount of money.
[...]
SD - If there are differences between different suppliers.
James - There is not really a difference. [...] And with all of them you don't really see what they do. After that you don't get an answer where it says: that one has this, or that one has this.
SD - So for all [suppliers], there is a lack of transparency?
James - Yes. It's all just about transparency

Gebruiker
Sticky Note
[Talking about the time it takes to hear how much deposit they will receive]
James - I would say, the best time would be yesterday, because it is money. It is cash. But I think we never saw it as a problem, because we have a lot of other problems in that process. [...] In our case, it is like: the customer brings it back and half an our later he has the money back. We are pretty fast in that. Because most of the time, we don't even charge them the money. Because they haven't paid the bill yet. So they get back the money before they pay the bill. So it does not influence them. 

Gebruiker
Sticky Note
David - There was a specific steering unit, from OE2. And the 'zahnstange', the surface was 'vernikkelt' [nickle-plated]. And remanufacturers cannot create a new coating. So it has to be okay. But it is not okay. [...] Such a part should not be remanufactured. [...] This the customers don't understand. That it cannot be replaced. Because it is the only thing that is broken on the steering unit.

Gebruiker
Sticky Note
David - Also if we get a meeting with [the suppliers], I always ask them: what is the difference. What do you make different between a new part and [a remanufactured part] which parts do you. They don't say the truth. This has to be clearer also. Is it the same, or not.


Sonja van Dam
Sticky Note
SD - For you, knowing that [the reverse logistics service provider is] impartial, what would you need to know that they are that?
James - Full transparency. So they should show you the business concept. [...] That's the big problem that the suppliers are not. [...] So it all is very confusing. And everything should be clear and transparent. Because I say: it is okay if a company like that earns money, because that is why we are all here: we want to earn money. But I want to know if they are earning with every part like 100% of it, or if they earn a normal fee like 10 or 15% or something like that. Because it should be normal. You should not feel betrayed.

Gebruiker
Sticky Note
James - So in sales, the losses are not that big, and the discussion, or the problem is also not that big, because we have it in the system. But in the backward logistics, to the suppliers, there is the big problem. Because we don't have it in the system anymore, and also we don't have any number, so there is nothing written on it. [...] That is where we lose the money. [...] there is a big delta between [deposit that we pay and what we get back]. And the delta is that big, it cannot be just by customers. It must be from the suppliers.

Gebruiker
Sticky Note
James - So there is the loss between us and the customer. And then we have between us and the supplier. And I'm pretty sure that the suppliers, I think, they want us to be confused. Because they earn money with it. [...] they know, we small wholesalers, we don't really check what we send back and how many we get back and stuff like that. 
[...]
James - I would say, don't trust anyone. It is not just we have that problem. Its a problem on the whole market. Everyone knows that the suppliers they ...
SD - Are corrupt?
James - Yeah. Or it is just how we feel on the market. maybe they are not, but it is not transparent what they do. And if you try to get transparency in it, then they come and say: it is very complicated. Then you have a meeting for four or five hours and after that you don't know anything anymore.

Gebruiker
Sticky Note
SD - There seems to be two things. Controlling the supplier, but also checking if your own employees are doing the checks correct.
James - I think the second one is the smaller part. But there are always black sheep. There could always be someone who says: I don't care.
David - We don't think the checking is the problem. At the moment we think the suppliers is the problem.

Gebruiker
Sticky Note
James - I think the process is pretty much the same. You check it, send it back and then you wait.
[...]
David - I think everybody works with SAP. 
SD - But still, there is nobody who actually tells you in SAP: You brought back this core. Nobody does that? [no] Okay. And most give you just an Excel sheet or whatever...
Grant - Yeah. We get sheets, or pick-up labels.

Gebruiker
Sticky Note
James - Also, we said all the time the suppliers are the bad ones, but we also have to say that our backward process with Excel files and stuff like that is not the perfect one. So we also have to implement that process into our SAP.
SD - If for example, that external party would have a system that merges with SAP or whatever, would that make it...?
James - That would be perfect.



Gebruiker
Sticky Note
James - The challenge is for example, that process that we were discussing, backward to our suppliers, is still an analog process. So we send a fax, or an email, or an excel sheet or something like that. That's not digitalised. It should be more like completely supply chain management. [...] It should be all in one system implemented.

Gebruiker
Sticky Note
Jeff - It must be one program. Our selling process, purchasing process is automatically. They order parts, we have an order in SAP, but all other processes have to be automatically also like the selling process. So for example the criteria should be in tecdoc format in the catalog. So at the moment we have technical signs in the catalog, and so also the criteria, in my opinion, should be in the catalog.
[...]
James - But the biggest thing for implementing it in tecdoc is, everyone on the market is working with tecdoc data. So if we write it there, and another one is also writing it there. So the customer is not coming and saying: you said it is like that, and the other one says it different. That is one of the biggest..


Gebruiker
Sticky Note
SD - What kind of transparency are you looking for?
James - How much did we send back, what special part number and also, the greatest thing would be to say: we send back this part-number, compared to that order. And if they say: this part was not re-manufacturable, then we can say: by the order number: who has checked the part, then we can check if we have quality problems. [...] And this is the thing we want from the suppliers, because if they do it, we can also say: no this is a guy who really checked good. He really checked the stuff and maybe you could make a photograph or anything like that, if you are not sure. [...] So it is to control the supplier. Because I am not really sure if they always really that honest. 


Gebruiker
Sticky Note
Grant - We sometimes get cores from our customers they bought 2 to 8 years ago. 
James - I am not sure if there is something from the supplier side, but I think I heard something like: you have to give it back to T1OE1 three or four years after you order something like that.
SD - But you don't know if parts are rejected, because they are too old then either
James - Yeah, but the problem, or not our problem, the problem for T1OE1 is: they can't say: you bought that part, but you bring back that part. Because we order 100 or 200 of those each year, so it is for us not a problem to reach that goal. 


Gebruiker
Sticky Note
CR - So it would help, for example if [the reverse logistics service provider], if they reject your parts, do a foto documentation why they rejected it, and otherwise they would accept it?
James - Yeah, for example.

Gebruiker
Sticky Note
Nick - For example, if we have 100 products we can give back to our supplier, but we have 130. What should we do with the 30 parts.
SD - What do you do now with them?
Nick - Sometimes it is special technical waste or 'schrott', waste. Trying to, was heisst das 'zu verwerten'?
[...]
SD - So it is basically thrown away if you have too many parts.
[...]
Nick - I think it is one of the important points. That we know what we can give back to the supplier. This at the moment we can't see that. 
[...]
Nick - Sometimes we have companies that have 20 [cores] they have no chance to give back the part to us. There's no delivery note. And it is like: you have 20 parts and you could throw them in the waste, or we could throw them in the waste. But it is not possible for us to bring the parts in the circular economy. 
SD - You don't have a right to return then basically. 
[...]
CR - So you don't even know how many parts you are entitled to give back, because you have paid the deposit, you just send it there. and even if it is just after you deliver one delivery, you receive some amount of money. It could be that the parts were bad, or it could even be that you weren't allowed to give it back. So you don't even know that.
James - yeah.

Gebruiker
Sticky Note
David - T1OE3 for example, their new range don't have any cores.
James - For example, we sell a Heller generator, and two or three years later, the same customer orders a same generator, but from T1OE1. T1OE1 has cores, T1OE3 has not anymore. So: is it possible to give that one from T1OE3 back to T1OE1, to re-manufacture it, or is it less quality. And that is something the suppliers do not tell us. They don't talk about that. 
CR - So the criteria aren't clear.
James - Yes. Is it allowed to give back the OEM numbers from the OE4, or OE3 for example, or is it just allowed to give back T1OE1 parts?
SD - If you buy a remanufactured part from T1OE1, you have a right to return.
David - But it has to meet the criteria from T1OE1. If the alternator is not, maybe is not made with screws, are bolted, it cannot get re-manufactured.
SD - So for you it is unclear, if I take out a T1OE3 part...
David - At the moment it is not clear.
James - Depends on some posters it is written on it.
David - yeah, but not all.

Gebruiker
Sticky Note
James - So in general there is this system, but it is not entirely clear where to use it, how to use it, how to trace what the system says. 
SD - And it is a bit old, the system?
Grant - Yeah, the data.

Gebruiker
Sticky Note
James - What do we write on these stickers?
Grant - Who checked it, the date, and the order-number. Normally it should be traceable. 
Jeff - That should be in SAP.
James - We just have it on the box then.
SD - So when do you put the sticker on?
Grant - When we check it.
[...]
Jeff - It's only written.
SD - Handwritten?
James - Yes

Gebruiker
Sticky Note
Jeff - The sticker should be printed out of SAP. Then you have the information in SAP and you have it on the sticker. 
[...]
James - When you go to the system and give the 'okay' that the customer is getting his money, then there should be a label that is printed out where it says who gave the customer the money back, when did we receive it and everything, and then you have to put it on the box. But the next problem is, if you have it on the box and you send it back to the supplier, he does not care.
[...]
SD - What kind of information were you already planning to put on the box now?
James - The order-number. With the order-number we have in the system everything we need: the part number, but we also want the part-number on the box, because there could be several parts in that special order. The deposit. And who checked it. 
[...]
James - right now we [hear]: 50 generators, and 50 steering shafts, and we don't know which one costs 50 or which one costs 20 euros.

Gebruiker
Sticky Note
SD - So this sticker is specifically intended to try to reduce the amount of losses you make on deposits. Is that the specific intent?
James - Yeah, I think.


Gebruiker
Sticky Note
Grant - Normally it should be possible if we send it back to T1OE1, they open the box and see it is not re-manufacturable. Send it back to the customer. They know, or we know who bought it. But that is not happening. They open the boxes, get the alternator out. Throw the box away. That's it. We have seen it [points to David].
SD - Is that the same for all suppliers?
[...]
SD - So what was then the point of putting the sticker on? 
Grant - That [T1OE1] can see, okay it is not re-manufacturable, put it back in the box and get it back to us.
[...]
James - I think it is more a psychological thing. [...] you think someone is checking it. 
[...]
James - I think the sticker is just for us, for ourselves, that the people look a bit more carefully.
Cathy - And I think it is important for the transparency inside a company, [...] if you put the delivery note into the box, it would get lost. So you have the sticker on the box and you can trace it.
David - And also, if the sticker is on the box, you see it is a core. Maybe if there is no sticker and the box looks good, they put it back in the sell storage. 
SD - So it is also maybe to prevent confusion.
Cathy - We know if the sticker on it, we know someone checked it.

Gebruiker
Sticky Note
SD - What do you think of that deposit system?
David - Deposit is mainly good, but it is too many different prices there. 
[...]
James - That is a big discussion we have with our customers: the pricing system behind the deposit.
SD - Is that because the pricing system is different for each supplier?
David - It is different for each supplier, and it is different if there are not much re-manufacturable parts from this car, then it gets higher and higher.
[...]
David - Also the deposit should be the same for each part. Not for each part, but for each alternator. 
[...]
David - It's also difficult to tell the customer why this one costs 250 and the other one 25. Because for the customer it is just an alternator. 


