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Sanden Transforms Procurement Strategy to

Drive Cost Structure Reform through a Co-Creation Model
— Moving Beyond Price Negotiation Dependence, Expanding Globally from Initial Deployment in China —

Core Supplier Conference in China

Sanden Corporation (Head Office: Isesaki City, Gunma Prefecture, Japan) hosted the “China Core Partner
Conference,” bringing together 16 key co-creation partners (suppliers) in China, and has transitioned from
conventional procurement practices reliant on price negotiations to a new co-creation-based procurement
model.

This model enables partner involvement from the early stages of design, aiming to achieve both cost reduction
and value creation across the entire supply chain.

® Background

In the automotive industry, accelerating electrification and advancing vehicle technologies, coupled with rising
raw material costs and geopolitical risks, have made supply chain optimization and strengthening profit
structures critical management priorities.

Under such circumstances, conventional procurement approaches reliant on price negotiations face limitations
in achieving continuous cost improvements, making it necessary to shift toward integrated initiatives spanning
design, procurement, and production.

® Introduction of the Co-Creation Model

Under a co-creation framework with partners, Sanden is promoting integrated initiatives that include early-
stage design participation, joint VE/VA activities, and combined efforts in optimizing component specifications,
improving productivity, and rationalizing logistics.

These initiatives have already been partially implemented across Japan, Europe, and China, with cost
improvement effects confirmed in multiple areas this year.

These initiatives go beyond one-time cost reductions and contribute to:
e Expanding opportunities for cost reduction from the design phase
e Transitioning to profit structures based on continuous improvement activities



They are positioned as concrete measures to drive profitability improvement.

Current results have been achieved through initial pilot applications. Going forward, Sanden aims to
generate further improvement by expanding target areas and partner participation. Based on these results
and proven effectiveness, Sanden will progressively roll out this model.

® Strategic Partnerships

In addition, Sanden has entered into strategic partnership agreements with three key partners.

Through these partnerships, Sanden is building a framework that enables mid- to long-term value creation,
including not only cost improvements but also quality enhancement and supply stability.
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® Strengthening Competitiveness

Under this model, Sanden has introduced a framework in which risks related to external factors such as raw
material price fluctuations are shared with partners, while specifications and procurement conditions can be
flexibly reviewed.

This enhances responsiveness to changes in the market environment, reduces earnings volatility, and
supports the development of a more stable business foundation.

® Future Outlook

The effectiveness of this initiative has been validated through its initial deployment in China. Going forward,
Sanden will expand the model to other regions and promote its standardization on a global basis.

Sanden positions this model as one of the core measures in its Mid-Term Business Plan and aims to achieve
sustainable profit growth and enhance corporate value through the advancement of its procurement foundation.
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