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Business challenges

Manage an expanding volume
of product data

Streamline continuous prod-
uct and process innovation

Overcome inefficient cost
estimation

Deal with increasingly com-
petitive and complex markets

Keys to success

Standardize cost methods and
models

Target costing for new parts
and price analysis for pro-
cured parts

Forecast of future costs per
unit and sales prices for the
entire product lifecycle

Transform cost structures into
customer-specific cost
breakdowns

Results

Realized value costing accu-
racy above 95 percent

Strengthened enterprise
competitiveness

Automotive and transportation ¢ Industrial machinery and heavy equipment

Weichail Power

Automotive and construction machinery manufacturer
uses Teamcenter product costing to realize value costing
accuracy greater than 95 percent

Siemens PLM Software
solution enables Weichai
Power to enhance competi-
tiveness and maintain
sustainable development

Becoming a top player

Weichai Power Co., Ltd. (Weichai
Power) was founded in 2002, and
is part of the Weichai Holding Group
Co., Ltd. The company is committed
to creating products that can compete on
the basis of cost, technology and quality.
Weichai Power built a new layout for the
development of products for four key
sectors: powertrain (engines, transmis-
sions and axles), vehicles and engines,
hydraulic control and auto parts. Having
formed the most complete and competi-
tive industry supply chain in China’s
automobile industry while boasting tech-
nologies and products that are critical to
the construction machinery industry, the
company has become one of the top
players in the country’s automotive and
equipment manufacturing industries.

With engines and vehicles as its leading
products and the powertrain system at its
core, the company’s vision is to become a
world-leading, sustainable industrial
equipment manufacturing group that
possesses core technologies. For years,
Weichai Power has optimized all business
processes affecting the operating effi-
ciency based on product lifecycle

management (PLM), enabling them to
maintain sustainable development.

Enhanced cost competitiveness

Liu Xingyin, director of the Department of
Value Engineering, explained that Weichai
Power set up the department in March 2012
in response to the call from Tan Xuguang,
chairman of Weichai Power, to create com-
petitive products in terms of cost, technol-
ogy and quality, and especially enhance
overall corporate cost competitiveness.

“The Department of Value Engineering is
very important,” says Liu Xingyin. “Our
mission is to create the optimal value chain
for Weichai Power. Our tasks are all about
product value, about how to enhance
productivity and reduce costs, and how to
incorporate it into all processes, including
product design, materials purchasing and
production.”

www.siemens.com/teamcenter
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Results (continued)

Achieved timely, accurate and
traceable calculations

Enhanced collaborative prod-
uct development

Enabled optimization across
the entire value chain

Weichai Power has achieved value control
over the entire product lifecycle. Engineers
introduce the concept of value at the
beginning of product design, figuring out
the optimal cost that maximizes customer
value. They then set a target cost based on
market rules and historical data, imple-
menting the target cost at all design
stages, including conceptual, layout and
detailed design. Finally, they monitor the
product cost throughout the product
lifecycle process, thus realizing product
value management.

In the case of cost analysis for an individ-
ual product, Weichai Power has broken
away from traditional practices such as
qualitative analysis and price comparison
purchasing. Instead, by using PLM special-
ist Siemens PLM Software’s Teamcenter®
solution for product costing, the company
can now accurately itemize and measure
all cost factors according to the product
development process, theoretically
enabling them to identify the precise cost
of a product and make it a benchmark for
purchase price and sale price calculations.

Over the years Weichai Power has accumu-
lated a wealth of cost data, and established
a database and value model to calculate
the costs of diesel engine components.
The database is used to determine the

standard process, cutting allowance,
man-hour rate, unit price of equipment
and period expense, etc. Theoretically, the
exact value of a product component can
then be calculated based on the database
and entire cost management process.

“"However, as the product lifecycle got
shorter while the product structure
became increasingly complicated, the
volume of product data was expanding
quickly, which gradually brought out the
drawbacks of Excel in data management,”
says Liu Xingyin. "This included the lack of
a unified system for numerous discon-
nected datasheets; poor integration with
other systems that contain cost-related
information; difficulty in design data
sharing, in archived data query and refer-
ral; poor costing efficiency, etc.

“Besides, throughout the production cycle
of a product, each team produces their
own product-related information, and
requires frequent information exchange
with other teams in order to support
informed innovations related to the prod-
uct. Under these circumstances, the
workload in our department kept expand-
ing while our efficiency kept getting
worse.”

“By using Teamcenter we have solved the
product inconsistency problem, maintained
product quality (precision) and significantly
improved working efficiency.”

Liu Xingyin

Director, Department of Value Engineering

Weichai Power



Product-centered data management
“When | was communicating with someone
from abroad, by chance | found out that
they had been using the Teamcenter
solution for product costing, and that's
when we got in touch with Siemens PLM
Software,” says Liu Xingyin. “We found that
the database architecture of Teamcenter is
basically identical to ours; in fact, some
process breakdowns in Teamcenter are
even more detailed, and we use the same
computational logic in all parameters.

“Nevertheless, we still had many concerns
about actually implementing the
Teamcenter solution for product costing,
and our greatest concerns included
whether the open architecture of
Teamcenter would support importing our
existing data, whether we could modify
data in it, and whether we could customize
development based on our own
workflows.”

But the professional implementation team
from Siemens PLM Software soon allayed
the concerns of Weichai Power.