Gebruiker
Sticky Note
SD - It is actually also particularly towards the customer that you want to have transparency as well in that, I think. Is that correct?
David - Yes

Gebruiker
Sticky Note
James - [is negative about remanufacturers creating own deposit rules] Then the customer is buying with three different suppliers, and they say: your opponent says: I have to watch for this, and operate like that. And you say I don't get my money back, because of this. But on the other supplier it is like we have to make it like that. So the problem is that there is different information out on the market. 
[...]
James - In case of warranty, there is also a deposit on it and then it is going to be very complicated, because most of the time the suppliers say: we take fifty percent. And we have to take the other fifty percent. So then it is very intransparent. Because I am pretty sure they remanufacture it to hunderd percent or so.

Gebruiker
Sticky Note
James - We take the fees the supplier is giving us, and we give it 1 to 1 to our customer. So if the supplier says it is 50 euro, we say to our customer, it is 50 euro. 
[...]
James  - It is the transparency to the customer. we don't want to betray them or earn extra money with that system.
[...]
James - So maybe it is something we have tot think about it to say: we don't take €50, we take 60 euro, something like that.

Gebruiker
Sticky Note
David - When I sell this part, I see that the deposit is very high. Then I tell them that they have to look. But not everyone does this... 

Gebruiker
Sticky Note
David - It depends how good the customer is. If he makes 200.000 euros every year, why should I start a fight about 15 euros. 
[...]
David - Maybe the last year, I had to make around five discussions to the customer. That is not so much. So if the deposit is 50 euros, and I tell him I cannot give it back, maybe with the next three orders I make ten less, and then the discussion is over [because losing new orders would be more costly]. 
[...]
James - If the process is transparent, we can show them that we are paying money for him. Now it is like, we say we pay money for him and he says: yeah, you can tell me anything. But then we can show him: you cost us money, we help you. 

Gebruiker
Sticky Note
James - There are the losses we said before like: we got the parts, we say they are not re-manufacturable, and the customer says: I don't care, I want my money back. And I think that one, there is nothing to solve that problem.
SD - It's about customer relationships.
James - Yeah, the customer relationship is like: we are doing everything for our customer, they know it. and they know we will give them back the money anyway. So we have the losses there and we can't solve them by stickers or anything else or by teaching them...
[...]
SD - So if I understand it, for you customer relationships are quite important in that sense? 
James - Yes.


Gebruiker
Sticky Note
David - The discussion is with the customer more difficult. [...] If you say it is not possible to re-manufacture it, and [the workshop]  paid about €250 deposit, then it is a real problem, because he sold it already to his [customer].
[...]
SD - You were saying, that they know the criteria as well.
David - They know, but they don't care. They have paid. [...] The deposit is very high, sometimes for steering parts the deposit is higher than the price of the part, and that creates problem.
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Explanation of elements

• Cogs are the drivers to successful reman. They
are essential elements to the process
o Some cogs are currently not running optimally

• Oil: opportunities, a way to make the machine
run smoothly

• Rocks: threats or challenges that give friction
• Safety helmet: protection for reman industry
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TUD
Sticky Note
By embracing the opportunities and tackling the challenges the reman industry can remain competitive in the future.


Sonja van Dam
Sticky Note
The reverse logistics service provider's platform and the reports it delivers should be understandable and self-explanatory to users and give advice that support the customers. 
Henry: "I think our target should be to have as few documents as possible and as, as understandable from the customer perspective."

Charles: "From a wholesaler point of view I can completely understand that they struggle with this [black hole]. It can be quite frustrating for them and as a remanufacturer I ask myself how to give this transparency in a way that they would understand it. So if we talk about transparency it is not only facts and figures, but also how to communicate this and how to explain so that the other side is understanding. this is the main task, also for the future, not to only make [the platform] transparent but also to make it understandable, what happened."... "Basically [understandability] is explanations. It’s a lot of columns down there in that excel file. But sometimes I do not get the idea what does it mean. If I read a comment ‘accepted’ on one of the columns, I need some explanation. In a meeting [the reverse logistics service provider] was explaining each and every column that was downloaded. So, if that information would be inside the software itself, somewhere in the process, I guess everybody would have more reliability on the data. And if we talk about for example rejection rate, what does it mean? Is it a % of the parts that have been delivered or is it a % of the parts that have been bought, its simply explanations of what is meant by which column." 

Charles: "I’m thinking about how to improve what the customer expects. Maybe not only the information that something is rejected and why, but what should he do differently in the future, like giving an advice ‘OK this is how you could improve your acceptance rate’.. Then he would experience the system as a helper to increase also his financial balance, so if you could give some hints and tips how to improve the whole process, that would be great."

Ben: "You could solve it [with] an application with artificial intelligence, being able to scan the product, identify damages and whatever you see on it, these would be nice support. If you [could] say to a wholesaler, or whoever, here is an application, just scan it over the product and it will tell you if it is good or bad, that would be fantastic."

Sonja van Dam
Sticky Note
Giving similar traceability for cores as customers have with postal delivery can increase trust in process. 
Charles: "If we could use state-of-the-art technology, like the customer would be able to follow his delivery, following his shipment. This is what I can do as an end customer for nearly each part that I order from anywhere to get some traceability on the status of my request. This we could do through the whole chain of the service. So, from transportation to selection until financial settlement, so when will I receive my payment. Just to give traceability. I guess that would be state of the art and that would make the customer feel that he can rely on that information."

TUD
Sticky Note
Decoupling physical and financial flows can make the process more reliable and reduce effort involved.
Paul: "If you would have the possibility to agree within the volume value chain that only one, one station is doing the inspection and then everybody is accepting these results and based on these results you do the financial flows and in general then be able to disconnect the physical and the financial flows and this would speed up the process and create significant efficiencies overall."

Paul: "There is the big potential to just have [the financial flows] separated from the physical flows... and improve well, basically everything. We speed up the process, we make it more more reliable, there is less potential for failures and mistakes, so it just makes the overall business model more attractive also to our customers... You have the customer is profiting because he might be getting more or cheaper or, more available products. The workshop they have diminished risks for basically also losing on surcharges or having to wait for a credit of the parts. They also would have the possibility to offer additional cores. The wholesaler, they most probably only have minimal efforts compared to newman and we as remanufacturer have more cores available and faster cores available... [in stead of] having additional new infill or having to buy cores from a core broker. Overall, we have CO2 savings."

Sonja van Dam
Sticky Note
Universal processes and selection criteria for all remanufacturers would reduce effort for customers.
Andrew: "I think it would be very helpful if we would have a kind of… standard, standard procedures for the whole business. That, not every I will say, remanufacturer or reman dealer implements their own procedures because that’s the case at the moment in the market.. Because I understood when I talk with customers, he has three different processes for the whole business with his, I will say, [three] suppliers. And of course that is not acceptable from a point of view for the customer. It’s too complex, it too much."

Bianca: "When there's a better invention... the whole market should go with it... to have different systems in the market makes it more and more confusing for the customers." 
Nina: "only one supplier." Bianca: "Now that makes it easier for the customer yeah, because he has the same collection point of course."

TUD
Sticky Note
Pictures to keep track of rejects can assist in discussions later on.
Jack: "If we have some pictures, show them in the first step, sales can check them and if they still have some questions, then they come to me to the product specialist for steering, he can ask again if it's correct or not. But I think it could support, also regarding communication with the customer, because then you can show him a picture and can tell him you didn't send [correct part] number or we had a really hard corrosion, but without pictures we can’t just say: come and see that there were heavy corrosion, but we can't show you because we already scrapped. And then customers said, oh I sent it to you and there was no heavy corrosion, you tell me there is a corrosion and that's the pain points from my side. It's difficult also I can also, sure, I can understand the customer."

Jack: "From my point of view it would be really helpful [to have pictures of rejected cores]. But on the other side, if you have to make some pictures for all cores to be rejected, we maybe make 100 pictures and need just two or three pictures of them, so it's a really high effort for just a low volume of pictures which, which are helpful, so I think we have to see if it's work or not... I'm still yeah, I don't know exactly."


Sonja van Dam
Sticky Note
Creating interest for reman with car owners can increase demand. Governments can support this by enforcing workshops to giving customers a reman choice. 
Henry: "[I think we need to] try to really communicate the benefits of [our reman product line] directly to the end user, because we are right now focusing quite a lot in the AIM channels, into the first trade level and I think we should go directly to the end user, to the car drivers"
Bianca: Yeah, we really have to create here a pull effect... The thing is, that we don't have direct access to the workshop because the workshop is discussing with a car driver and he wants to have a good value for money offer. So [the wholesaler] really needs to be forced from the market to have [reman] on stock."

Henry: "I think we should communicate more and more of our, the social media the benefits of [our reman product line] program... This is something that we should do as a whole as a company and try it somehow to build up the pillars to the future."

TUD
Sticky Note
Copies are becoming cheaper, cost less effort than reman, and a wider range of products is becoming available. This challenges T1OE1's reman market and puts their customer relationships under pressure.
Bianca: "For the wholesaler he has no interest to be honest to sell remanufactured parts, because it's only more handling at his side and everything. For him the easiest way is to really to sell new parts... I think the customer is very price sensitive and all the wholesaler want[s is] to have an easy job and just to pull through the product." Henry: "You just stated perfectly... In rotating the quality of the MPP competitors, is so high that you as a car driver would not feel really the difference between a T1OE1 [exchange] product and an MPP product from China because in four to five years you will sell it and the starter or the alternator will still be working. Wholesalers are happy to sell only newman [because] the core collection process for them is really annoying."

Andrew: " [Now Asian copiers] offer also a high coverage, because it was one of the main arguments from reman before in history, that we could off an all-makes range with a high coverage and to offer, mostly, a 100% repair solution for workshops and now we see that the Asian guys are capable to do the same in a good quality without surcharging, core logistics, [etc.]. So without any additional effort for the customer. It’s lean, its cheap and, especially in the rotating business, it a very price driven market. 
Andrew "I think we have seen it with Japan in the 90’s when they started with the business. Everybody was smiling about Japan and oh, OK, it’s only a copier, they don’t offer any services. If you have a look now, the biggest in rotating, the biggest producers, T1OE5, T1OE6, OE5 now are in Japan and with a quality level, on the same level like T1OE1, sometimes higher. I think it’s a question of time before the Chinese people [are] competing at the same level and take over the complete business." 

Ben "Our competitors are buying in china because in the end it is up to a point where it is cheaper to buy a new one from china than remanufacturing, taking into account cost, labor, risk, whatever going wrong, etc, etc, but they want to continue selling it as reman. First of all because the market tics with reman: people look for reman because there is this idea that it is also good and it is cheaper, so then they put this new product in the box, sell it as reman, because this is what the customer looks for, and the price can go with it. And also they can charge then the core value and make money with that, if the customer doesn’t sends it back, but they never have the intention of remanufacturing it."

Sonja van Dam
Sticky Note
Too much transparency can have drawbacks. When customers receive more detailed information this generally leads to more questions and discussions. 
Charles: "I guess what we do is to try and act with trust and transparency and that we try to give as much transparency as we have. On the other hand this is also causing questions from the customer and this is causing then efforts on our side. I mean, if you simply send them a selection protocol in an excel format, then there is a high possibility that he will analyze in detail and asking question in detail about this one selected part. And then you need to go back, or we need to go back to [the reverse logistics service provider] and ask for details for this one selected part number which is causing effort on every side. I mean, even if we could explain in this instance, he will may ask the next time again the same question. And this is only because we offer this transparency." 
"It’s normal. As long as you give more information, you go into the details. If you just get, let’s say say it’s accepted without more details, nobody is going to look into it, that’s for sure." 

