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THE SEARCH FOR POTENTIAL SAVINGS IN INDUST-
RIAL COMPANIES IS OFTEN LIKE LOOKING FOR THE

PROVERBIAL NEEDLE IN A HAYSTACK.

The more complex manufacturing systems, supplier networks or \ \
indirect areas are, the more difficult and time-consuming it is to N\ N\
identify hidden cost drivers and starting points for optimizing \\ \\
cost structures. Systematic assessment procedures based on the \\ : N

model of the raster search can change this.

In the search for wanted persons, such as
terror suspects or kidnapped victims, time
is often the decisive factor. Law enforce-
ment authorities have developed specific
methods and techniques for such purposes
which allow them to quickly identify the
information sought from a large number
of persons or places. For example, in a grid
search, certain characteristic values that
apply or donotapply to the search criteriaare
used in order to gradually limit the number
of potential sources. Data mining methods
use similar techniques to extract usable in-
formation from large amounts of data.

30% OF OPERATING COSTS
REMAIN UNDISCOVERED

Industrial companies looking for starting
points to reduce their operating costs of-
ten face similar challenges when it comes
to identifying hidden costs in their value
creation processes. The more complex the
processes at the respective location, the
more diverse the possible factors influenc-
ing operating costs. In addition, there are
regional differences and increasing product
individualization, which make it difficult
to compare cost structures across locations
and product groups. As a result, up to 30% of
the cost drivers in direct and indirect costs
remain undiscovered on average. In order

to leverage this potential, new methods are
needed to enable industrial companies to
quickly and effectively identify hidden costs
in their value creation processes.

DETERMINE COST DRIVERS IN
FOUR STEPS

With the OPEX Fast Ramp-Up approach,
ROI has created an effective instrument for
determining and evaluating potential cost
savings, which forms the basis for quickly
adapting its own cost structures to volatile
market developments. The focus is on a mul-
ti-stage systematic assessment process that
examines all direct and indirect areas of the

company. In accordance with the principle
of the grid search, the potential influencing
factors on the operating costs at the location
are gradually narrowed down further, tak-
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ing into account structured data, in order out the analysis on site over a period of 48
to derive the measures with the highest cost hours. Overall, the procedure comprises the
reduction potential. Deployment teams, following steps: (see Fig.1/page.12)
consisting of several “cost profilers”, carry
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YOUR EXPERT

FOR OPEX FAST RAMP-UP

DR. KAl MAGENHEIMER has been working for ROl since 2014.
He specializes in operational excellence, lean management, glo-
bal manufacturing footprint and cost reduction programs.
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ASSESSMENT AGENDA - EXAMPLE
STREAM 1 STREAM 2
FINANCIAL FOCUS TECHNOLOGICAL FOCUS
Kick-off & plaft presentation -
Plant tour =Waste walk -
Master data verification

Technology chains
Org. structure & headcount I :
& utilization :
Plant cost structure :
Day summary & definition of deep dives -
Indirect Analysis Value stream, process flow & scheduling -

(Order To Cash)

In- & outbound material flow OPEX Lean Scan
Warehousing / internal logistics
Supply chain & inventory analysis Asset availability (OEE) -

Day summary & definition of deep dives -
Quality Analysis Labour Productivity -
Deep Dives Deep Dives I
Derivation of potentials,f@pen issue & preparation -
First feedback taithe management
Fig. 1

Scope individual agenda with two streams incl. tasks and
responsible persons in the plant for an efficient prepara-
tion and conduction of the assessment

DATA GATHERING TEMPLATES - EXAMPLE

DATA OVERVIEW

Net Sales Euro
Product group 1 Euro
| Product group 2 Euro
Euro

Site owned or leased?
Lease agreement running till year

Lease costs Euro per year
Land m?
Land for i m?
Built-up area m?
Plant working days per year days
Plant working hours per day hours {

Total plant days per year days

our working days per year (inkl. vacation) (direct) days
(diract)

HEADCOUNT & FTE

25 E[5[2 E[2 B8
z

TECHNOLOGY CHAINS
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Standardized data templates for upfront preparation to
support assessment analysis most efficient
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1. MISSION PREPARATION

The optimal preparation of the teams on site is crucial for a quick

and effective finding of the cost drivers. Only if they know exactly
what has to be done at what point in time an effective assessment
process can be ensured. To this end, ROI has developed a standard
protocol that ensures that all on-site activities are interlinked and
that no unnecessary time is lost. In two streams, the on-site inten-
sive teams conduct structured investigations in direct and indirect
areas. Standardized data templates ensure that all required data is
captured completely.

