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SUMMARY

Industry
Manufacturing

Business Problem
Potentially over-designed packaging  
specifications contributing to high input 
costs.

Methodology
Six Sigma

Solution
Reduction in plastic shroud thickness.

Benefits/Results
Reduced input costs without compromising 
integrity of shrouding.

Key Tools Used
 � FMEA
 � Pilot solution
 � Two-sample hypothesis testing
 � 2 sample hypothesis testing

Increasing the price of your  
products to compensate for the  
increase in material costs can 
cause a drastic drop in sales. 

Changes in processes cannot be 
implemented blindly. The impact 
of any transformation in systems 
has to be measured, analysed and 
intelligently interpreted.

Problem Solved.

Can one compensate for the 
effect of the worldwide economic 
crisis on cost of packaging and 
other materials required for 
manufacturing? 

It is no secret that the whole world is facing 
an economic crisis which directly impacts on 
the cost of materials and packaging. 

Increasing the price of a product in order to 
compensate for the increased cost of inputs 
could cause consumers to reconsider the 
value of a product, which could result in a 
drastic drop in sales revenues. So, is there 
another way in which manufacturers can 
survive the pinch of such external factors and 
still turn a substantial profit? A leading local 
glass manufacturer was recently forced to 
face this universal dilemma. This is how the 
company addressed the issue.

Point of departure for treating the 
symptom: define the root of the 
problem.

In production-driven environments 
where the emphasis is on results, it is 
a very common mistake to overlook a 
number of the most important elements 
that affect costs. As soon as companies 
fail to achieve their financial goals, they 
tend to immediately look into ways to 
increase production. Although increased 
productivity is always beneficial, it will not 
necessarily reduce the cost of manufacturing 
the product. It will also not solve the 
predicament of what this product can be sold 
for, while still maintaining a perception of 
value in the end user’s mind. 

Using a combination of Lean Six Sigma tools 
and other business process management 
methodologies, this company’s first step was 
to identify the extent of its rising costs. This 
involved, amongst other things, close analysis 
of every element within all processes that 
impacted production, the time spent on each 
and the cost thereof. Data was systematically 
collected, measured and interpreted. 

This led to a conclusion: the rising price 
of plastic, used to shroud the company’s 
products, was one of the biggest factors 
impacting production cost. Shrouding is the 
process by which palletised glass bottles are 
wrapped in plastic to prevent damage during 
transport.

Re-evaluating production processes 
and material specifications can 
make an astounding difference. 

The improvement team then determined 
that an enormous reduction in cost could be 
achieved if they could switch to a plastic with 
a lower specification for their two different 
shrouding phases. For the two shrouding 
processes in question, they previously used 
110 micron plastic. Their latest studies 
showed that it should be possible to reduce 
this thickness to 100 and 75 microns, 
respectively.

This then pointed to a two-tiered challenge:

• First, the team had to negotiate non-
standard material from the supplier and 
ensure a consistent and reliable supply

• Second, it had to investigate whether 
such a change would be detrimental to 
the end product.

Once the suppliers had agreed to supply the 
plastic according to these requirements, a 
trial project was set up to determine the 
results of using the new plastic thickness. 
Once again, Lean Six Sigma and related 
business tools were used to measure, analyse 
and interpret all outcomes and data—and 
then to forge a way forward.

It then became apparent that using 75 
micron plastic would not be suitable, as it 
resulted in “burn holes.” So the team tried 
a thicker plastic of 85 micron. This yielded 
satisfactory results, and the quality of the 
end product was still well within the set 
parameters.

Increasing production is not 
always the solution for declining 
profits. Companies need to look 
into ways to work smarter, not 
necessarily harder.

Critical Re-Evaluation of Production Processes and Inputs Results in Massive Savings
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A seemingly insignificant  
adjustment, from using 
110 micron plastic to using 
100 and 85 microns for different 
applications, yielded a cost 
saving of around R3 million at 
just one manufacturing plant!