Andrew: "There is a very high interest for some guys [e.g. having high core surcharge values] of course to do it in a deep-dive, in detail. But for a common dealer I will say with a lower volume, sales volume, and as I said if we agree to 99% of the core return then nobody care."

TUD
Sticky Note
Rejects leads to discussions. 
Ben: "And then the customer does not understand why we’re not taking it back because it looks fine, it’s good, it’s not broken, it’s not corroded – not that much, and he says, pay me my money. Big discussion." 

How often do customer complain about financial losses?
Andrew: "Daily? (laughs). It depends on the situation. Now with Corona, again, and It’s a very complex business, complex situation in the market at the moment. And of course everybody has a look on the financial issues to survive. So, of course this changes behavior of customers and interests. Especially the workshops are really complaining much more than before."

TUD
Sticky Note
The delay in receiving the surcharge back is a pain point for customers.
Paul: "Well considering that the core surcharge you are placing on a product is quite significant, also in relation to the product price itself. Any time you have in between the return and also the, or even the purchase of the product and the potential credit for the surcharge, this is a pain for the customers. And especially for the workshops. If for example the, the wholesaler is waiting for the result of the selection before crediting the surcharge to a workshop, there one or two weeks is quite essential and a big hassle for the workshop to to select reman. 

TUD
Sticky Note
The surcharge is a financial risk for customers which leads to discussions.
Bianca: "The customer has to take a risk. If his core that he sends back will be accepted or not. I think that is the biggest point. He'll never know if he gets his money back for the surcharge and if he really makes a good bargain with it then at the end.": 
Jack: "Many customers tell us they don't want the core back [in case of reject] , because they don't need a core, they want their surcharge back, that's the one point. You can't decide it [to return rejects] on the product group level, you can decide just for customer and then customer tells us sure I want my steering for commercial vehicle, I want it back, but I don't want any machines or my diesel injectors, and that's not possible."

Henry: "Usually, when the customer is getting into deep analysis of the reports, there are more discussion because they want to understand why a core is getting into the bank."

TUD
Sticky Note
Surcharge issues, rejects, unclear information, and deposit delays all lead to discussions between T1OE1 and their customers which cost time and effort to resolve. 
Andrew: "You have much more discussions with customer [in comparison to] the newman business... It costs a lot of work because there is a lot of money behind so they are very, I will say, critical in the evaluation procedure of a core. But of course they want to have the surcharge from T1OE1. Therefore you have a lot of discussion issues. Due to this high amount of money behind."

Henry: "We have a very transparent relationship. We trust it's, we are very close I would say to our wholesalers. But when it comes to core handling and core management, both mainly the sales colleagues that usually are in between try to avoid the issue. It's not really an easy topic when discussing business with the customers. We try from the organization side from the marketing side we try to reach customers, but we need to agree specific meetings to talk about cores, or to call, about core management, specific features, projects to get their feelings about the market, competitors etc. Sales usually try to avoid core handling and core collecting process discussion together with the sales target definition discussions, if you know what I mean, so it's not really a nice topic when it comes to customers discussions."

Sonja van Dam
Sticky Note
Reman costs more effort for customers in comparison to newman.
Andrew: "So it is much more effort for the customer to establish his kind of supply chain and to organize all the transporting, the shipment, and something like that. And the reverse logistics it is additional costs, additional, I will say headcount, effort, maybe for the customers and something like that. So you spend more money I would say as you do in a newman business of course."

Jack: "But I think, Bianca said it already before. It’s such a high effort for the wholesaler. The easiest way for the wholesaler is to buy and sell just the new parts because then you don't have the whole core process so it's the weakness for remanufacturing."

Andrew: "[With reman] the whole invoicing procedure is completely another and also some procedures like warranty. You always have to consider a surcharge value of the product." Charles: "And also it makes a difference to the contracts because you need to contractually agree on what happened if a core is returned and not returned. So it is not only the price and the separate line on the invoice it is also contracts that need to be done with the customers in another way." Andrew: "[Setting up agreements] is more complex. And higher effort in maintaining the data and communication with the customers and also to consider more legal rules behind. It’s the setup but also in the regular business. You always have price negotiations once per year and so every year you discuss all the topics again and again and again."

Andrew: There is a big difference for example between the behavior of Italian customers, which is more driven by newman and copier market, they are not willing to do reman. Or Germany for example where reman is the key business I would say in rotating. It also has consequences [for the] willingness of the customer to do all these things with you and to spend his money and to spend his head count to do this business."

TUD
Sticky Note
Determining core values means making tricky trade-offs. Core brokers are needed to fill in the gaps but they can also complicate customer relationships.
Bianca: "When my core value is too low the workshop or the wholesaler will sell it to a core broker because it earns more money with a core broker than with T1OE1, so I have to keep my core values very high or in a good balance because when I make it too high then it's not attractive anymore. But it should be more attractive to give it back to me."

Ben: "In steering systems with power cylinders in trucks we already had to increase our core values towards the customers because it was about 1/3rd of what core brokers are asking for in the market. And what was happening is that people, instead of returning it to us, they preferred selling it to the core brokers. So, in the end, we had to increase our core value just in order to get our products back, which of course the customers did not like. It is a game they play. Well, some customer, because there are some customers that don’t play that game and they don’t understand why it’s happening. Big boys, they know what they are doing. This is then creating a problem with these smaller customers where we have lots of trust and experience and they, yeah they just don’t get it, why they have to invest no that much money... It is a little bit of a love-hate of course, because we also need [core brokers] in order to recover some of the cores. We don’t have direct access to workshops. Core brokers, they have direct access to the market: they go to workshops. They call it in the UK ‘the white van man’. They just go around, just popping into workshops ‘what you have laying around? I’ll take that with me’ We cannot handle that, and they can." 

Sonja van Dam
Sticky Note
Customers are becoming bigger and operating cross border.  This puts pressure on the price due to their increased power and makes invoicing more complicated due to the need to apply different laws to the same customer. 
Dan: "A big change [in] the market has emerged. Now more and more you have bigger customers. You don’t have 10 different customers but only one, then you are furthermore dependent from them and it puts us furthermore pressure on the topic." Andrew: "so their power is much more bigger now." Dan "It means that they can lead and dictate more and more the price." Andrew: "and they are also acting cross-border, which means if you have maybe a special price for a customer in Belgium or France or somewhere else and a buying group will buy his customer then they can compare... and make pressure to us that we also offer the same low price level."

Ben: "Our main customers are customers who have been buying T1OE1 for [decades] and we have a very good relationship with them based on trust, experience, but this is being eroded more and more because of these big buying groups, these consolidations of wholesalers, you have big buying groups coming out of the US, I am afraid for the day some Chinese will invest in Europe in some buying group, because they have money, and then we have a big problem. The problem is these guys of course they look at the  bottom line, they look at the money and the good relation with T1OE1, that doesn’t matter, they are not loyal to a brand and they just look at money and up to the point that they can even decide themselves to set up their own remanufacture line. Say, OK, we can also do that, play this game like anybody else, and without any rules or whatever is behind it. This is very complex and will become more difficult again."

TUD
Sticky Note
It is becoming increasingly difficult for reman to compete with the improved quality of Chinese copies. To ensure the future of reman, legal support in necessary.
Jack: "That’s a high competition, it's different from product group but there is a competition with Chinese copies, especially for older parts and it's more more difficult for electric steering gears with the electric parts, but for old hydraulic steering gears or especially for steaming pumps, there's a high competition from Chinese copies." Henry: "The same for rotating electrics, so starters, alternators. So more and more competitors are coming into the market, with a very good product I would say and we are facing a huge challenge here." Bianca: "Even for diesel now it started that we have Chinese copies for new parts and very attractive pieces. For the moment they are still in China but it's only a matter of time when they will come to Europe as well. And then the price fight. You can't win it with a remanufactured product because then it's too expensive at the end."

Andrew: "We are on a point where we need the support from a legal side to support this business because if you have other alternatives, cheaper alternatives, in the market, and that’s the rule in the market, of course the customer will switch to this business and we have a lot of competitors which did in former the reman business and they stopped it and changed completely in this Chinese copier business and offers only a copy product. That is a trend at the moment."

TUD
Sticky Note
Reman parts produced in Europe have a good reputation, though there are differences per country.
Andrew: "There is a big difference for example between the behavior of Italian customers which is more driven by newman and copier market, they are not willing to do reman. Or Germany for example where reman is of course the key business I would say in rotating." 

Ben: "[Competitors] want to continue selling it as reman. First of all because the market tics with reman: people look for reman because there is this idea that it is also good and it is cheaper, so then they put this new product in the box, sell it as reman, because this is what the customer looks for, and the price can go with it." 

Henry: "The reman plants are all in Europe and usually this is [perceived by customers as] a positive aspect against Chinese copies"

TUD
Sticky Note
A close relationship is essential to reman and T1OE1's customer relationships are perceived as positive. 
Andrew: "As I said, it a much more closer relationship to the customer in the reman business as in the newman or copier business of course." 
Charles: "Yeah, I would totally confirm what Andrew just said right now: you have to be much closer to the customer in the reman business, because your customer is the one that is delivering the basis for your production."
Andrew: "Yeah the raw material."
Charles: "Or is delivering the most important component. Our customer are our suppliers for remanufacturing so they are connected to us in a dual role." 


TUD
Sticky Note
T1OE1 is seen as a reputable brand, particularly in Europe.
Andrew: "[T1OE1 is reacting] with trust and loyalty, and even with the financial I think we are a partner… we have standards and we try to do business on a relationship base and therefore the customers knows if you do a deal with T1OE1 where he is at least. I think of course the T1OE1 brand has a high reputation in Europe. If we look in China, nobody cares about T1OE1 (laughs) and even in the Northern American market its completely different and T1OE1 is one of the 1000’s of key players."

TUD
Sticky Note
Partnership is a key value at T1OE1.
Andrew: "I think, now we did a setup of the procedure which supports this partnership, relationship to play fair.. We have a standard for every customer. We don’t make big exceptions as that we have here preferred customers, and other customers maybe is not so interesting, that’s not I think as T1OE1 is reacting in the market. It’s a partnership, it’s a relationship to the customer at least, even with the financial aspects."

TUD
Sticky Note
T1OE1 is a highly trusted brand, particularly in Europe.
Andrew: "In general yes [customers trust the assessment of cores], but nevertheless the financial topic is on the table, as I mentioned before. And I come, again, back to the Asian copiers: It’s really a topic, more and more now." 

Henry: "Well we have customers that, reject at least if they have an alternative, products coming from China because they do not trust the quality... the wholesaler is asking I want this part number, but please assure me that you're going to deliver me the ones produced in Europe."

Jack: "It's different from region to reach and sure in Europe and especially in Germany the brand T1OE1 it's a huge brand and everybody knows the brand especially in automotive. But for example in Asia to be honest I don't know exactly."

Sonja van Dam
Sticky Note
T1OE1 has a longstanding, loyal customer base but this is under pressure from big cross border customers and the price and ease of copies.  
Ben: "I mean up to now, especially in Europe, our main customers are customers who have been buying T1OE1 for [decades] and we have a very good relationship with them based on trust, experience, but this is being eroded more and more because of these big buying groups."

