TOCICO Case Study – Godrej Security Solutions continues its Viable Vision journey showing growth in Profits & Profitability even in a recession year
About Godrej Security Solutions:
Godrej Security Solutions (GSS) having an annual turnover of Rs 900 crores (approx. $150mn) is in the business of manufacturing Physical Security products such as Safes, Strong Room Doors, Safe Deposit Lockers, Record Protection Equipments, Home Safes, Marine solutions and providing turnkey Premises Security Solutions. GSS is a division of Godrej & Boyce, India, a conglomerate of over 15 businesses in areas as diverse as appliances, engineering etc, having a turnover of over 1.2 Billion USD.
GSS operates in two market segments i.e. Institutional and Retail. In Institutional segment its main customers are Banks, non-Banking Finance Companies, diamond merchants, post office, etc. In the Retail segment it sells Home Safes to end consumers through a distribution channel.   
GSS is a market leader in India with around 60% market share. It also exports its security products to more than 50 countries. 
About the industry & situation prior to TOC implementation:
Market related challenges:

GSS main customers are banks and every bank requires physical security products for its new branch. A delay in opening the branch leads to significant losses for the bank (loss of revenue/market share, incurring rentals). In a year, most new branches commence during the second half of the year (around 75% of the branches open during Oct-Mar). This skewed demand puts pressure on suppliers to deliver products in a shorter lead-time because not opening a branch within a time frame also results in expiry of license of that branch.
With many players in the market, there was pressure on GSS to not only deliver orders in short lead-time but also reduce margins to win orders.  

Supply Chain & Manufacturing challenges:

The plant involves assembly of more than 50 components supplied from various sources (in-house or suppliers). There was significant de-synchronization at assembly leading to uneven load and loss of capacity. Simultaneously, assembly preferred making standard products that gave better productivity. These two factors caused unreliability and lead-time to vary significantly. Also frequent expediting due to emergencies from customers, further added to the chaos.
Thus GSS had to rely on forecasting to meet demand. Further, these stocks were pushed to the branches based on forecast resulting in mismatch of stocks.
Moreover, underutilization of capacity during the lean season (first half of the year) and then ramping up for the peak season, used to create lot of disharmony (in terms of hiring/firing resources at different points of time) with suppliers of GSS. 
Due to the above issues, GSS delivery performance was poor and order lead times used to vary between 4 to 12 weeks (as against customer’s expectation of 4 weeks). These issues used to delay bank’s branch opening leading to severe customer dissatisfaction and subsequently loss of sale. As a result GSS was losing market share and profits/profitability was stagnant.

TOC Solution that was deployed:
The project objective was to increase profits five times in 4 years by building a Reliability Competitive Edge with lower lead times, while ensuring more output from same capacity. The implementation started in October 2010.
The following solution elements were implemented:
· TOC Operations solution in the supply chain: Build Reliability as well as reduced lead times (On time with a shorter lead time)
· Extension of TOC solution to all A & B class material suppliers - Synchronizing the entire supply chain and bringing the stocks down at overall level
· “Happy Hours” offer to key customers to pull ahead demand into the lean period (more orders in the first half of the year to even out the load on the plant & suppliers)
· GFA (Guarantee for Availability) offer to Non-Banking segments such as Jewelers, Petrol Pumps, Transporters, Corporates, etc which also require Physical Security Products. This segment was largely untapped due to GSS focus only on the banking segment. This segment was targeted to reduce dependence on the banking sector and ensure uniform demand throughout the year.
· T/CU based decision making: Orders of products with low T/CU were regulated by increasing prices/controlling discounting
· Throughput accounting based decisions at organization level to control discounting
· Throughput based incentive scheme (as opposed to topline based) for Sales
· Continuous POOGI - Effective deployment of POOGI projects to quickly raise capacities thereby tapping every opportunity of maximizing sales.
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Post TOC implementation the following results were achieved:
· On Time performance of the plant is around 80-90% (earlier it was 30%)
· Order delivery lead time is now less than 4 weeks
· Production lead time has reduced by more than 60%
· Output from the plant has more than tripled with the same resources
· Overtime has reduced by 80%
· WIP has reduced by more than 57%
· Working capital turns have increased by 42%
· Market share increased from 58% to 62%
· Profits have tripled
· Profitability (PBT/Sales) has more than doubled  

