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A~ The Examples

A The best supply chain in the world is the Toyota
Parts Distribution System 1 from repairing a
car in the dealer back to making the part

A Another very good example is the Tesco supply
chain T from store back to production

A We can learn a lot about the thinking necessary
to create the building blocks of a lean supply
chain from them 17 and then what it takes to join
them together - before focusing on the tools
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o~ Lessons from Toyota

A Toyota spent 30 years developing lean in house and
spreading it up and down its supply chain

A The most impressive example is aftermarket parts
distribution 7 supplying 500,000 SKUs to dealers

A It operates as a series of tight replenishment loops
I Dealers call off parts from Distribution Centres every day

I These shipments trigger daily orders to be picked up from
suppliers the next day

I Most of whom can also make every part that is required in a
day every day
A The result is the highest availability, lowest stock
levels and the smoothest order signals
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> Traditional Auto Parts System
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Toyota Auto Parts System
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Lean Car Repair
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~ Transitional PDC
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>~ Progress Control Board
a2
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>N Progress Control Board
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Synchronised Logistics
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~ Lean PDC
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A~ The Results

A Atthe PDC:-
I Highest System Fill i close to 98%
I Half the stock level at 3 months
I Double the labour productivity
A At the Dealer:-
I Half the parts stock and no parts chasing
I Extra service bays and higher technician productivity
I Cuts cost of repeat visits and loan cars
I Higher Customer Fulfilment and loyalty
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Toyota Auto Parts System
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s
o~ Lessons from Car Parts

A A common rhythm is key to flow through warehouses and
beyond

A Better to pull products from suppliers using milk rounds
rather than wait for full load deliveries

A Distinguish between replenishment pull and build to order
pull

A Move buffer stocks back to local distribution centres i with
frequent replenishment

A Distinguish between actual and created demand i pre-
diagnosing parts, Kitting etc

A Part of doubling workshop productivity and completing
every job RFTOT
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Jiay Tesco Progress
e

POS scanning %
Centralised ordering %
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What does the Grocery Value Stream look like?
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What does the Grocery Value Stream look like?
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A~ Soft Drink Value Stream

Traditional
Touches 170
Throughput time 7 days 20-60
Stocking points 7
Machine effectiveness % 30-50
Transport effectiveness % 30-50
Transport trips (incl. customer) 5
Decision points 8
Order amplification 4:1
Service level % 98.5
Basket fulfilment % (40 items) 55
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A~ Causes of Amplification

A Promotions

A Advertising

A Weather

A Investment buys

A Strategic stock build
A Store intervention

A Product availability
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A 5/6/7 day ordering
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_ong lead times

~ull pallet ordering
~ull vehicle ordering
—orecast errors

Reorder triggers

A System algorithms
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o~ Measuring Fulfilment

A Line availability is only half the story i the
customer Is buying a basket of goods

A Theoretically even 98.5% line availability only
delivers 55% right first time in a basket of 40
items

A This is not so easy to see in store i but is clearly
visible in home shopping

A Increasing basket availability means aiming for
Toyota levels of availability
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What does the Flow Value Stream look like?
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A~ Soft Drink Value Stream

Traditional Flow

Touches 170 70
Throughput time 7 days 20-60 5-15
Stocking points 7 2
Machine effectiveness % 30-50 70-80
Transport effectiveness % 30-50 50-70
Transport trips (incl. customer) 5 4
Decision points 8 2
Order amplification 4:1 2:1
Service level % 98.5 99.5
Basket fulfilment % (40 items) 55 82
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A~ Where might this Lead"

A Beyond the life of your current assets?
A Is there an Ideal we might look towards?

A If customers were to place orders rather than

nick products - and if the system could respond
In time?

A Instead of Bigger, Centralised and Distant i the

headline might become -
Fresher, Simpler and Closer
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Where might this Lead?
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A~ Soft Drink Value Stream

Traditional Flow Compressed

Touches 170 70 20
Throughput time 7 days 20-60 5-15 1-3
Stocking points 7 2 1
Machine effectiveness % 30-50 70-80 80-90
Transport effectiveness % 30-50 50-70 70-85
Transport trips (incl. customer) 5 4 2
Decision points 8 2 1
Order amplification 4:1 2:1 1:1
Service level % 98.5 99.5 99.95
Basket fulfilment % (40 items) 55 82 08
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Jiay Wheels of Waste

Expensive
/ planning
13 week systems Obscures
forecasts \ real demand \
6 + weeks /
stock Daily plan changes 30%
25% lost Fire-fighting substitutes
capacity \ /
30 day / 10% out of
batches stocks
\ Costly /
promotions
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o~ Lessons from Tesco

Custom Loyalty

Lean Continuous Continuous Store Card
Scheduling Reordering Replenishment Ranging Data
<H _EC EcC o
Flow Primary Flow Flow
Through Distribution Through Through Home
Production Warehouse Store Shopping
Consolidation Multi-
Warehouses Format

Convenience

\'TT Lean Summit Barcelona 3-4 October 2007
/mmmmgmnt