Charles: "Unless you talk with very small customers with a good loyalty towards T1OE1 with maybe a technical really good experience, I had one example in the past for a customer who is only handling diesel parts. He is very experienced. In the end we allowed him to do the selection for us because he is even technically equal to our experts or to [the reverse logistics service provider] experts."

TUD
Sticky Note
T1OE1's brand values are known and appreciated.
Andrew: "I think loyalty and trust and something like that is for T1OE1 a very high value and its important to have this kind of level also to our customers. I think it is part of the T1OE1 brand itself, I think. It’s what the T1OE1 brand is argued to the market: they say OK, guys even if we have difficult times, like the financial crisis and something like that, T1OE1 is not reacting against the customers that we say ‘ok, now I want to have my money. Because other competitors they did, and that was also, I think, a positive argument for the customers to switch from competitors to T1OE1. There was a higher rate in the financial crisis of customers who did that. I think the market is appreciating this kind of reacting of T1OE1 in the market, especially in Europe."

Sonja van Dam
Sticky Note
T1OE1 strives to be transparent. Deciding when and how to share reports and excel sheets can however be complicated as sales tries to avoid core handling and core management discussions. 
Henry: "we have a very transparent relationship. We trust it's, we are very close I would say to our wholesalers."

Andrew: "I think we are very detailed, maybe some guys say too detailed? When we talk about transparency for example, T1OE1 offers a kind of reporting that gives customers the possibility to analyze the history if there is a need, so we have a complete overview. I think that’s maybe a positive thing, so from transparency side we are very transparent, if the customer wants to have this kind of information and even in the communication, we are really open, and we have a standard for every customer."

Charles "If we have achieved that the customers is buying reman from us then it is really very important to give the trust and transparency to the customer which we are lacking at the moment sometimes due to master data issues"

Charles "we also send to customers the [platform's] selection protocol, but I am quite sure it is not being sent to every customer maybe, and sometimes it is not sent directly but sent only via the sales manager. we sometimes do not only send the pdf version of it but we also sometimes have to send the excel version to give some better explanation because there is more details inside." Andrew: the customer decides it, if he want to have the full information..." Charles: I would say the sales manager decides basically. Also, he respects the customers wishes." Andrew: "it’s a heavy financial issue for every customer, if you have a core sent back with a core return, I think the guy from steering has mentioned, he has a core surcharge of €900 apiece so if we talk about 10,000 pieces at the end of the year by a customer, you can calculate. And therefore there is a very high interest for some guys of course to do it in a deep-dive, in detail. But for a common dealer I will say with a lower volume, sales volume, and as I said if we agree to 99% of the core return then nobody care. 

Jack: "I think often it's difficult for customers to know the whole process because they talk to the sales team and these are short official contact between T1OE1 and the customer’s sales team. Often I think there's not a lot of transparency for the customer regarding the whole process. I can just for talk for steering systems." Henry: "I'm working with the AIM aftermarket customers and I agree with Jack. So, we have a very transparent relationship. We trust, we are very close to our wholesalers. But when it comes to core handling and core management, the sales colleagues that usually are in between try to avoid the issue. It's not really an easy topic when discussing business with the customers. From the marketing side we try to reach customers, but we need to agree specific meetings to talk about cores, about core management, specific features, projects to get their feelings about the market, competitors etc. Sales usually try to avoid core handling and core collecting process discussion.

TUD
Sticky Note
The core return process requires a lot of people, time, effort, and costs.
Ben: "The problem is there are so many people involved in the whole process. This is basically the biggest issue. We sell to wholesaler, they centralize it, they send it out to their local outlets, who then send it to etc., in the end you have a chain where 10, 20 people might be involved just into checking one core or to know what, what happened to it, to one part, to understand why something is decided. And this is also complex, and difficult." 


TUD
Sticky Note
Capital binding and the uncertainties surrounding surcharge refunds are hurdles for customers. 
Charles: "We operate with a surcharge right now, which is capital binding for our customers basically."

Ben: "Because in the end it is an investment on their side, and they're not sure if they are getting it back because as much before then they have discussion with their customers whatever they send back and can we accept it, and is T1OE1 going to accept it back. He is not sure but he doesn’t want to bother his customers so he pays it out and then he has discussion with us."
Ben: "I look at steering systems and of course a truck steering gear we have core values of I think the most expensive one is ninehundred-something euros for a core. That’s a lot of money for a core."
 
Bianca: "On the other hand [the wholesaler] would have to stock new parts which are much more expensive than remanufactured parts. I think sometimes customer don't think about that, because normally this core surcharge only covers the difference in between a remanufactured product price and the new parts price and so in fact what is in his warehouse and what is the capital binding should be more or less on the same level, depending on our core surcharge policy."

TUD
Sticky Note
Not all of customers employees are knowledgeable concerning core acceptance criteria.
Ben: "And in some cases it goes up to the point where the customer sends back a part, depends on the customer, how experienced they are, but often it is just the guy standing behind the counter selling a product, getting an old product back - it looks good and he says ‘yeah, that’s fine, I’ll take it back, sends it to us and we have to say ‘sorry, we cannot accept this’. Best example is, I mean I’ve had some cases where the product sent back to us, were some of these Chinese copies. Saying OK, but we cannot reuse that because we don’t know what’s inside. And then the customer does not understand why we’re not taking it back because it looks fine, it’s good, it’s not broken, it’s not corroded – not that much, and he says, pay me my money. Big discussion." 

TUD
Sticky Note
Some core return problems are related to customers processes that are not always well established.
Bianca: "I can only tell about my experience we had several years ago. Then [an OE manufacturer]  was blaming us that we were cheating him on core selection, because he said already the quantities they don't fit together. I invited him to go to Gottingen to see and then also he realized that on his delivery papers already the wrong figures are on that one. I think that really you have to invest your time, because at the customer side the processes are not well established... mixing up part numbers, not even the quantity is the right one... and that creates always questions."

Sonja van Dam
Sticky Note
Keeping track of the time window can be hard for customers while the length of time can make financial forecasting difficult. 
Henry: "Usually this [core return] bank issue is really hard to understand. Didn't I buy this [reman part with] part number [X] from you, so I'm sending you back a core why are you sending me this core back to a bank, and then we have to explain that it has expired this 18 month time window, so this is tough."

Andrew: "In our core-back procedure we have a kind of time window for the customer. That means he has 18 months’ time to send the core back. And sometimes of course it’s difficult, end of the year, to do the forecast."

Sonja van Dam
Sticky Note
Internal traceability from selection station onwards is available, though not always automatically provided. Traceability for customers and the user experience could use improvement. 
Andrew: "If we have a more detailed and more exact tracing system in the market, it helps and supports the customers maybe with the forecast of their results. If you don’t have this deap-dive, traceability you don’t know OK how many cores are coming back and how many from the surcharge value maybe will T1OE1 pay to me till end of the year." 

Charles: "In the IAM world, I would say I am fine with it. So, we have traceability, which could be better from a user experience [on the platform] itself. So where we could do some better analysis, I guess I would wish for, but all in all guess everything is traceable [internally]. So, from the very first selection until the part is sitting in the warehouse waiting for reman." 

Bianca: "I think there's room of improvement [for traceability to support T1OE1], because we get some core from overseas so we normally do not get this information, or we have to really ask for that. So we don't have this information from the first point of selection and so there is room for improvement because that could be needed for our production, to know up front where are the cores now and when will they be back or available so to save for production."

Sonja van Dam
Sticky Note
The reverse logistics service provider's platform is an expert system that is hard to understand for users and reports often need explanation. This confusion can lead to distrust and discussions. 
Charles: "If I talk about [the platform] then this is clearly an expert system, this is nothing easy to understand and this is the crucial point where the money loss gets suspicious in that sense." 

Bianca: "But I think [the platform] is a system which needs really to be modernized so to say (laughs). Because it's not self explaining, it’s always and causing questions also at the customer side."

Henry: "If you don't understand, you will never trust the process and this is what is happening actually with, with [the platform] from my perspective... it's really complex the [platform] system. Hard to understand and to explain, and if you don't have a clear picture, transparent picture, afterwards you do not trust the system and this is mainly the issue with reman parts, so why should I buy this reman part if afterwards I have the risk of not getting refunded of this core value. And even if I try to go deeper into understanding the process and why or which are the criteria I should follow, it's not really 100% clear for me, the customer, even for the sales guys... usually it's tough for the customer to understand all the reports, because you know that there are several reports, the bank report, the balance, and the credit so usually it's for the customer to know which report is meaning what and when they finally understand that it's also hard to understand why I didn’t got my money back for this core. So usually the core rejection codes are not that clear for the customers this is what I know.  And I also know that it depends from region to region."

sonjajansen
Sticky Note
Legislation, process efficiency, ease of returns, and customer relationships are key elements of a successful reman business. Legislation can protect and support the reman business. The cogs process efficiency, ease of returns, and customer relationships need to run smoothly. Improving process efficiency can have a positive effect on the effort involved in returning cores which can benefit customer relationships.  

TUD
Sticky Note
Core return criteria need to be strict to minimize remanufacturing costs but are perceived as too strict by customers.
Andrew: "It is more the acceptance of the core return, because the people are thinking we are sometimes too, too strict with our rules when we evaluate the quality of a core." 

Andrew: "The more we are open [relaxed] with our core acceptance criteria, [the more] we spend more money for new infill, for example, products, or to buy cores from core brokers."

TUD
Sticky Note
Ensuring core quality is essential to the reman process to keep costs low but this is not of interest to customers.
Andrew: "For every core we accept and we can’t use in our remanufacturing process, we spend the money [instead of] the customers and it’s also in a % of the business."

Charles: "We talked about our external selection, the regional one, and the internal for production relevance. So what the customer is perceiving is only that first selection result, and I guess he will not be interested if we need to spend more effort for that technical part of it. He’s not even interested, he is simply telling us, ‘well I returned the part and you pay out the surcharge. That’s is. So just do it.’ So in that sense he is not even reflecting that we have to invest a lot of money and effort to do a good selection for production later on."

TUD
Sticky Note
Cores need to be checked 2x times internally but are often also (repeatedly) checked by the different trade levels, which could be more efficient.
Paul: "You have up to five points where the core in the reverse logistics is taken in individual hands and somebody is looking on it. You normally have in any case two points, so meaning with the wholesaler and also with the remanufacturer. But you might even have more than these two points and every point is causing costs. At least about four to five euros just because there is a manual handling effort and all the logistics processes around."

Andrew: "We have, due to those split responsibilities at the regional and central selection stations, we have two selections [external selection, the regional one, and the internal for production relevance]. So, one piece that is being returned from the customer, is checked twice on our end even once more on the customer end or even once more on the workshop." Charles: "What the customer is perceiving is only that first selection result."

TUD
Sticky Note
Current processes are complex due to repeated checking, invoicing, and transfer of ownership of cores.
Charles: "So this basically something that we would like to improve that parts are only checked once. And there is more to it like the invoicing which is happening in the background via our SAP systems like the invoicing, like transfer of ownership from customers via regional organization which is adding complexity up until the GMBH where we store the parts usually."