TARGET STATE
(LEVEL 5)

Zero Accidents

Active Leadership

Empowerment &
Teamwork

Training &
Qualification

Continuous
Improvement Process

Visual Management

IMPROVEMENT
POTENTIAL

Deffects

Energy &
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180.000 179.692
IMPLEMENTATION >5 YEARS ()
IMPLEMENTATION <5 YEARS \;’
. IMPLEMENTATION <1 YEAR .
2. IDENTIFICATION 2e57
In the first phase of on-site deployment, the teams explore the pro-
cesses on site, identifying the areas with the greatest potential for 2667
cost savings. In doing so, they rely on an extensive set of standard- B
. I— 14.003
ized assessment tools and methods, such as the ROl OPEX Scan,
value stream analysis or waste walks, with the help of which hidden
costs or efficiency gaps can be reliably determined. Only where the
initial examination reveals abnormalities or deviations are target- - 1.858 oa00
ed, in-depth analysis are carried out afterwards. (see Fig. 2) — 45 1.302 :
1.793
2.310
L
SICKNESS INCREASE STOCK
MAP + FEP TOTAL COST RATE INTERNAL QUALITY MAINTE- TOTAL COST UTILIZATION REDUCTION
+ QUALITY POTENTIAL REDUCTION LOGISTICS COSTS OEE LINE1 OEE LINE2 NANCE POTENTIAL (DEPECIATION) (NWC)
14 PRINCIPLES )
(41 SUB ITEMS) Fig.3

Enviromental
Efficiency

Lean Manufacturing

Design for
Manufacturing

Process Orientation

CURRENT STATE
(ACTUAL PERFORMANCE)

Supply Chain
Intergration

3. DETERMINATION
AND QUANTIFICATION OF POTENTIAL

In the subsequent deep dives, the on-site intervention teams car-

ry out further analysis to quantify the cost savings potential in the
identified potential areas. These range down to the set-up times of
individual tools. Using advanced methods such as Paper Kaizen,
OEE, SMED or RME analysis and comparisons with internal best
practices, the cost savings in the respective areas can be quantified
in concrete terms, for example in the form of reduced lead times or
reduced failure rates. (see Fig. 3)

4. ACTION DERIVATION &
ROADMAP DEVELOPMENT

In the next step, concrete measures (counter-action) to reduce op-

erating costs can be derived from the information obtained in this
way. Due to the high level of detail of the previous analyses (deep
dives), initial improvement measures, such as the automation of in-
dividual process steps, are already available after the analysis phase.
These can be implemented immediately and immediate savings po-
tentials can be leveraged. These can be combined into a plant-spe-
cific roadmap, which provides a detailed implementation plan for
cost optimization at the respective site.
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indirect employees

\ direct employees /

" DESIGN TARGET ORGANIZATION |

® Development of a sustainable,
ideal plant and cross-plant organization
® Dimensioning of the indirect areas in the
target organization (zero base)

/ ® Fit gap analysis
Function Functions / gap 0

\\{am[!ies ///

RASTER SEARCH

Multi-stage assessment process to quickly iden-

tify influenceable cost drivers within a large set
of potential influencing factors using increas-
ingly detailed search criteria. The prerequisite
is a structured database using standardized
assessment tools.

FIT GAP ANALYSIS

/f ® Definition of approx. 4 core processes

® Headcount + allocation
of direct/indirect areas

\ / N
\ PROJECT START / - \

® Derivation of the requirements for the target organization \\
from the process gaps (e.g. stronger process orientation
in the organizational structure)

ACTUAL ORGANIZATION

\ ® Activity structure analysis according to
\ functional families incl. outsourcing scope
\ ® Survey of cost drivers

Measures@work

GAPS & FIELDS OF ACTION

® Evaluation of deviations from the target
® Derivation of essential fields of action for the

\

transition to the target organization
® Recommendation for the next steps

IN

8 WEEKS

TO THE

COST EFFICIENCY
ROADMAP

A4 ATl N

With the action plan described in this way, a roadmap
ready for implementation can be developed within a few
weeks to raise the cost potential, which not only concen-
trates on identifying short-term cost savings, but also on
the sustainable optimization of the value-added processes
and thereby ensures long-term cost optimization.

COST PROFILER

Teams of experts to carry out cost assess-

ments on site. You have a high methodological
competence and experience in Lean Manage-
ment. When they are deployed, they follow a
strict schedule to efficiently complete all assess-
ment stages.

ASSESSMENT TOOL KIT

Comprehensive set of methods for the system-

atic identification and evaluation of potential
cost drivers on site by cost profilers. A high level
of standardised scans and tools to improve the
comparability of data between plants or divi-
sions.

g J oL S S
LS

RASTER 3

o S LSS
J L LSS

/
v S S LSS
S LS

S LS

ROIDIALOG

LEVEL: Factory
TOOL: OPEX SCAN

LEVEL: Production
TOOL: OEE analysis

LEVEL: Equipment Efficiency
TOOL: SMED
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