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This pharmaceutical company produced pain relievers and was facing a number of difficult
strategic issues. The first was long product development cycles coupled with the threat of generic
competitors. There was also the anticipation of price pressures as health care becomes more
regulated. The company realized that it would have to become more efficient and more
responsive if it wanted to continue to be profitable.

Strategically, it became very important to reduce cycle time and increase throughput without
investing significant amounts of capital. Reducing cycle times would reduce costs, increase
revenues, and make the plant more agile. Increasing throughput would allow the company to
add more products to its mix as well as reduce costs.

The manufacturing process consisted of three major steps: (1) weigh and blend the ingredients;
(2) compress and coat the tablets and capsules; and (3) package for shipment. The changeover
times for these processes were significant, on the order of a whole shift or more.

The company started by dividing the operation into seven product flows. Then a CONWIP pull
system was configured to allow each flow to hit cycle time goals. The Packing step sent a signal
to the Weigh & Blend step when the work-in-process (WIP) in the flow dropped below the
target. This target WIP level was calculated using the WIP Setting Tool (see figure below). A
WIP buffer was established to allow for variability in the processes and flow.
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During the implementation phase, there was a period of time when the company decided to
remove the WIP target and let it grow beyond the WIP “cap”. Management kept releasing
material into the system in an effort to get more products shipped. This was a result of the
company’s established culture of trying to follow the schedule generated by the ERP system. The
thought was that starting more work would produce more output. Unfortunately it had the exact
opposite impact and, almost immediately, cycle times began to grow and get out of hand. This
was predicted by FPI’s control system and only after seeing FPI’s prediction come true did the
production managers scale back on starts. The result improved intuition on the part of
management about the behavior of their processes and produced a cultural transformation in the
way the business was managed.

The results included cycle time reductions of 35%, inventory reduced 50% in 90 days, and a
$9 million increase in cash flow. A quote from the plant manager summed it up as follows:

“There is no doubt that optimum WIP levels lead to a more efficient operation with less

working capital exposure. Our customer delivery performance and our operational flexibility

have improved dramatically by managing WIP levels throughout the operation. We are

continuing to apply Factory Physics principles and are expecting further improvement."
--Glenn Gerecke, Plant Manager, Bristol-Myers Squibb Pharma

For more information about Factory Physics principles and applications, visit our websites at
www.factoryphysics.com or www.leanphysics.com or contact:

Ed Pound
Factory Physics, Inc.

email: pound@factorvphvsics.com
phone: 630-870-1163

ot, send an email to info@factoryphysics.com
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