Sonja van Dam
Sticky Note
The core return service of the reverse logistics service provider is the most advanced reverse logistics system available.
Paul: "Together with the [reverse logistics service provider] we have the [core return service] and, comparing to other solutions in the market, this is, at least [in] our evaluation, the most advanced system which is available. And thus, we have good processes, although, and this would be then ideas for improvement, we know where we have and will improve."
Bianca: "I think [the core return service of the reverse logistics service provider]  is unique in the market"

TUD
Sticky Note
For certain product types, core brokers fill the gap where not enough cores come in. 
Jack: "With the core broker I can call him and say we need for example 100 steering cores for us with the following numbers on the label. And then he checks the stock and send us directly. We have direct contact to them so it's a different relationship [in comparison to wholesalers]."

TUD
Sticky Note
Getting enough cores is the most challenging part of the reman business. This requires choosing the right core value and not being too dependent on other parties.
Henry: "The most challenging part of the business, is to get the cores. I know that some of colleagues in other business units want to set up a reman production line and they couldn't just get the cores to start it up, In this case it was turbochargers, and what they found out was that the cores were not coming back, because competitors and customers were keeping the cores to repair, so we abandoned the business.

Ben: "In case of steering systems the biggest challenge is really getting the cores from the market because the volumes are very low, especially in the truck business. The failure rate of these steering gears is a lot [poorer] than any of other products. That means there is already a lot less available cores and of the ones we recover I know we can only reuse about 60%. All the rest is to be scrapped because of the condition." 

Jack: "For every new part which we sell we don't get back a core and at the end that [core becomes available] in the market [for] a core broker or a third-party remanufacturer. So, if we can get back cores from new parts, then we have more potential for remanufacturing because we have more cores and also, we have less competition."

TUD
Sticky Note
Government should push remanufacturers and workshops to offer reman.
Dan: "If a lot of countries today like France, they are pushing the producer to do more and more remanufacturing, they also have to control the whole process and say, the [product needs to get] remanufactured, and not only new products into the [reman] box."
 
Andrew: "We need to do something from the government side, as we did for example in the 90’s, with this 'autorichtlung' where the government, said [to] the car manufacturers, ‘ok guys you need to take the cars back and you need to reuse 99% of the complete raw material of the car in a recycling procedure’ "

Sonja van Dam
Sticky Note
Cooperation between remanufacturers is important to create standards, uniform procedures, and reduce customer effort.  
Andrew: "There are some cooperations within, VAUDEA for example is one, APRA maybe could do something. Or in this case to discuss this more with, not only with the customers, even with the suppliers, with the remanufacturers, to bring the people together, the key players on the table and to discuss this topic. I think here more room for discussion and to meet each other, customer and supplier, to find standard solutions for the market, for this business. It would help both parties." 

Andrew: "We need more international meeting possibilities, platforms to discuss this, to bring the whole business in a standard, for everybody, [to] talk about knowledge, headcount, effort. Because many things here  in the discussion [are related to the] different processes from every supplier to the customers, sometimes country-specific procedures. And when a wholesaler has two or three reman suppliers in his range, he has two or three different procedures and I think such kinds of meetings where we would really discuss half a day in a deep-dive, in processes and what’s possible to improve, it’s essential."

TUD
Sticky Note
Legislation can help keep remanufactured products attractive in comparison to copies. Additionally, legislation should give clarity on when a company can claim to have a remanufacturing process and which percentage of infill is admissible. 
Andrew: "I think there will be no change in the markets if we don’t get any support from this side [government and legal rules], from the European side.”

Dan: “I think the government behind the title remanufacture, they should really also demand and asking producer to show that they are really putting into the box a product which is remanufactured, or will be remanufactured. But if today you are allowing everybody to put into the box a new product, a copy, then for sure it is difficult to compete against most products if they are so cheaper... I think the legislation should say Ok, it is not allowed to put a new product inside a remanufactured or you have to show that you also have the process for the remanufacturing and deliver some of those."

Ben: "It all starts with clarity around reman concepts, from, legislation point of view. Looking in a completely different world in Germany you have the return of old plastic bottles. It doesn’t matter which brand and where you buy it, but there are three guidelines on how this happens. One is paid out when you get your money back, when you don’t get it back, and people can complain what they want about it but that is the way it works and it's not nice of course, it’s forced upon people. On the other hand, it’s very clear and if you have clarity already on a concept, this helps creating acceptance and it reduces already discussions and if people understand it, this is the way it should work because it’s regulated. Regulations help."

Ben: “When it comes to repairing a car, if [the car owners] can save ½ a euro somewhere, they are happy to do so, but without understanding the potential consequences [for safety].”

Dan: "The wholesalers just look on the price. When you do remanufactured product, it is not so nice to look at as the new one... Without legislation behind this, then you can’t tackle it because they are really driven with the price and putting this price pressure back on the producer."

TUD
Sticky Note
Legislation is prohibitive to reman in certain countries.
Andrew: “In eastern Europe it is not possible to sell reman due to the core return processes and the legal rules and something like that. Even in Turkey it is forbidden…we have for each and every country different rules... it costs a lot of money: we need to implement and establish country-specific procedures"

Charles: “like in one market you could have to different lines on the invoice, one for the product and one for the surcharge. In other markets this is not allowed at all. 


TUD
Sticky Note
The differences in V.A.T. legislations complicate the reman business and invoicing. Examples are the time between invoicing and reimbursing surcharges, the extra work involved in sorting out procedures, and the different procedures that need to be applied in different countries, which is particularly challenging in cases of customers operating cross borders.
Bianca: "we have very different taxing laws all over Europe. So not one tax law which applies to all the EU."

Paul: "there is no implementation guideline from the European Union: How value added tax has to be accounted for, has to be dealt with. And this means that you have a, especially in reverse logistics where you always talk about processes which are a little bit different than what our most people are used to, a lot of discussions with the local tax authorities."

Bianca: "this is the biggest issue we face here yeah, because we are selling at one point in time and after 12 months somebody's sending something back which belongs to this invoice which was issued already 12 months ago."

TUD
Sticky Note
There are different (quality) standards concerning remanufacturing, the replacement components used during remanufacturing, and what can be placed in a box labelled as 'remanufactured' (e.g. the percentage of reman products  vs infill). This creates an unequal playing field.
Ben: “I have the impression that everybody can say whatever they want. ‘I am selling a reman product, top quality, OE quality, whatever, when in reality we know that it is in principle not possible… nobody is able to check… and it is difficult to show what is behind it, and to make them understand the difference.”

Dan "Nowadays we see more and more this kind of new product fill-in put in the remanufactured box. Ben: We also put new products in the boxes... but we do it with the intention of remanufacturing components. 
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Explanation of elements

• Cogs are the drivers to successful reman. They
are essential elements to the process
o Some cogs are currently not running optimally

• Oil: opportunities, a way to make the machine
run smoothly

• Rocks: threats or challenges that give friction
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TUD
Sticky Note
Phil: "We definitely align our strategy based on the situation in the market, so the core surcharge is setup, accordingly to what's happening on the market [...] We watch the competitors and watch the third party reman and align the core surcharge based on that."




TUD
Sticky Note
There is room for improvement to give traceability further down the supply chain.
Phil: "traceability might be the topic well, the customer, especially the bigger will surely want to track each return to his final customer. This is a place for improvement.
Phil: customers wish to put some reference to each core return. And they need to see [the] reference on the core credit note in order to be able to do very internal core management. Imagine if you are, a wholesaler, who has 50 [...] customers, and each of them returned the cores and you need to track these core returns in order to be able to pay them the core surcharge as a wholesaler. So this was a request raised recently to have a reference which customer fill in, either via our web pages, when he's putting in their core return turn, or in the PDF form he will fill in some reference and they need to have it on the core credit note. And this is a bit tricky, it's so... challenge for us, but definitely something which we might be able to implement and which might help our customers a lot."


TUD
Sticky Note
The bonus system has some advantages over the surcharge system but it is uncertain if these weigh up to the disadvantage

Sonja van Dam
Sticky Note
Core assessments are generally trusted but it could be good to give customers a compensation for rejected cores. There could be instances that customers want them back, e.g. to sell elsewhere. A compensation could prevent rejected, and therefore potentially unsafe, cores from being remanufactured and entering the market elsewhere. 
Phil: "we don't have a logistic process ready to return [rejected] cores [to customers]. [...] but I already raised this topic to to management because on my previous position at [another company] we have one or two customers, big customers, where we simply need to collect the rejected cores [...] I feel it might be become a topic for the future. That we that will we will need to implement something to handle this."
Sonja: "you seem to have the feeling that your customers do trust you. So distrust in the assessment, do you recognize that at all, or is that something that you feel does not really happen in your case?
Phil: "Uh, I feel it might be become a topic for any future. That we will need to implement something to handle this."

Sonja van Dam
Sticky Note
Decoupling physical and financial flows would decrease effort for (end) customers 
Tim: "it would be easier for the workshops if he can put all the cores he has into one box, it's picked up by someone and it's also already noted OK, it's this [workshop]. Without going via the wholesalers." 
Victor: "We have a wholesaler than we request the pickup directly on the location of the workshop itself."
Tim: "Yeah, but the customer needs to request it and needs to fill out a form. But why does he need to do that? why can you not agree with the customer? OK, if the truck is passing by every two weeks, come, stop, you will get the box, or you get half a box, and you continue your trip. [...] In a ideal world I would directly go to the workshop. [...] there are of course two different financial flows, [...] But in an intelligent system, this could be working and then even the workshop doesn't have so much pain and they become relaxed in the whole system and they trust. OK, I put it back in the box because on the box label it is marked where it needs to go back and the customer. And I can put everything in one box. It's picked up and it's sorted afterward. And worst case scenario, the wholesaler needs to put on the label a sticker from him where his wholesaler number is also identified." 

Tim: "But this is just an idea I have that we can set up a better system to make it easier for every partner in the return chain, to minimize their efforts. As long as this can be managed in the systems. The idea is really that we pick [cores] up, you pick it up directly at the service stations, but the information that the core has been returned goes to the wholesaler as well as to us, so the credit notes can flow. And that could also open up the transparency of which cores are coming back at an early stage and not when they're nearly already at the production plant."

Sonja van Dam
Sticky Note
A generic or harmonized process for all remanufactures would decrease the effort for customers but could impact customer relationships, allmakes and 3rd party reman
Phil: "Yeah, this is exactly the feedback we are getting from the customers that they have 50-100 other suppliers. We have these rules, but other supplies have their rules."

Tim: "[For every remanufacturer] it’s a different partner, a different phone number, different box collections, so you need, it occupies square meters. And actually, the customer doesn't have anything from it. It's unnecessary working time.  So there is a big improvement potential for for the end customer to to be able to to handle all this. To make it easier, identification, and so on."

Frederik: "I see it critical that that there is something like a one, unique or let me say at least, harmonized way of handling"
Tim: "if all cores from every OEM would go back to one selection point where they are sorted, the relationship between the customers and the OEM's cannot be maintained […] for the end customer that would be easier but it would make an end to all makes and 3rd party reman." [...]
Frederik “if you know about the forward logistic you can say OK, we ensure the same spread of reverse. […] everybody [remanufacturers] gets from the cores which are available the same split.”

