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Abstract:

Corporate world has witnessed some phenomenal changes in twenty first century with
companies looking beyond West for their business growth. This paradigm shift towards
globalization has triggered many companies to redefine their business strategies to
reduce costs, enhance quality and drive profitable growth in this competitive
environment.

From Strategic planning to Change management, many strategic initiatives are devised
and driven to increase both topline as well as bottom-line growth of the companies. As a
result of these sustained efforts, Lean and Six Sigma have gained popularity with global
companies such as GE employing them as part of their operational and growth
strategies.

GE has already pioneered Six Sigma in their day to day operations and now embedded it
with Lean to achieve better and quick results. Six Sigma provides a problem-solving
methodology that eliminates variation in processes, while Lean encompasses a specific
set of tools designed to reduce or eliminate waste in processes. This integrated
approach of Lean and Six Sigma is widely practiced as Lean Six Sigma at GE and is a
toolkit for continuous improvement.

This paper highlights how Lean Six Sigma is used in the business processes such as new
product introduction (NPI); increase the sales, improve operational efficiency and build
customer relations. In a nutshell, this paper is a reflection of authors’ experience
providing an insight on Lean Six Sigma practices at GE.



1.0 Introduction

"Strategy without tactics is the slowest route to victory. Tactics without strategy is the
noise before defeat." - Sun Tzu (Chinese General, circa 500 BC).

This is an anecdote very well applied in today’s economy where growth is an imperative,
not an option for businesses to survive. Usually, increasing shareholder value through
top-line revenue growth is less painful than bottom line growth which includes cost
reduction or changes in ownership structure. Oflate, companies have realized that
focusing on either topline or bottom-line growth alone will not keep shareholders happy
in the long run.

So, achieving growth is a complex and difficult proposition altogether. Only few
companies succeed in their attempts at sustained growth and used Lean and Six Sigma
approach as part of their growth strategies. GE is one such company which falls under
this rare umbrella. An important dimension of GE’s efforts for sustained growth is the
successful implementation of Lean and Six Sigma tools in its business operations. Since
the Lean Initiative was launched at GE, the application of Lean tools to reduce waste in
business processes has gained significant momentum and already tasted success both at
strategic and tactical levels.

2.0 Lean Six Sigma: Overview

Traditionally, Lean has been more closely associated with production and manufacturing
operations. At the outset of Lean in GE, the Supply Chain organization and its
manufacturing locations were the primary focal points of Lean activity, concentrating on
shortening the cycle from customer order to delivery, and targeting essential areas that
hold the potential for substantial improvement. These natural targets of opportunity
include better flow of work and shorter cycle time in manufacturing, reduced inventory
levels to improve operational efficiency and conserve cash, lower costs and better
forecasting to improve lead times. In the past few years, phenomenal improvements in
cycle times across the Supply Chain, as well as hundreds of thousands of dollars in costs
savings from process upgrades substantiates the power of Lean.

But Lean principles can be applied to all business processes, and we have seen the
benefits from Lean applications to more “transactional” activities. For example, a sales
order approval process in the business historically averaged 7 days from the customer
purchase order to the creation of a sales order in the business system. In this 7-day
span, the PO and accompanying documentation went through a series of approval gates
in Sales at various levels. In a Lean Action Work-Out, the approval process was
thoroughly outlined with Lean’s Value Stream Mapping approach, and each step was
examined to determine if it really added value and if it could be completed in parallel
with other steps. In addition to streamlining the process, the Work-Out team also



digitized it, eliminating paper from the cycle. The result was a sustained reduction in
average cycle time to 2 days with increased customer satisfaction.

Lean is essentially a systematic approach to eliminating wasted steps and time and
focusing on delivering products and services valued by customers. Coupled with Six
Sigma, it builds on an already strong foundation of quality improvement practices and
process rigor. At GE, emphasis on Lean training alongside Six Sigma and continuous
usage of these tools has become part of GE’s DNA — widely known as “Lean Six Sigma”.

3.0 Wing to Wing: From Commercial to Operation excellence

Today’s global market is more driven by innovation and a premium would be placed on
companies that could generate their own growth. Top Management at GE is determined
to move GE from a culture of productivity to a culture of organic growth. This doesn’t
rule out the importance of productivity but the focus has broadened much beyond this.

GE has two core business process put in place to drive the organic growth with rigor and
vigor across all its businesses with Inquiry to Order (ITO) and Order to Remittance (OTR)
focusing on commercial and Operational excellence respectively. Speed and quality in
these core processes mean better responsiveness to customers. Also, there are two
enabling processes, one focusing on new product introduction (NPl) and other on
building customer value proposition through “At the Customer, For the Customer”
(ACFC) process. Exhibit 1 highlights a customer centric process.
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Exhibit 1: Customer Centric Process



3.1 Inquiry to Order (ITO)

Companies put in lot of efforts to generate customer inquiries but often struggle to
convert them into orders. Some even struggle at the first instance due to lack of good
processes. Usually, Marketing, Sales and Service functions form the front end of
companies and are very critical in driving commercial excellence. At GE, the ITO process
focuses to enhance sales force effectiveness resulting in higher hit rates and Net
Promoter Score (NPS) which is shown in Exhibit 2.
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Exhibit 2: ITO process

3.2 Order to Remittance (OTR)

Achieving better operational efficiency means quicker customer delivery, inventory
optimization, and increased productivity resulting in sustained bottom line growth of
the company. More importantly, it triggers the pull for ITO process in extremely
demanding market. Manufacturing and Supply Chain functions play a vital role in driving
this back end effectiveness which in many aspects considered to be the back bone of
company’s growth. At GE, the OTR process (Exhibit 3) encompasses sales order entry,
engineering, purchasing & sourcing, manufacturing & ontime delivery of high quality
products to customers. It also focuses on timely payment from customers which is very
essential in high stake businesses like GE.
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Exhibit 3: OTR Process



3.3 At the Customer, For the Customer (ACFC)

As GE continues to gain deeper levels of expertise from the internal application of Lean
Six Sigma, it also started working to share its knowledge with customers. When Jeff
Immelt became CEO in September, 2001 he initiated a program that we call At the
Customer, For the Customers (ACFC). The program is an effort to share with customers
what GE has learned over 100 years of doing business across diverse operational
segments. In return, the efforts to deliver incremental value for customers help deepen
the relationship to facilitate future business opportunities, creating a win-win scenario
for both the sides.

