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Traditional approach to supply chain

“If the only tool you
have Is a hammer,
then everything looks
like a nail”
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Supply Chain
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Five fundamental steps
Rediscover (customer) value
Design the value
Flow the value
Pull the value
Perfect the value

“There is only one boss-the customer.
And he can fire everybody in the company,
by spending his money somewhere else”

Sam Walton Gi"’f-
S

UK/US SHINGO SUMMIT

MO WAMCHEER B0 ARE



Analysis of Elements

“Go look see” In the existing process

Lead-time

= waste or NVA

Redesign the process without th

Shorter lead-time

Bl

Hassles, frustrations, delays

e waste |

Reduced hassles, frustration & delays
= less waste & NVA

VA BIVA & VA & VA | VA

Improvement in
Lead-time

over existing process
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TMI PS Model “Principals, Systems,

Tools”

. Create Future
Directors

Senior
Management

Middle Take waste
Managers Out

Workforce
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VSM, the supply chain

transformation tool....

Information

flow = Why
= oW to make th \ alue flow
p to ~15% Material Flow
mprovement ~109gERWIE
420%
b4
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Understanding value flow

Data capture

VA Steps _ NVA Steps with
boxes inventory calculated FG Stock Days Demand &
in days or mins analysis frequency
analysis
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OEE analysis

Issues

Summary
Observations,
Issues,
Opportunities
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Hrs/Month

Process
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Understand your customers demand

signals
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Understanding customer demand - Why Is

Value Stream Identification so important?

Your suppliers
~ see this pattern
for all products

Demand
—

R4 /

We don’t tend to see the demand as separate streams
Result

Plan everything around the red stream
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“EPE” the key to understanding supply

chain responsiveness and flow

EPE, the rate at which you cycle through your products

The more frequent the EPE
Faster the flow
Faster response
Less inventory
More problems need to be solved
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EPE, 10 days (or 2 weeks)
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70

EPE 10 days

60

50

40 -
30 |

20

10

~ —~~
N 0
ER-

LL
'—

Mon (1)
Tue (2)

-
wed ) | N

Mon (6)
Tue (7)
Wed (8)
Thu (9)

Fri (10)

@ Product 1 m Product 2 O Product 3 @ Product 4 O Product 5

Product 5

Product 4

Product 3

Product 2

Product 1

N N N
0 1 2 3 456 7 8 9101

G4z
UK/US SHINGO SUMMIT

MO WAMCHEER B0 ARE




EPE, 5 days (or 1 week)
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EPE, 1 day (every day)
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Perfect Lean

Producing and supplying at exactly the same rate as market demand
Impossible?

Infinite expensive resources to meet unpredictable & variable
demand

Small quantities in process industries seem impossible to

achieve
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Using the 4 Ps to design the systems,/,\/\/—/\

around the customer

People Parts
oShift Patterns eNumber & type of products
oSkill Levels eNumber & frequency of changeovers

e|_evel of flexibility required
eOverall numbers

Plant Process
eFlexibility requirements *QA philosophy and standards
eCapacity/speed ePlanning systems and methods
el evel of OEE eNumbers of planning interventions &
frequency

eSystem intervention level
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Lean Maturity Model — 5 Stages

Every aspect of the SBU drives relentlessly
to identify and eliminate waste and reduce
variation in all processes with full
engagement by all employees. Culture of
innovation exists with Cl a "way of life."

Pursuit of
Perfection

The SBU sees itself not as a single entity,
but as a part of a larger "value chain,"
including suppliers and customers. It

continually re-invents itself to optimize its

position in that value chain.

Value Chain
Optimisation

/Pockets of Cl are beginning to emerge,
typically in manufacturing. CI efforts largely
being driven by individual "champions."
Improvement activities tend to be "ad hoc"
as opposed to systemic.
e pPp

/

A case for change has
manifested itself.
General awareness of

the need is growing

throughout the SBU
\_ /\

Foundati\ons for
Change

Site wide
Improvement

Localised
Improvement

IS

The entire enterprise has embraced ClI
as the means for continued success of
the SBU. The enterprise is clearly
understood as being all functions and
organizational layers. The commitment
to Cl clearly has a positive impact on

financial results




Segregate your suppliers

Supplier Group Number
Supplier rationalisation

How to deliver best value Strategic Alliance 8
Collaborative approach
Charter process Core 42
Core values

Commodity 6
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ldentify the right performance measures

PERFORMANCE METRICS

Measure Detail 2004 LAST PERIOD
Ex-despatch <90% 99.03%
‘To Customers Door’' Not recorded 97.34%
OTIF
No Failure Events per week +150 9
Delivery Fail Pre-natification Not recorded 88% y
Finished Goods Availability +4% Days Lost 1.34% Days Lost Q
Stock Management
No of raw materials suppliers 100 56
Raw Materials OTIF Not recorded 97.7
g . (1] 1
Customer Complaints |Senice Complaints per month 24 1 y)
Supplier Charter None Existent In place with category me=actiras
Collaboration y—
Customer Collaboration None Existent 22 Customers engageu
Structure No employed in Supply Chain 0 31
G¥Z,
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Cost sensitivity of product

J J U U J
. . . . . . .
nitial/concept phase™ Prep. Agree onfirmation atur, Series
Concept-value design Cost com- .
parison eAnnual price

Cost

analy

Technology Product-value

Cost analysis

is Cost .

-~

Cost \/\

Technology

Source: BMW Group

Technology

negotiations

*Product-value
analysis

eConcept value
design

Change management (PCA) g
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Taking it to the Supply Chain

Get your own house in order, maturity steps 1-3
Build the right model, segregate your suppliers and leverage
appropriately
Do the lean maths
Select a pilot
Help them achieve a state of readiness
Agree a framework agreement
Prepare thoroughly
Support them through the process
Find the right measures and measure performance
Postponement
Cost sensitivity
Greatest at concept
Less at value analysis ﬂ%
Least at in production UK/US SHINGO SUMMIT
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Tools vs VSM & “break through” thinking

Prioritises improvement activities to return “biggest
bang for your buck”

Collective and agreed improvement plan across the
functions not from within them. “The sum of the local
optimums is not equal to the global optimum”

Decisions based on fact not intuition. “In God we
trust, all others must use data”

To take time out and find another way ﬂ»fy

Ensures scarce resources are focused on things UK/US SHINGO SUMMIT
that will make a difference
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