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Step 1: Start with an eye 
on your share holder value 
 
We start with reviewing your financial 
statements. We benchmark some key figures with 
your peers and determine best practice in your 
industry. 
 
One such analysis is cash conversion cycle, where 
we assess how fast your cash is flowing through 
your business.   
 
Figure 1 represents one such output of this step. 
 
We assess three distinct areas of opportunities: 
 

a. Inventory conversion period – How 
efficient are your manufacturing facilities? 

b. Payables deferral period – How well do 
you manage your supplier relationships? 

c. Receivables collection period – How 
satisfied are your customers? 

 
Your current SAP® enterprise solution already has 
sufficient analytical tools to analyze opportunities 
in all the above three areas. 

 
Goals 
LEAN practitioners know that LEAN is a journey 
and not a destination. The goal of our LEAN 
roadmap services is to create possible pathways 
and assist you travel on your LEAN journey in line 
with your business.   

Our roadmap services address the following key 
objectives:  

a. Develop a business case on how LEAN can 
improve your financial performance and 
shareholder value.  

b. Understand state of current LEAN initiatives 
in your organization and identify points of 
operational value.  

c. Develop a roadmap for enabling LEAN 
processes on SAP® and provide a phased 
approach and possible options for 
implementation.  

d. Identify opportunities with your current SAP® 
footprint to support your current LEAN 
initiatives and prepare you for transitioning 
into future state LEAN processes using LEAN 
SAP® solutions. 

Our approach – five 
simple steps 
 
Our five step approach starts with high level 
analysis of your financial statements and ends 
with the lowest level detailed solution 
architecture and implementation plan. All along 
the way, we ensure that you are organizationally 
ready to embark on your exciting LEAN journey. 
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With reducing 
product life 
cycles and 
increasing 
customizations, 
it makes no 
sense to carry 
inventories. 
Volume 
discounts are 
strategies of 
the past. 
 
Ranjan 
Choudhary, 
 
COO. 

Figure – 1: Cash Conversion Cycle – An example 

Step 2: Dive into key 
operational metrics at 
business unit level 
 
Dead stock, Inventory levels, Inventory turns, 
and Slow moving materials are a few metrics 
that we evaluate at business unit level to 
assess inventory conversion inefficiencies. We 
have similar list of metrics to assess 
opportunities with receivables collection and 
payables deferral processes. We slice and dice 
the list using dynamic ABC classification to 
help you focus on high valued problematic 
products, parts, distribution centers, 
customers, and vendors.  
 
Figure 3 represents one such output of this 

 
 

Figure – 2: Dead Stock – The inventory you didn’t need 
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Step 3: Assess current state of 
your LEAN initiatives 
 
In our experience, there is a typical maturity path toward the 
successful implementation of lean manufacturing. Most 
companies start off with a good deal of training, followed by 
the introduction of pilot lean cells or processes. Once the 
pilots are working well, these processes are rolled out across 
the plant and into other areas of the business.  Over time, the 
company learns to apply lean thinking to every aspect of its 
business as it matures into a LEAN enterprise.  
 
We call such a progression as LEAN maturity path.  
 
Figure 4 represents a typical lean maturity path and 
organizational behavior in different stages of the journey. 
 

 
Long planning 
cycles, incorrect 
safety stock, 
large lot sizes, 
incorrect 
replenishment 
times, and 
sourcing not in 
line with 
requirements, 
are a few 
reasons 
organizations 
carry dead 
stock even for 
high valued 
active items. 

Figure – 3: Dead Stock at various plants and distribution centers– an example  
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3. Though the plants resemble simple 
repetitive manufacturing environment, 
discrete production orders are often used to 
initiate production and record usages, 
operation times and output. Most 
transactions at work order level seldom 
serve any purpose. 

4. Material shortages are often determined at 
the work order level at the time of release. 
This is often too late. Can one determine 
shortages more proactively? 

5. Manual spreadsheets are used to calculate 
and monitor KANBAN sizes for parts that 
are on pull. Such means pose major 
challenges when the number of parts runs 
in thousands in the final state. 