A large portion of knowledge sharing (Exhibit 4) through ACFC is driven by GE’s expertise
in Lean Six Sigma. Typically, an assignment begins with an overview followed by
discussions with executives and managers. Why do they perceive to be the problems? Is
overtime pay excessive? Are delivery dates chronically missed? Is unit production cost
too high? Are lead times flat or increasing compared to competitors? The engagement
can take the form of introductory sessions and corporate management training to joint
working sessions on-site with customers.
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Exhibit 4: ACFC Offerings to customers — Building Long Term relations



3.4 New product Introduction (NPI)

New Product Introduction is a key growth driver in any business. Innovating new
products and services delivers more value to the customer and helps their bottom line
through productivity and growth, while also delivering growth for company. The right
NPIs, done faster, provide a competitive advantage to companies and its customers.

At GE, the innovation process is driven through NPl workout (Exhibit 5) which defines a
process to capture the voice of the customer, develop and deliver a solution that the
customer will buy, and then to ensure that solution flows from idea generation to
product launch at the pace required by the customer. GE had number of such events
where participants are from Engineering, Customer Service, IT, Operations, Lean Six
Sigma, and Marketing. The primary focus would be to value stream map the NPI process,
identify waste and thereby identify potential areas for improvement.
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Exhibit 5: NPI Workout - Innovation Cycle



4.0 Lean Six Sigma practice at GE: Case Study

GE Consumer and Industrial (GE C&l) is one of the GE growth businesses in India
focusing on Industrial and Lighting segments. The industrial segment includes electrical
distribution products like switch gears, control panels and Air circuit breakers (ACB).

The Industrial market in India is on a growth curve and GE has aggressive plans to
increase the market share in this growing pie. However, the Sales teams were looking
for penetrating strategies with key customer bases like NTPC, Tata Motors and so on.
The Master Black Belt, who was assigned a challenge to resolve this “Big Y”, has
conducted an Action Work Out (AWO) to chalk out the ways and means to resolve this
problem. The key action items were taken up by the Lean Six Sigma team and found that
customers touch time (X) was the key driver for generating orders and converting the
same into orders (Big Y).

As a result, initiating a ACFC program at key customer base like NTPC was the need of
the hour to improve the customer engagement process. A Lean Six Sigma workout was
conducted by GE’s Lean Six Sigma team at NTPC, Singrauli to improve their plant
efficiency. In the process, NTPC has gained immensely by working with GE team and in
return, GE has built strong customer relations which paved way for sales team to
develop critical leads and bag more orders.

Despite generating more orders, execution of these projects found to be another bottle
neck in the business process. The manufacturing plant located at Pondicherry had
limitations on the capacity output with plant operating two shifts per day resulting in
huge overhead costs. Led by a Lean Six Sigma Black Belt, a project team was formed to
address this business problem. A Current Value Stream Map was developed by the team
to understand the value added and non value added activities in the overall process.
There were 5 Action Work Outs (AWO) conducted at the plant to come out with
improved process to fix the problems. The team developed a Future Value Stream map
with inbuilt Lean principles and Kaizens resulted out of the AWOs were quickly
implemented. The new process enhanced the plant output as well as improved the plant
fillrate.

At GE, the journey doesn’t end with customer delivery but also carries forward to make
sure the customer is happy with its products and services. In this regard, Net Promoter
Score (NPS) initiative was rolled out to gauge customer satisfaction levels and post
survey data analysis indicated the burning areas in the business process. Improvisations



on CRM, roles and responsibilities were few changes made to resolve the post sales
issues and improve the customer response time. However, there was a long term need
for new products in the market as the existing products were becoming redundant. A
NPI workout was carried out to understand VOC and as an outcome of this, the
technology team has brought in new design changes. These efforts were well received in
the market and reflected by winning more orders and also win back the lost customers.

5.0 Final Note

We've seen the power of Lean and its capability to drive process improvement when
used in tandem with Six Sigma rigor. Lean is a simple, effective set of tools that can
trigger huge gains in productivity, which benefit not only the business, but also the
people engaged the processes targeted for improvement. Regardless of the application,
Lean in every instance comprises some basic concepts and yields some essential
benefits. It focus on elements such as value as defined through the customer’s eyes,
flow in terms of work movement, and the ongoing pursuit of perfection in processes.
More importantly, Lean Six Sigma creates the capacity to fund business growth by
freeing up people and resources from non-value-added work, reducing costs and fosters
top-line growth by enabling the business to bring products and services to the
marketplace faster and better.

The combination of Lean and Six Sigma is proving to be a powerful answer to a familiar
guestion - amidst growing competition and a constant pursuit of efficiency, how can we
get better at what we do to help our customers win? For GE, that means pursuing
perfection in own processes while sharing the best practices with customers through
the ACFC program. It's a hybrid approach to continuous improvement that GE believes is
absolutely critical to creating meaningful long-term value.