Tim: "I think [harmonization] would dramatically decrease the costs of the reverse logistic. If every company is part of the reverse logistic, it's not so many individual solutions need to be existing in the world, so it would from a from a software point of view from management point of view definitely reduced the cost for each individual company."
Frederik: "Yeah, scale effects"

Sonja van Dam
Sticky Note
Educating, give feedback to, and proactively informing wholesalers and workshops would be beneficial
Phil: "for [...] the final customer, which is usually some kind of workshop, for them [core handling is] something additional, something which, I believe, they need to be somehow educated. They need to see some sense in this because otherwise they won't handle the core properly. They even might damage the cores. So for them it’s more effort to put on disassembling the part and our task is to explain them why they do is."

Victor: "When we are requested we can explain, we can help but. Yeah, But we are not actively offering such as support [ to wholesalers]." 

Victor: "[...] what we learned a few months ago that the customers do not know what is inside the report. […] So now will be the best time to educate those customers to show them: [this core] report shows this, [that core] report shows that. And you can do this steps to improve your situation to make it better for both of us."

Sonja van Dam
Sticky Note
Incentivising overreturns would be of interest to T1OE2 if the price is right
Victor: "[customers] are so much used to the bonus system that our competitors are using. Therefore they are sending anything and expecting that we would pay for it. Immediately."
Phil: "Yeah."
Bea: "OK, that's no option because we cannot pay a surcharge which is higher than what we would pay a Core broker. But maybe this would be an idea to buy it from them instead of buying in from a from a Core broker. If we need it for the production. So that it really comes in our hands."
Phil: "Yeah, well, a smart customer would already sell it to to a broker and not send it to us." 

Sonja: "Would you potentially be interested in being able to buy those excess [T1OE2] cores?"
Victor: "Yep."
Phil:  "We do. But definitely not for a core surcharge value. It must be price acceptable by customer. It also must be a price acceptable by our production because in many cases the infill for us is still cheaper variant."

Sonja van Dam
Sticky Note
Chinese copies are a relatively minor threat within the trucking industry, and then mainly for older trucks. Copies could become a bigger threat in the future and the challenge is knowing this is time. Currently, the main indicator to know whether copies are becoming a bigger threat is Chinese cores being returned. This means there is a large delay in being able to assess the threat. 

Victor: "yes, we recognize this. We see this also as a threat for us, because, uh, when there is a truck somewhere close to the end of a lifetime [...], then the owner really looks to make the cheapest possible repairs again. And frankly speaking, we as T1OE2, even when we are the best quality in the field of those products that we are offering. Those are also a little bit more expensive. And much more expensive than the Chinese copy. So for the owner then he needs to evaluate how long he needs to drive the car more, or the truck. And depending on this he will take a risk to purchase Chinese copy for 10% of the T1OE2  product, even he knows that it will maybe last for few months only. So it's also a threat for our side. Nevertheless, we are depending on our quality. Everybody will put purchases T1OE2 product knows that he can depend on the quality that it will last enough for the money."

Sonja van Dam
Sticky Note
Effort, surcharge, fleet size, age and potential sale of the truck, influence choice for newman vs reman. 
Tim: "The most important reason we do reman is two points. First, it's demanded by the customers to have this value related repair for the vehicles […]. Secondly to grow the aftermarket […] and turning towards the circular economy." 

Victor: "in case that you are purchasing reman you also have to take care about proper dismantling of the old part […] check it thoroughly too. Let's say we have the core [return criteria document], which exactly says what you should do[...] how it should be packed, where to send this to, whom to call whom to send an email too. So these are some additional jobs that are taking 10-15 minutes more to work with the remanufactured part itself."

Victor: "unfortunately for reman you are obliged to get the surcharge from the customer which increases, in total, the price [so that it is] higher than the service new one. [..] this is quite a big obstacle for the remanufacturing right now." 
Phil:  it's a burden for the customer to pay the core surcharge, to handle the core. […] Yeah, but they don't see the reuse of the product […], less impact on the environment and so on." 

Tim: "If [the owner] wants to sell [a truck] in the future, he's more likely to exchange a worn out part with a remanufactured one. […] The industry is under a certain price pressure. […] it's a pure market age truck demand. When the truck is new the customer is of course more likely via the original equipment OES channel to exchange it with a new component, but when the truck reaches the age of 8-9 years, he weighs his options more thoroughly on what spare part he uses."

Tim: "the lifetime of remanufactured product is not identical to a service new product. […] So there are certain calculations the owner of the truck must do in order to decide what kind of spare parts he puts in."

Sonja van Dam
Sticky Note
The core handling and financial settlements creates a lot of effort for customers
Victor: "And also that burden that they have to really establish some core management in their company. it's not only about handling the cores, to put them back in the box and send them back, but also the financial things around storing them, how to store them, not to store them outside, under rain, and so on. So these kind of things are much more burden for them than the benefits may be."
Phil: "Yeah, exactly. The cores go back [from the workshop] to the dealer itself, to the wholesaler and they need to do some inspections before [they] send it to us in order to check the quality. [...]"
Tim: "Yeah, that's the biggest challenge in the industry. [For every remanufacturer] it’s a different partner, a different phone number, different box collections, so you need, it occupies square meters. And actually, the customer doesn't have anything from it. It's unnecessary working time. So there is a big improvement potential for for the end customer."

Tim: "All this process is extra work, or which they outsourced, and as not only [we are] doing reman or and having the core, but more and more companies are doing it, it's it's becoming a a challenging add-on for for our customers."

Sonja van Dam
Sticky Note
There are alternative ways of incentivizing core returns but all have drawbacks
Tim: "[Competitors] have a bonus system. Uh, if you return a core, you get a bonus system at the end. Then you have it included in the price. It's this classical game, I  sell you a book for €10, but you need to pay me €5 shipment. You won't buy it. I sell it for €15.00 with free shipment and you say yeah nice I don't need to pay the shipment. It's exactly the same, so this is how the competitors are doing it."
Bea: "Do they have a better core turn than we have?"
Tim: "No." 
Bea: "And higher sales?"
Tim: "No. I don't, I'm.. I don't think so."

Sonja: "Do you think that T1OE2 should consider [the bonus] system?"
Victor: "No, definitely not."

Victor: "On other side [customers] are so much used to the bonus system that our competitors are using. Therefore they are sending anything and expecting that we would pay for it. Immediately."
Phil: "Yeah."
Bea: "OK, that's no option because we cannot pay a surcharge which is higher than what we would pay a Core broker." 

Phil: "[a delayed or deferred core program] means that the core surcharge is not being invoiced with the immediate purchase of a new product. But after this validity window. So maybe in OK, so after 12 months unless the core is returned inbetween. Yeah, today the core surcharge is being invoiced directly with a new product."
"Bea: So meaning like a penalty instead of a bonus program. Customer would understand it like that, I would say."
Phil: "Yeah, something like that. This is something what is being used [by a company in the] US , and would mean a lot of stuff, discussion, analysis how it works, how to motivate the customers to return the cores? How to how to avoid the discussion further or or even get the payment from the cores when they haven't returned it so. But definitely something to consider or bring a core program which doesn't involve the core surcharge at all. But it's even more challenging question."

Bea: "We have also core revenues, and we are benefiting as T1OE2 from, I don't see a chance to change that at  the moment."

TUD
Sticky Note
Expired cores lead to discussions because customers are loosing their surcharge
Phil: "Yeah, and we we like we have a lot of discussion about these expired cores. And it also started growing with the COVID situation."
Tim: "They bought it maybe 12 months ago and they didn't sell it due to the decline of the market and then the core surcharge expires. [...] the rate of buying a product and having it sold is a maximum of 6-7 months. So these 12 months, or in the system it should be 13 until it's expired, so it should be long enough so that the customer should not feel it. But during the pandemic it came up. Quit frequently now."

TUD
Sticky Note
The delay in receiving back surcharges leads to discussions because of the effects on cash flows, particularly with smaller customers
Tim: "[during pandemic] for especially the workshop and the small customers. They are somewhere financially struggling to have free cash flow [...] And that's I think also the reason why the smaller ones ask, can you please not wait till end of the month because they also need to pay their bills. [...] it will constantly come up in the discussion by each customer on the annual contracts. [...] They say there would be freer in their activities if there wouldn't need to pay upfront our surcharge."

Victor: "The bigger ones they do not have a problem to wait until the end of the month. But the smaller ones can see this as an obstacle from our side that we are making this kind of a clearing job only once a month. And often they are telling us that, please do it immediately. Please do not wait until the end of the month."

TUD
Sticky Note
The collaboration with large professional core brokers are perceived well as they understand the know-how and acceptance criteria, but usually comes with higher prices for the cores.

Victor: "Those scrap yards and those people around (core brokers) are not working as a normal automotive business as we are used to [...] Nevertheless, they are very friendly. [...] This changes from region to region. [...] We are trying to really build friendship relationship to convince them to sell all the parts in lower prices. [...] This professional approach which we found is more costly."

Victor: "They purchase it from the scrap yard for example for €10 [...] but he’s trying to sell it to you for €100, and that's again a feeling that they are really trying to rob your money."

Phil: "They often very simply don't provide what we are asking for, and they start to search the cores only based on demand. [...] The bigger the core broker is, the bigger risk he can take and start to collect the cores before the demand arrives. [...] If he's in business for a longer time then it's visible that they have some level of professionality. They understand the core acceptance criteria well."

Tim: "A lot of corebokers they send pictures but the information about what you're actually having or what is the age of the core, what's the exact product number, it's not always provided [...] They do not do reverse engineering process to know which cores are really suitable or not."

TUD
Sticky Note
Oursourcing complicates the customer relationship
Frederik “[outsourcing] makes it more distance and less direct influence. […] if I then tell the purchaser to say hey, be aware of your returns? We got some money in our bank, yeah? Message received, as long as he is responsible for that money. If the responsibility for that money is transferred to the external provider, bruh, messages not received any longer at that purchaser."

Frederik "it becomes a more and more strategic decision to whom to send the cores back, cores back. […] The external service provider now is, kind of, one level behind our influence, of making sure that we want to have the cores. Because we want to have the cores first, yeah. But if somebody, which is not in a relation to us directly, to our sales organization directly makes this decision at the very end. It it is kind of a risk for us."

Sonja van Dam
Notitie
Altteilsteur is an additional tax applied on cores in Germany, which is a hindrance to reman. 

Tim: "the big issue within the European Union is the famous German core tax we have. Which is a hinderance to the business and the core business itself."

Phil: "I think for the process would be best to not have any tax on core surcharge because it makes things a lot complicated."

Tim: "It's a money we need to pay to the state that increases the costs of the product to the end customer."

Tim: "There are lot of still a lot of things that are hindering that. I mean look at what we're having in Germany we have a core tax yeah? Altteilsteuer. Then you can't transport everything. Declaration: Is it rubbish, is it new product? This is all something that is not only hindering us as T1OE2, which is a challenge to our customers and which makes all this so complicated yeah. If this could be overcome, at least only in the European Union and maybe including UK, then you can compete as Frederik set on quality level."

TUD
Sticky Note
Although no big legal barriers are perceived by T1OE2 for the crossborder customers, different tax processes lead to financial delays and inefficient transportation routes. 

Tim: "We have discussions of not getting the surcharge back or not on time or sometimes due to tax topics or from one entity to the other. If a customer has in different countries legal entities, then there might be a mixing in the SAP system and then of course it's a payment delay and this is then not nice for the customer."

Phil: "We have a wholesaler in Hungary who is signed to Czech Republic and other countries and if we get back the cores then VAT determination is really a pain. [...] The standard process would be to return the core to Hungary, collect it there and return it to Czech Republic. But it's more efficient to get the cores directly from the Czech customer, but then it's really painful for the VAT expert and to implement it in SAP is a disaster."

