KAIZEN Event

Seeing Is Believing

Focus: Supply Chain Management
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COMPANY PROFILE
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In a Nut Shell

« Established in Thika in 1991
e Operating in Tanzania & Uganda as well

 Manufacturers, marketers and distributors of fast
moving consumer goods consisting of:
— Edible Olls, Cooking Fats, Margarine, Hygiene
Products, Baking Powder & Animal Feeds Ingredients
« Extraction of oil from oll seeds.

 Labour force of approx. 3,500 employees (East
Africa)

e Qver 28 brands available in 14 countries:

— Kenya, Tanzania, Uganda, Rwanda, Burundi, Ethiopia, Sudan,
Eritrea, Zambia, Malawi, Madagascar, Democratic Republic of
Con%q, Zanzibar & Somalia. gt
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Company will be the 1St African born, Africa
based trans-national enjoying the loyalty of
Consumer Community

Our products will touch common people, In a
special way, on a dally basis

Profits will be ours & shall benefit all those who
come In contact with us

We will be an African organization the world will
benchmark with (the Company way)

Our olls will lubricate our future growth.
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COMPANY S GOAL 203(

GRAB,
GROW,
SUSTAIN
NUMBER 1
IN MARKET SHARE
IN THE
AFRICAN I\/IARKETS
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KAIZEN Journey at COMPANY

RUNS

4: LEVELING & MILK

Leveling... Adding flexibility to Production Schedugn

3: PULL SYSTEM r-//Suppller management... supplier involvement in JIT-KAIZEN

TAKT Time... Producing only what customers ordered

Gemba KAIZ

2: Company Wid

Flow Production...Lead Time Reduction (MUDA Eliminati)

/

1: Preparatory
Phase

Year 2001/2

s L

Process Mapping, & Hoshin Kanri

5-K & Autonomous Maintenance

2003/4 2005/6 2007

-
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Our Supply Chain

Orders s B Products

[Order Management
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|_ Demand
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%[ Flow through Supply Chain functions at COMPANY




Concept behind SCM!

* Inventory is a Muda !! (anything more than
designed Inventory)
* \We work on Muda reduction (elimination)!

 Reduced Inventory (across pipe line) adds
to bottom line
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Packaging Material Management

Supply Chain Case Study 1
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Purpose of doing this Project

To facilitate the smooth flow of
the required Packaging
Material from supplier to point
of use at the required time In
the required guantity

, KAIZEN,
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PREVIOUS SCENARIO

Increase In stock holding
Experienced stock out
Blocked working capital

Increased packaging material handlinc
cost

Increased damages
Difficulty iIn managing space
Poor flexibility of supplies

KAIZEN]
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What was done

1. Learnt KAIZEN concepts in Inventory
Management

2. Classified PM into,

a. Runners
b. Repeaters

c. Strangers
_

Depending on

—— usage

3. Computed minimum inventories to keep
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Serious 5S In the PM warehouse
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MUDA FREE FLOW OF
FINISHED GOODS FROM
WAREHOUSE TO CUSTOMER

Supply Chain Case Study 2



Supply Chain Focus — Part 2

Consumer wants
Kimbo and goes
to XYZ

Seeing is Believing




Purpose of doing this Project

To improve the flow of finished
goods to the consumer by
establishing a pull from
customer backwards to
production via sales
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PREVIOUS CUSTOMER SUPPLY METHOD

OFF A LOADING
o —
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CURRENT CUSTOMER METHOD




Improvement Journey-1

Observation: Excess stocks of Finished Goods
Diagnosis:

— Lack of accuracy in safety stocks & no revision done in
line with sales

Counter measures:

— Derived average sales & standard deviation for all
stock keeping unit (skus’) to arrive at optimal inventory

— Categorization of all skus’ based on sales pull
Results:

— Segregated finished goods stocks to “make to order”
& “make to stock”
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Improvement Journey-2

Observation: Space Constraint in the finished good
supermarket

Diagnosis:

— unplanned pallet stacking based on production & not
sales

— Poor floor planning in supermarket leading to double
handling

Counter measures:

— Segregation of pallets by runners, repeaters &
strangers

— Worked out optimal inventory per skus’
Results:
— 80% Supermarketl floor space freed
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Improvement Journey - 3

Observation:
Generic manufacturing for all skus’
Diagnosis:

— all skus’ stocked and maintained as per previously
defined safety stock levels

Counter measures:

— from average sales & capacity planning, we arrived
at 5 categories of stocking of finished goods (Dally,
alternate, twice a week, weekly & make to order)

Results:

— Production based on actual sales

— Finish goods inventory reduced by 64%

— FIFO ensured 100%
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PREVIOUS CASE WITH MOST PATNERS

Monday

Tuesday

Morn

Aft

Morn

Aft

Shelf Stocker
notifies Manager
on
replenishment

Manager
Consolidates all
such reports by
supplier; Sends
to Head Office

HO prepares
combined LPOs

HO routes LPOs
for signatures
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Delivery 60-84hrs later!

Wednesday Thursday Friday
Morn Aft Morn Aft Morn Aft
Sending LPO Company | Local Upcountry
out LPOs |received at | Delivers deliveries Deliveries
Company reach reach
customer
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How we went about It

Company & Partner signed off Standard
Inventories by every branch based on number
of days of sales

Company started receiving closing stocks &
daily sales data for all Company products
online

Stocks sold & closing stocks would
automatically trigger REPLENISHMENT orders

Company guaranteed zero stock outs &
Improved inventory turns for all skus'’.
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Collaboration with CPs, Supermarkets

When Company's products run low at the distribution
centers, Company replenishes all the way to the
Individual branch/store.

Company monitor the shelves through real-time link-ups
that send email/fax on a daily basis

With this kind of daily information, Company knows when
to make, ship and display more products at the these
stores.

Invoicing and payments happen automatically too.
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Summarized benefits

64% reduction in Finished Goods
Inventory

92% reduction in Stock Out incidences
Inventory turns improvement by 27.5%
rade terms improved from 29 days to
19 days

Production Lead Time reduced by 15%

Seeing is Believing



COMPANY PARTNERSHIP
BENEFITS

Eliminates all non-value adding activities - MUDA

Improved PROFIT due to better procurement
system by partners

Improve REVENUE due to zero stock outs

Higher inventory turns leading to better working
capital management

More cost effective utilization of internal resources

Constant availability of Company products on
shelves

Inconsistency removed - MURA eliminated
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Partners Induction Visit to
Company
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USE OF ICT IN SUPPLY

CHAIN MANAGEMENT
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Supermarket Pull Systen

1. Sales process goes to supermarket and withdraws whatheeds when it
needs it.
2. Production process produces to replenish what was \kdirawn.

“Production” KANBAN “Withdrawal” KANBAN
‘ 11
Production I I Sales
Process Process

1
--B-> -(—---R--->

Replenishing Withdrawn
Product Product

SUPERMARKET
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SUPPORTING STRUCTURE

Company’s ERP is online (Baan)

Partners were also made online (different
softwares)

We needed to synchronize these two systems
Bandwidth in Kenya not an issue anymore

Company has the technical know-how & the
logistical infrastructure to action this project with
committed people.

Company Guaranteed successful implementation
of this trend-setting project.
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PARTNERS GO LIVE!M!



DS
AS A SUPPORTING
PILLAR
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Converting Warehouse to Supermarket

Before After
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Converting Warehouse to Supermarket

Before

After
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New Look Supermarket with Visual
Management
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Improved flow helped identify additional
loading bays at ZERO Cost

Before After
2 bays 4 bays
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THANK YOU
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