“The technical experts from Siemens PLM
Software were so professional and efficient
that they managed to accurately under-
stand the business features and
advantages of Weichai Power in merely a
few months, and tailored a platform solu-
tion to our business features using the
powerful customization and secondary
development functions of Teamcenter,”
says Liu Xingyin. “Now we have imported
the existing data and value models of our
own.

Now that using the Teamcenter solution
for product costing has enabled value
optimization across the entire value chain,
Weichai Power is able to get accurate and
traceable cost calculations in a timely
fashion, promote collaborative product
design, improve data accuracy and quality,
reduce man-made change errors and
improve the execution efficiency of the
design change process. So far Weichai
Power has applied the Teamcenter solution

for product costing to purchase price
analysis, target costing, profitability calcu-
lation, design-to-cost, open book
negotiation, as well as reducing costs and
increasing efficiency.

For instance, using the profitability calcu-
lation enables Weichai Power to secure
product investments by predicting future
unit costs and prices over the entire prod-
uct lifecycle. Using open book negotiation,
Teamcenter helps Weichai Power negoti-
ate with their customers by enabling them
to leverage optimized but comprehensible
cost data in customized formats. By
presenting a clear cost structure and
plausible break down of the product costs,
Weichai has a stronger negotiating
position.

“The value models we had established for
our product parts could only compare
work pieces one-on-one, which made it
very inconvenient and inefficient to search
for parameters of an individual working
procedure,” adds Liu Xingyin. “But
Teamcenter provides comparisons
between manufacturing processes,
enabling more accurate cost calculation.

“The value models we had
established for our product
parts could only compare
work pieces one-on-one,
which made it very
inconvenient and inefficient
to search for parameters of
an individual working
procedure. But Teamcenter
provides comparisons
between working
procedures, enabling more
accurate cost calculation.”

Liu Xingyin

Director, Department of Value
Engineering

Weichai Power




“As a result, Teamcenter has
not just helped us reduce
the purchasing cost, but it
has enabled us to effectively
avoid unscrupulous
competition among
suppliers and to maintain
product quality and attain
sustainable development.”

Liu Xingyin

Director, Department of Value
Engineering

Weichai Power

"By using Teamcenter we have solved the
product inconsistency problem, main-
tained product quality (precision) and
significantly improved working efficiency.
In addition to doing new projects, we're
also using Teamcenter to repeatedly verify
and compare previous products, which
enables us to discover any problems exist-
ing in those previous products while
correcting inaccurate data. And then we
develop cost-reducing and efficiency-
increasing measures based on these
problems and set a target rate for cost
reduction in each department.”

Today Weichai Power is able to keep the
value costing deviation under five percent,
effectively strengthening its corporate
competitiveness.

Higher goals driven by PLM

“Currently we are only using the product
cost management function of Teamcenter,
though Teamcenter provides a holistic PLM
solution,” says Liu Xingyin. "At Weichai
Power, the Department of Value

Engineering is in charge of centralized
management, so in our next steps we're
hoping to extend the other functions of
Teamcenter, to realize collaboration and
communication among different depart-
ments like development, technology,
production, purchase, sales and finance.”

“Product cost management is a valuable
solution empowering an enterprise to
compete in the market,” said Liu Xingyin.
“In an increasingly competitive market
environment, and in the face of more and
more grim challenges such as how to
increase a product’s market competitive-
ness and how to heighten customer
satisfaction, more often than not enter-
prises resort to strategies like maintaining
effective management over the product
development process, reducing time-to-
market and time-to-volume, improving
working efficiency, establishing re-use and
safe management mechanisms for R&D
results, and realizing exchange and inte-
gration of information and data.

“The technical experts from

Siemens PLM Software were so
professional and efficient that
they managed to accurately
understand the business
features and advantages of
Weichai Power in merely a few

months.”

Liu Xingyin
Director, Department of Value Engineering
Weichai Power



Solutions/Services

Teamcenter product cost
management
www.plm.automation.
siemens.com/en_us/products/
teamcenter/product-cost-
management/index.shtml

Customer’s primary business

Weichai Power is committed
to creating products that are
competitive in terms of cost,
technology and quality, and
develops solutions for four
key sectors: powertrain
(engines, transmissions and
axles), vehicles and engines,
hydraulic control and auto
parts. It has become one of
the top players in China’s
automotive and equipment
manufacturing industries.
www.weichai.com

Customer location

Shandong
China

Siemens PLM Software

Americas +1 314 264 8499
Europe +44 (0) 1276 413200
Asia-Pacific +852 2230 3308

www.siemens.com/plm

“In fact, before the launch of every new
product, we would figure out the design
cost according to the overall market condi-
tion, and then set the final sales price
based on the purchasing cost, manufactur-
ing cost and product quantity. By
developing a value analysis throughout the
value chain, we can ultimately realize clear
and transparent cost management. As a
result, Teamcenter has not just helped us
reduce the purchasing cost, but it has
enabled us to effectively avoid unscrupu-
lous competition among suppliers and to
maintain product quality and attain
sustainable development.”

To a large extent, the great achievements
of Weichai Power are attributable to its
unswerving insistence on applying product
value analysis. As Weichai Power pursues
sustainable development, the powerful
Teamcenter product lifecycle management
module is playing a critical role.
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