6. Key LEAN metrics such as EPEI, WIP-to-
SWIP, Dock-to-Dock and available capacity 
at value stream level are yet to be 
developed.   

 
 

Step 4: Architect a final 
state LEAN solution on 
SAP® 
 
At this stage we have ample information about 
your organization, financial key figures, 
operational objectives and current SAP footprint.  
We would use these inputs to develop a complete 
solution architecture using SAP®’s suite of LEAN 
solutions. 
 
A few typical challenges that influence the 
solution architecture and implementation 
roadmap are given below: 
 

1. Poor forecast accuracy and its impact on 
performance is a common concern for 
most organizations. 

2.  Can low volume products be managed 
using pull? Scheduling product mix 
consisting of “runners”, “repeaters”, and 
“rogues” posed challenges to most 
organizations. 

 

Figure – 4: LEAN maturity path – state of your current LEAN initiatives 
(Source: Brian Maskell and Bruce Baggaley, Practical Lean Accounting, Productivity Press (enhanced to suit the context))  

 
LEAN maturity 
path helps 
determine 
organizational 
readiness. 
 
Organizational 
readiness in turn 
influences 
implementation 
strategy. 
  
An honest 
assessment 
determines 
success or 
failure of the 
implementation. 
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Just like your 
LEAN 
business 
processes, 
you should 
start your 
implementat-
ion with your 
shop floor. 
Unless the 
solution 
meets the 
local visual 
requirements 
of the plant, 
it cannot 
meet global 
demand. 

7. Need to implement “best practice” for 
“available to promise (ATP)” and material 
allocation to customers. During periods of 
scarce supply, there is no structured process 
to ensure that the most strategic customers 
are maintained at a high level of service 

8. Need to implement “best practice” for 
sourcing materials that are managed using 
push (MRP) during the transition to LEAN. 
Process to set up, review and control MRP 
parameters that drive sourcing in push 
environment, needs to be streamlined. 

9. There is a general perception that SAP® 
complicates life on the shop floor.  

10. The key performance metrics reported by 
SAP® arrive too late to be used for any 
corrective action. 

 
Figure 5 represents solution components of 
typical solution architecture for our customers. 

Step 5: Develop an 
implementation 
roadmap 
 
With a good understanding of current state of 
LEAN initiatives, organizational readiness, and  
identified SAP® solution components, we are 
now ready to develop an implementation 
road map for your organization. 
 
We propose a few options before you choose 
the right one. 
 
Figure 7 represents two such options for 
implementing SAP® LPO.  
 
We also identify opportunities with your 
existing SAP® solutions and layout specific 
action plan to support your current LEAN 
initiatives.  

Figure – 5: SAP® LEAN solution – typical list of components 
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Our SAP® 
inSync, a 
proven 
methodology, 
ensures that 
you have 
considered 
your current 
state of LEAN 
initiatives and 
your current 
SAP® 
landscape 
before arriving 
at a solution 
that works for 
you…today and 
tomorrow. 

 
 

Figure – 6: Arriving at implementation roadmap 

Figure – 7: Implementation options – Horizontal and Vertical scenarios 
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Next steps 
 
You don’t have to implement all the components of SAP® LEAN solution at the same time.  You don’t 
have to put all your product lines on SAP® LEAN solution at the same time. A well planned vertical or 
horizontal incremental approach can make your implementation smooth and successful. 
 
From LEAN business strategy to its implementation on SAP®, Lean Axis combines LEAN industry 
experience with SAP® implementation expertise to create solutions that bring real, tangible business 
value. We strive to increase business velocity, staying ahead of our client's needs with innovative 
solutions that deliver a rapid return on investment.  
 
Lean Axis welcomes the opportunity to talk to you more about how we can help you to be more 
successful with your LEAN initiatives on SAP®. Please contact us at info@LeanXis.com or call us at 408-
802-1636. 
 

mailto:info@LeanAxis.com�
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