Problem Solved.
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Almost insignificant changes can 
yield enormous financial returns.

The trial run was successfully completed 
within a period of six months and, thus, 
the company went ahead and effected the 
planned changes. This seemingly minor 
transformation produced the following 
results:

• A saving of around R3 million per annum 
at this particular manufacturing plant.

• Due to the success of the project at the 
pilot plant, these changes will be rolled 
out at all plants nationally, equating to 
millions more in future savings.

Apart from these astounding figures, there 
were also non-tangible benefits that arose 
as a result of the combination of business 
methodologies applied:

• Various other, inefficient processes were 
identified and streamlined for the sake 
of optimising productivity.

• Subsequently, new projects that could 
lead to further cost savings were 
identified and are being implemented. 

How did they do it?

At face value, what the team achieved 
seems very simple. However, for employees 
who have been accustomed to executing 
processes in a certain way for many years, 
it is more often than not very difficult to 
recognise an obvious solution, even if it is 
right under their noses. 

As a matter of fact, for most to see the 
forest for the trees, they need objectivity, a 
complete paradigm shift and an analytical 
approach to each and every one of their 
processes. This is why the team first enrolled 
its employees in Lean Six Sigma training, then 
contracted BMGI South Africa for on-site 
assistance with the implementation of what 
they had learnt. 

But most important was the fact that 
Lean Six Sigma black belt practitioners 
were selected and schooled to focus on 
assignments—with no other responsibility 
but to see them through from beginning 
to end. This ensures ownership of projects 

that will improve business processes and 
guarantees completion within a much shorter 
time period. It also means that the benefits 
of cost savings and enhanced productivity 
can be enjoyed much sooner.

What is Lean Six Sigma and what 
does it mean to have a black belt 
in Lean Six Sigma?

Lean Six Sigma is a series of business process 
management disciplines, aimed at identifying 
the causes of defects and methodically 
optimising systems that will lead to the 
elimination of deficiencies, improvement in 
operating efficiency, minimal variations in 
manufacturing specifications and reduction 
of waste.

Every Lean Six Sigma project in a company 
is carried out within a defined sequence of 
procedures and has financially quantifiable 
targets, such as increasing profits or reducing 
costs.

A black belt in Lean Six Sigma is a person 
whose time is totally devoted to the 
execution of an identified Lean Six Sigma 
project. Having a dedicated Lean Six Sigma 
black belt practitioners in a company will 
ensure faster turnaround time of projects, 
which means identified targets are reached 
quicker and benefits such as cost savings are 
enjoyed sooner.

Can other companies in other 
industries gain from the application 
of Lean Six Sigma principles as well?

In an ever-changing business landscape 
which is increasingly competitive, there are 
always numerous external factors that affect 
the success of any company. The problem 
is that the market place transforms, and 
companies, more often than not, fail to make 
the necessary adjustments to adapt to these 
changes.

“A relatively minor alteration in the material 
specifications meant a cost saving of 
millions. Now, imagine what Lean Six Sigma 
can do for your business!” says Salomon 
Erasmus, founder of BMGI South Africa, 
enthusiastically.

ABOUT BMGI

BMGI enables companies throughout the 
world to identify and solve their most 
important business problems, with a strong 
emphasis on sustainable results. During its 
long history, BMGI has developed solutions 
for a broad spectrum of businesses across 
many industries, driving the success of 
process-improvement, design and innova-
tion initiatives. Just a few of BMGI’s clients 
are General Dynamics, TNT Express, Avis 
Budget Group, China Chemical, Graphic 
Packaging, Siemens, Hitachi and Philips 
Electronics. For more information, please 
visit the BMGI website at www.bmgi.com               

Lean Six Sigma principles are beneficial 
to any company that wishes to identify 
causes of defects in their systems, improve 
business management processes, eliminate 
deficiencies, improve operating efficiency, 
minimise variations in manufacturing 
processes and reduce waste. All of these 
are bound to have substantial financial 
advantages.

What is Lean Six Sigma?




