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For any successful company seeking to eliminate
waste and customer dissatisfaction, Lean Six Sigma
might just be the answer, reports Casey McFann

riginally designed as a set

of practices to improve

efficiency and eliminate
defects, Six Sigma is a management
approach that uses statistics and ob-
servation to improve productivity,
efficicncy, value and customer satis-
faction. Developed by Motorola, Six
Sigma has become one of the most
popular approaches to management
and product improvement out there,
especially within the supply chain.

Inorder to correctly and productive-
ly practice Six Sigma, you need to be
Six Sigma certified. There are differ-
ent levels of Six Sigma certifications
= the yellow belt, green belr, black
belt and master black belt. Though
important, the certification remains
just the title, as the real experience
comes in actually getting your hands
dirty through implementation.

*Six Sigma is the relentless quest
for perfection,” says Atif Rehman,
Logistics Consultant, Xvise Innova-
tive Logistics who has a Six Sigma
Black Belt. “Whatever you do, there
is always a cost associated with it. Six
Sigma teaches you things are either
black or white. It's all facts and fg-
ures, That's the best thing about it.”

While Rehman acknowledges the
fiscal benefits, he contends that the
real paradigm shift came with his
outlook on business,

“The way you think is completely
changed. I'm much more analytical
now. | always want to see¢ the facts
and figures,” says Rehman “They say,
‘Onece you're a Six Sigma boy, you're
always a Six Sigma boy." It gets encod-
ed in your DNA."

While some have come to call Six
Sigma oudated {or as one GE em-
ployee told me ‘so 2000") many busi-
nesses are beginning to revamp their
processes to include elements of Lean
Manufacturing. One of the challeng-
es in discussing this now-modern-

ised ‘Lean Six Sigma' is coming to an
understanding of what exactly that
phrase means,

“Every Lean Six Sigma project
touches the external customer rela-
tive to time, cost, or quality, if only
indirectly,” says lames W. Martin,
author of Lean Six Sigma for Sup-
ply Chain Management, “As the im-
provement team begins to identify
and scope project opportunities. they
must always consider the impact of
the project including its eventual so-
lution on the external customer.”

A study released in April 2008 by
Manufacturing Insights, an advi-
sory firm headquartered in the US,
showed that companies with high
levels of maturity in their Lean initi-
atives (as well as their Six Sigma pro-
grammes) experienced significamt
benefits and competirive advantage.
“Lean companies are growing rev-
enue more rapidly, at higher profit
margins and with more productive
asset usage,” writes Bob Parker and
lay Holman, authors of the report
“Lean Six Sigma - Lean Continues to
Show High Performance.”

The Manufacturing Insights re-
port also included a case study that
showed how Dupont combined Lean
with Six Sigma to sustain momentum
in its productivity improvement,

“To be honest, not a lot of peo-
ple are aware of it in this market,”
says Rehman.

Martin agrees, and feels that a lin-
ear approach throughout the entire
supply chain works best. “When was
the last time a supplier actually came
out to their customer's distribution
centre or job site to understand how
their products and services were ac-
tually used by rheir customer or cus-
tomer’s customers? Understanding
our customers is mot an easy task.
We often inadvertently substitute
our voice for theirs, This common
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miscommunication

practice causes
and disappointment for both the
customer and supplier. Many Lean
Six Sigma projects are based on the
process breakdowns occurring due to
inadequate VOC (voice of customer)
information,” says Martin,

As waste I'{'{illi'l ION rem:ins an “”1“ -
ential component of Lean Six Sigma,
Martin stresses the importance of ef-
ficiency and oversight of inventory.

“Inventory is also a major barome-
tre of supply chain financial perform-
ance,” says Martin.

“In addition to improving key sup-
ply chain metrics, inventory analysis
and control are important competen-
cies which will help a company identi-
fy operational breakdowns through-
out its supply chain,

This is inventary in-
rurns ri=

how  well

becanse
vestment  and  its
tio are barometres of
the supply chain utilises its assers,”
says Martin.,

“In fact, lower inventory levels are
always preferred, but only if the op-
erational system can satisfy external
customer demand ar the required

target per unit service level based on
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an item's lead-time and capacity con-
straints, Instead, investment should
be caleulated oprimally, by item and
location,” says Martin.

As businesses and supply chains
have had to adjust to a more glo-
balised economy, some feel you must
be willing to put your current proc-
esses under constant scrutiny, just to
keep up.

“The minute you go global, you've
increased distance and lead times,”
says Colin Snow, Vice President for
Rescarch, a
management research firm.

Ventana performance

“The greater distances make it that
much harder to coordinate with sup-
pliers and keep them focused on lean
goals. The inereased lead times force
companies to constantly make trade-
offs between different transporta-
tion modes: putting your goods on a
plane costs significantly more, but it
reduces the idle time when the goods
are in transit, whereas ocean freight
costs less but ean increase the over-
all amount of inventory in the sup-
ply chain and certainly increases the
time that you're holding the inven-

tory.” savs Snow.

Still, Snow believes that it s im-
perarive for companies to become
more agile and flexible, so that they
can respond more quickly to changes
in demand making Lean Six Sigma a
mandatory initiative

“The consumer 1s more hickle, and
demand is becoming more and more
variable. and meanwhile, nobody
wants to hold the inventory, That
means thar companies sourcing from
OVErseads must ensund |E'I..l1 rlll:"if ‘llp'
pliers are running as part of an intes
grated supply chain, getting parts and
products to the dock on time so that
ocean freight is a realistic option. It
also is true that some companies ane
revisiting their decision to move their
supply base offshore and are instead
‘near-shoring' some portion of their
operations back to nearby countries
or domestic locations to meer the
mast volatile demand,” savs Snow,

Whether you are currently imple-
menting Lean Six Sigma within vour
supply chain, or you have heard the
advantages but have yer to take the
necessary steps to ‘tighren your belt’,
in times like these it seems well worth
the costs, &