Sonja van Dam
Sticky Note
The legal restrictions of some countries and the protective market business is the reason why there's no core return program implemented there. T1OE2 is able to sell parts to those countries, but not get them back. 

Tim: "Outside EU we have the restrictions where you cannot sell reman parts [...] where the market is restricted by law. So we are not able to sell reman in these countries. But otherwise there are no legal restrictions."
Phil: "We have many countries where we have no core program implemented. And it's usually because of these legal restrictions, but we sell mainly to countries outside European Union.[...] We simply are not able to get the cores back from these countries, so we we can't offer [our reman] products further [...] But across EU, the process is harmonized and the same [rules] are used in each country." [...] "It's not that we can’t sell the reman parts, it's what we can't import these there. In the countries there is reman program but it's a local one."

Tim: "This legislation topic towards Russia and Turkey is nothing that can be solved within the industry. That is protective market business. Same as the European Union has."

Sonja van Dam
Sticky Note
Customer relationships are important to have a functioning system
Research assistant: "How important is it for you to provide this trust and transparency for the relationship with your customers?"
Phil: "I believe it's very important."
Victor: "Yeah, exactly, because once they will not really rely on our numbers or the information that we are providing to them, then there will be a lot of questions and definitely we will not have enough time to do the rest of the jobs. So I believe it's very important and we are depending also on this."

TUD
Sticky Note
T1OE2 actively strives to create trust and transparency and in general, customers trust T1OE2's assessment 
Phil: "[big customers] understand the core management and they don't doubt our process or reason to reject the cores. And even if they doubt it, we have a lot of information we can provide in order to justify our report and all figures."

Frederik “I always uh chase my sales guys to go to the customer and say ‘hey dear Mr customer, you know, we have a million from you on your bank account?’ and this is not an easy task for a sales guy to go to a finance man in a distributor. […] But since we are communicating openly with all those things, we have created a very, good relationship and a trustful relationship. I would say trustful and transparent and we have quite a trustful, transparent organization with regards to that.”

TUD
Sticky Note
Safety and Quality are assets of T1OE2
Victor: "Nevertheless, we are depending on our quality. Everybody who purchases T1OE2 product knows that he can depend on the quality that it will last enough for for the money." 

Phil: "Collecting the cores back from the market prevents third party reman or some garage reman which at the end would be even a safety risk and we are in a truck field. The safety is important here."

Sonja van Dam
Sticky Note
T1OE2 has a good name
Tim: "Victor, we can name T1OE2 as such [as an] asset. Being T1OE2 still counts. Correct Bea? Being T1OE2 helps a lot." 

Tim "T1OE2 is financial stable, a very stable company to have money on a bank account of T1OE2"

Sonja van Dam
Sticky Note
T1OE2 strives to be as transparent as possible by providing extensive reports, which has a positive influence on their customer relationships. 
The reporting to customers is seen as an strength of T1OE2 (Mural board).
Phil: "I never got into a situation where transparency would bring some drawback for T1OE2." 

Phil: "For the core return for IAM customers, we received and sort out the shipment. We have a core [report], where the customers see the summary of his core returns. [...] with the information what quantity they have announced [...] What was OK, what was not OK? If not OK there are reflected 2 main main damages which we found on the on the cores. [...] And in case of an OES customer,  we send a core report made specifically for OES customers with all summary information related to the cores, so core received, core accepted, delivered to final product, core issues to production, and any other information. In [OES] case the process is slightly different. IAM customer received feedback right away [2-3 days], once we close the shipment, sort out and close the shipment. And OES customer at the end of the month."

Phil: "We are working on scoreboards to bring as much clarity as needed. This one report is everything needed for the customer, to take his score, to check what's the stock level of cores at T1OE2, what was the consumption and so on.
Victor: "More or less to bring the fruits which we learned [from] the IAM customers [to OES customer], that both of them will be using the same report"

Tim: "So your customers have always the possibility to check the status of open credit notes and whether they have cores to return and when they expire online [in the webshop]."
Phil: "Exactly, well, so it's another report. It's called core statement report and it simply shows the core bank status of the customer. With all relevant information, what would expire in the next three months? What was credited a given month, what quantity we have accepted and so on."

Sonja van Dam
Sticky Note
T1OE2 is lenient in comparison to competitors in how strict they apply their core acceptance cirteria
Phil: "I have to point out that T1OE2 has a very customer friendly core acceptance policy and we generally don't reject the core [...]. We scrap the core eventually, but we anyway pay the core surcharge back to the customer for the product."

Victor: "we are not as strict as it is written inside our [core return criteria document], which is normally provided towards our customers."

Sonja van Dam
Sticky Note
A good customer relationship is ensured through clear communication with pictures regarding core rejects. The process is different for IAM and OES

IAM Phil: "The process of evaluation of quality of the [IAM] customers of cores from the customers we call it high attention analysis. Then it's a separate process and any communication regarding the quality returned, regarding the pictures for rejected cores and anything else, it's separate, it's handled separately at this moment."

Victor: "[Customer's trust in assessment] is exactly why we are putting the photos [...] We are including the photos of those rejected ones so [customers] can easily see what the problem was, where was the problem, and why we have rejected this."

Phil: "We always tolerate and we take the pictures only when [we escalate a customer…]. We start to take the picture after the escalation and if you get a bad performance in a certain quarter, you get escalated. [...] Victor: "once they are [escalated] we are not rejecting those cores, we only inform them and start to make pictures for the next evaluation, when they can be escalated [again or] de-escalated back to normal status. 

OES Phil: "in case OES we always take the picture of rejected core. For all OES customers"
Research assistant: And do you have the same the same escalation levels? 
Phil: No.

Tim: "[the] transparency we're giving them in ok you sent 1000 cores, you will receive [reman parts in return]. We sorted them, we needed to scrap another 90 cores, but here are the pictures of them and and these were the scraping reasons. This is perceived really well"

Sonja van Dam
Sticky Note
Decreasing the effort for customers in returning cores is critical to the success of the reman business but has the most space for imprevement
Frederik “As long as a competitor in reman business can 'overpaint',  I will use a technical term, 'overpaint' it's quality difficulties by using processes which are favorable to the customer, he gains market share.”

Sonja van Dam
Sticky Note
Quick feedback towards IAM customers gives traceability but there is room for improvement down the supply chain
Phil: "IAM customer received feedback right away, once we close the shipment, sort out and close the shipment. And OES customer at the end of the month." 

Phil: "traceability might be the topic well, the customer, especially the bigger will surely want to track each return to his final customer. This is a place for improvement."

Frederik “We try to automatize, all parts of the processes when it comes to reportings and shipments. This has been automated, but we have not really much automated in the past, the recognition of parts and all these things which are needed to be able to say yes, this core: I have to take it, put it into that box and send it to T1OE2.”

Sonja van Dam
Sticky Note
Customers need to return cores within 12 months of purchasing a part or otherwise they will lose their surcharge. This is a drawback for customers but has financial benefits for T1OE2
Phil: "We have a core validity window for cores. It's 12 months. Uh, so the customers who buy a product have 12 months to return the cores to in order to get this core surcharge. "

Phil: "If there's a good reason to [extend the core return window], we usually discuss with our top management. [...] If it is still [returned] within the certain year, then it shouldn't affect our so called core revenue, which is a profit with expired core surcharge. It's pure profit for T1OE2 and the core returned by customer gets to excess return cores and it will stay in the core bank until the customer buy same product. [...] Customer won't recognize it unless it's very small customer. They don't see this. That's why we have some reports available where the customer can see the expired cores for a given period."


Phil: "Nothing critical, only exception was last year where we extend the core due date [...] because of the lockdowns. Usually the background is very reasonable and understandable. And to for T1OE2 It's not a loss to extend the core due date. But I always say that if a customer wasn't able to return anything this month that he's anyway not going to be able to do it next month."

Sonja van Dam
Sticky Note
Over-returns are hard to keep track of for customers but the extended overreturn window is a competitive advantage
Frederik “ I can tell, the most competitive area is the duration of  overreturns."
Phil: "this core validity window for over-returns [...] is 24 months."

Phil: "We keep the core [that was handed in too late] in the core bank, as an over-return, as an excess core return. And at that moment actually, customer lost his core surcharge, but since he is buying a new product so, again and again then, this loss is not visible. It would only be visible when he stopped the complete business with us. [...] so it's on customer to manage his core bank with T1OE2, to check it, what he's obliged to return and what not. And also to monitor the expired cores. But now with the [corona] crisis customers watch quite closely."

Phil: "I can already see the, increase in volumes of cores, which is returned without the previous open balance in the core bank. [...] it's never ending story and it's keeping accumulated of the customer. They either send more cores than they purchase of the new parts, or the core surcharge expired meanwhile, they return the core, and with no surcharge in the core bank it goes to excess core returns. We don't have a process now to deal with that. It would be very tricky if the customer comes back to us and say, OK I have this over-returns. Oh, I want my money back. I want to core back. It's not a property of T1OE2."
Victor: "It's a lot [of money]."

Sonja van Dam
Sticky Note
Large customers are outsourcing core management and are therefore becoming more aware of how much it costs. Outsourcing also complicates customer relationships
Frederik: "They are more aware [...] not what the goods costs, but what the service costs. I mean in the past, within their warehouse, [...] they had two employees which had no infrastructure, nothing, and they just did nothing else than sorting cores. That was the ‘dirty’ part of their business [...] and they did their work, but the exact process costs were never clear. Now they sourced it out to these specialized companies and these specialized companies are just doing it and then writing an invoice. Monthly: that much. And now it has a value, and their customers, or dealers, are coming to us and saying OK we pay a lot of money to do all that effort for you. And they mentioned the same in the past but they had no figures. Now they have figures.
Frederik: "The pressure is on on our side to to reduce that cost of that service for the external supplier, or even if it's in house, also for the in house."

Frederik "But the relationship does not exist since it has been outsourced. […] Dealers we have a relationship too, but not to their external service providers. [...] It's around 5 to 10% of our customers which are outsourcing. But if you look to the turnover, they represent nearly 50%."

Sonja van Dam
Sticky Note
Customers have difficulty understanding the reports and there is a lack of process and know-how, particularly when there is no core management department
Victor: "I will not say that we can improve the transparency itself. I will say that really we can only improve the knowledge what to do with those reports because from our side I believe we are giving enough information for them but they are not able to use it."

Victor: "Yes they do [ask for explanations on the reports], it's depending on their size and the size of their core management. Because if they have their own department of core management, well established, they are keen to gather information, [...] and once they understand the report they have all the tools they can need to work well with the cores of us and also their own money. Nevertheless the small ones which do not understand their own core management: how to do it? Then I believe they do not even understand what the core [report] looks like because even they are receiving it into their mailbox, they are never opening it or trying to understand it."

Understanding that returning 100 cores does not result in 100 reman parts is challenging for OE customers. Tim: "because a lot of purchasers are really purchasers and have not so many technical backgrounds. And it's a big challenge in this relationship negotiation." [...] "It doesn't affect the processes, it's just more the necessity of explanation that has repeatedly to be done."

Victor: "sales people are contacting us with some questions from the customers immediately after their meeting with the customer itself. […] all those information they are normally able to read in the core [return criteria document], they are all a little bit lazy. And they're asking then our sales guys and they are reporting to us."

Sonja van Dam
Sticky Note
Customers lack of core management departments is seen as a main challenge to customer relationships. Establishing a department has benefits for the customer but requires effort and investments. 
Victor: "And also that burden that they have to really establish some core management in their company. 
Phil: [...] if you are wholesaler and have 50 other customers, 50 ship-to’s. And then you need to understand who you sold what."

Phil:  "In some cases the wholesalers expects somehow, [that we] monitor who, which customer return the core on behalf of them."
Victor: "But nevertheless, we can say that, the bigger the wholesaler is, or bigger the customer is, then he understands the need to have somebody who's taking care of his core management topics and is really helping them properly because it's also his money which he's able to lose from this. Nevertheless, to establish the core management department in their own organization of course costs money." 

Tim: for a small customer. It's also understandable if he builds up a core management, he needs to have a person for it. [...] so is this increases his costs also.

Tim: Let's also then make [a post-it on the Mural board] a lack of core management on customer side. 
Victor: You can make [the post-it] much, much bigger. This one because it's a very important thing.

Sonja van Dam
Sticky Note
The surcharge results in capital binding for customers down the supply chain, which reduces available cash flows. 
Tim: "we were having a huge amount of money from the customers on a bank account for them. T1OE2 is financial stable, a very stable company to have money on a bank account of T1OE2, it's a safe bank account. You will not lose the money. That was how it was perceived. Now during the pandemic and with the decline of the market, less transportation, less turn over, less business for especially the workshop and the small customers. They are somewhere financially struggling to have free cash flow."

Tim: "The general feedback we get from from our sales colleagues is always that we have this up front core surcharge. Uh, which is a big differentiation from T1OE2 towards the rest of the industry. For new customers, the biggest burden always when we start a new business and they do initial stocking on their side. They need to pay the core surcharge as well, which is is always a big amount of money and this is perceived of course negatively in the business."

Tim: "[discussion on surcharge are] less than a couple of years ago" 
Frederik: “Customers they don't have to pay negative [interest rates on our core bank]. Yeah on the bank they would have to pay negative charges, but if on the bank they would get 2% I would have some doubts whether they would not ask the 2% from us as well.

Sonja van Dam
Sticky Note
T1OE2 identifies customers who return cores that don't meet their criteria and gives them feedback through pictures. Only if their cores are flagged repeatedly do they start to reject cores.

Phil: "We have a special evaluation of our customers based on their delivery performance and quality performance and on quarterly basis we evaluate them and eventually escalate, [...] And only if we [flag them repeatedly], only then we start to reject the cores for one. Customers have quite a lot of space to improve the quality of return cores and to avoid this. [...] I believe this is very beneficial for the customers."

Phil: "When the core sorter starts to sort out the cores from escalated customers, the system is already reflecting this and asks for the pictures and so on."

Sonja van Dam
Sticky Note
T1OE2 uses a core sorting application to assess the cores that are returned from IAM and OES customers. During the assessment they don't strictly follow the core return criteria document, unless a customer has been flagged repeatedly. 

Victor: "We are not that strict as it is written inside our core [return criteria document]. We are only strict in case [the customer has been flagged repeatedly]. 

Phil: "The [core assessment] process is very similar [for IAM and OES customers] and any division will be managed by the application which is being used on core sorting."

Victor: " Unfortunately [the core return criteria document] is not signed by the customer as a contract, it's just a guidance for him. We are also working on this right now, that our customers, besides of the customer contract itself will also sign this [core return criteria document] so that it will become more of an obligation [to follow the core acceptance rules]."

Sonja van Dam
Sticky Note
Providing safe and high quality parts for reman is important for T1OE2, especially in the case of the all-makes program. 

Tim: "We're doing it [reviewing design changes of other brands] regularly. [...] for all-makes products we need to review the market constantly to see if there are any [design] changes. And find out why these changes were made to consider any safety critical."

Tim: "You're not allowed to copy software. [...] You're also not allowed to extract the software and put it onto another product [...] You need to have the legal requirements to be able to manipulate software, especially on safety critical parts. This even accounts for our products. Not every service station is allowed to handle mechatronics software. There are personal codes behind when you upgrade the software over the whole industry, so in case there would be an accident by the truck and it's due to a wrong software change, it's a person code noted in the software who did the changes. This is how it is protected."

Sonja van Dam
Sticky Note
Most of the customers don't send the cores back in their original box yet, which can lead to damages during transportation.

Tim: "We're telling our customers please put the core back in the box and send it back in the box and we have one customer that is doing it 99% of the time and the rest are ignoring this. [...] The benefit for the customer would be that he doesn't need to scrap the box [...].The costs are on our side. [...] To put [the core] back in the box where [the customer] got the product from would be an amazing improvement to the whole business."

Phil: I even wish to extend the transparency[…] it's related to the shipment of cores the pallets and the boxes, how they are damaged and this kind of feedback. 

Tim: for us, reporting, sorting is identical [for OES and IAM]. 'Cause we also get a shipment from them. We need to sort these cores as well. We need to report it, we need to store them into their boxes so we do not mix OES and IAM parts.

TUD
Sticky Note
At T1OE2 there are two main processes that are essential for successful reman: Maintaining an inventory of sufficient cores and ensuring safe and high quality cores are used for reman and returned by customers. 

Sonja van Dam
Sticky Note
When there are no sufficient spare parts for reman, infill takes place with service-new parts.

Tim: "Infill is a natural part of the remanufacturing. We have the service new product we can use as an infill in in the reman business, so we do not have the need to infill with any third party product and we will never do that for T1OE2 product."

Tim: "You never have a a full 100% loop on parts that you reuse. And if the demand exceeds what you can produce you must serve the market. [...] So this infill is a natural point, but of course our work is partially to minimize the amount of infill, by increasing regeneration rate, getting more cores back. All these things we can we can do in order to improve it".

Phil: "I think it also must be a price acceptable by our production because in many cases the infill for us is still cheaper variant ."

TUD
Sticky Note
The all-makes program needs core brokers to ensure enough cores are available for production. 

Victor: "We are not able to call every scrap yard around in Europe, so we are dependent on those core brokers"

Victor: "We have to search thoroughly on the market [...] ask our core brokers to for example focus for any region where those parts will be available or shall be available to take them from there for as low money as possible."

Phil: "Yeah, here we must be much more strict because. We need a core which is available for production, so we have a separate core acceptance criteria for core brokers. We certainly check the quality more deeply. [...] We have a special criteria for compressors for clutch actuators and more specific, more into detail.[...] We are still able to negotiate with the broker return rate, request to credit. And this is working quite well. 
Victor: "we are not purchasing so many parts from the core brokers (for the T1OE2 original reman) because we are getting them only piece by piece [...] but for the all-makes reman we are depending only on the core brokers because the pipeline which we are filling right now is the all-makes products is not yet not yet full and we are not getting them from the customers enough. 

 Phil: We don't buy T1OE2 cores [from core brokers].

TUD
Sticky Note
maintain a constant and stable core return, of certain quality was listed as one of the most important topics in mural, particularly for the all-makes program because more OEMs are entering the reman business
Victor: "even if you will take 100 of cores from core brokers or from the customers itself, you will be able to produce 65 remanufactured products from that. Because this regeneration rates are really oscillating somewhere around 65%." 

Victor: "I feel this is really the most challenging aspect for all-makes itself because all our competitors are also trying to get their cores back in their surcharge program."

Victor: "And it's also harassing the relationship with some of our customers because they are waiting very long for delivery of their remanufactured all-makes parts, which is disrupting the picture of T1OE2 as reliable partner. [...] therefore we also set up the rule that all the projects for the all-makes that are going to be started need to have a certain amount of cores available in the warehouse."

Frederik: we are in a business, which is quite popular, uh, the braking business […] Whom to satisfy with returning cores? Because imagine they get the same part from two different remanufacturers. So where to send the core back? It becomes a more and more strategic decision to whom to send the cores back [when this decision is outsourced].


TUD
Sticky Note
Incentivising core returns is necessary to ensure sufficient cores
Tim: "We in general only sell products without surcharge when we do not have reman offer in the market. As soon as we have a reman version, offer in the market or even potential for the future we sell also the service new with a surcharge. Or with a customer-based buyback options. So we offer them to buy back the core for the price he additionally pays at the, at the purchase. Otherwise we we do not apply a core surcharge, so it's not, it's it's on the invoice, a separate, a separate position. We based the price of the part and, then, if applied an additional up-charge."

Tim "when we started introducing reman and the surcharge, we also implemented it for service new products and that was a big change to all of our customers."

Sonja van Dam
Sticky Note
The core acquisition process with OES customers runs with a buy-with-supply system, where OES customers provide used cores in return for remanufactured parts.  

Victor: "The OES are the biggest bank of the cores ever, because if you will consider that core brokers are a big bank of cores, then multiply this by 4 - 5 times and then you will reach OES."

Tim: There is a huge difference because we don't have any core surcharge on the OES. This is a complete different business model with such an OES customer [...] You buy the final product from me, but you supply me with parts, input, services that I can produce the product for you. So you give me the core. And I give you a final product.
Tim: [buy-with-supply] is perceived really well. I mean they wouldn't do the business without it, [...] They always want to have more real reman products out of the cores they are shipping than they're actually receiving. If they ship 100 cores they want to have 90 products out and no matter, when you tell them, well the regeneration rate is not at 90% overall. But that's the friendly push by our customers telling us to improve our regeneration rate even further (laughs). But no, otherwise transparency we're giving them in 'OK you sent 1000 cores, you will receive them [reman parts]. We sorted them, we needed to scrap another 90 cores, but here are the pictures of them and and these were the scraping reasons', this is perceived really well and they have a really good core management as well and the core managers know their products, know what they're doing. 
Tim: Yes [customers pay more for infill]. He has a price for service-new product, so he pays the same price for the service- new product but we label it in for as reman. So he knows also exactly how many cores he supplied and how many real reman products he received out of it.

TUD
Sticky Note
OES customers apply their own surcharge 
Tim: But to get the cores back from his workshops, that he's doing with his own surcharging system. Independent from us. That's the protectiveness of, of cores, that as the OEMs step more and more into the reman business. They also started establishing a core surcharge process within their business, which in the truck industry not a lot of OEMs had in the past days. They started establishing that in the in the last years.

TUD
Sticky Note
Surcharges have significant drawbacks for customers due to capital binding and the effort involved in settling financial flows
Victor: For anybody who is making a surcharge, it’s a weakness.
Tim: Yeah. Surcharge is a weakness but the strength is if we added the delayed core return bonus system.

Tim: "Legally, the core surcharge is not allowed in the automotive industry, so we always have a buyback system. We just identify the amount of paid buyback via the surcharge, and we ask the customer to give us this buyback. He can only buy the product if he pays the price for the buyback option. The surcharge legally is not allowed because if you surcharge something then it would be like, uh, the bottles of water. Then you’re still owner of the product. But the customer is legally the owner of the product.[...] That's why it's a buyback option. But what we are doing is we ask the customer to buy this buyback option for him when he buys our product."

Bea: "the driver of that would be the sales department because they have to say OK customers are so unhappy with our system, they don't want this anymore. They don't want to buy reman products because we have the surcharge then we really have a problem, but I don't see that at the moment."
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