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Mölnlycke Health Care Wound Care Business
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Designing and implementing a global Sales & Operations Planning capability
Executive Summary

Passion is a core value shared by Mölnlycke Health Care and LCP Consulting. Mölnlycke’s passion for progress has made it one of the most trusted health care brands in the world. LCP has a passion for delivering business benefit through demand and supply chain consultancy. Together we have worked successfully on a range of projects over a number of years.

Mölnlycke’s newly-formed Wound Care division is a €300m global business offering a range of unique products based on a patented soft silicone technology that greatly assists wound healing.
In order to help Mölnlycke deliver excellent customer service and manage the complexity of its demand and supply chain, LCP Consulting designed and implemented a global Sales and Operations Planning (S&OP) process. This enabled an integrated approach to business planning, helping to track and predict progress against the business plan across 13 sales organisations and two European manufacturing plants.

Why LCP’s engagement was essential for project success

LCP’s expertise provided drive and direction – and confidence to the project team – that a viable process could be designed, implemented and embedded into the business against an aggressive timescale. Mölnlycke was aware that without this type of external expertise a project of this scale could go wrong.
What was the problem/opportunity faced by the client?

Mölnlycke’s Wound Care business was formed in 2005 through combining manufacturing facilities at Mikkeli in Finland with the Oldham plant in the UK. These facilities produce a range of products that are marketed and sold around the world. The innovative, silicon based products significantly reduce the wound trauma associated with the removal of traditional dressings. Specifically, they reduce recovery time, minimise pain to the patient on removal and help prevent scarring. These benefits are increasingly driving demand and fuelling market growth.

Growing market share in an expanding market requires continual investment in capacity. However, long lead times make the timing of capital investment rather challenging, with new capacity often coming late on-stream. This can lead to a market catch-up situation. For Mölnlycke, poor product availability was not an acceptable situation in such a premium market.
In addition, creating differentiation in a developing market requires a stream of new products to fill the emerging niches ahead of competitors. This requires synchronisation of:

· manufacturing capability;

· national market regulatory approval;
· supply chain capacity ramp-up.
Operational complexities were compounded by the internal coordination and communication needs of a newly amalgamated business. The supply chain planning team was based in Waremme in Belgium, the new product development and finance in Gothenburg, Sweden. The result was an organisational disconnect amplified by the arrival of a newly appointed Supply Chain Director in Gothenburg.

The new business required bridge-building across organisational and cultural boundaries, so that its different parts could work more effectively together. 
The challenge was therefore to implement processes that would lead to a better way of co-ordinating the complex global demand and supply chains – and ensure that Mölnlycke provided excellent customer service while maintaining profitable growth.
Brief Project Background
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The timing of capital expenditure is critical to ensure alignment of new product launches with the market place. Being just ahead of the market expansion curve gives a competitive advantage over less responsive competitors. Mölnlycke knew that a robust S&OP was critical for it to progress in a rapidly developing market.

“In order to achieve consistent availability of advanced products and an efficient supply chain, it is critical that we implement a S&OP process. This will enable us to ensure that the supply chain is aligned with the needs of the business and control costs more effectively.” – Anders Klinton – Operations Director
There was a need for the new process to balance supply and demand, and enable progress against the business plan to be measured. It also required an understanding of the impact on the business of new product development and launch.

Mölnlycke had previous experience of S&OP processes across other parts of the organisation and had been dissatisfied with their implementation.

The Wound Care business sought to minimise the risk associated with this new project and therefore approached LCP Consulting for support. LCP already had significant experience of successfully implementing S&OP across global businesses and, through research work with Cranfield University, had developed leading edge S&OP design and implementation methodologies. 

Consulting Activity

The approach proposed by consultants

LCP proposed to operate a joint team with Mölnlycke to design and implement a S&OP process – incorporating the two manufacturing plants in Finland and the UK, coupled with third party supply and the 13 sales organisations around the world. The plan was to
· commence process design in early October 2006;
· roll-out training in early 2007;
· embed a fully working process in place for May 2007. 
This was an aggressive timetable but one which, based on similar experience elsewhere, LCP was confident of achieving.
What actions were taken?
An inventory benefits model – with a focus on clearly distinguishing between cost reduction and cost avoidance – was developed by LCP. While the model identified inventory reduction in some areas, in others inventory would increase to service an expanding market. However, a key benefit of the new process would be that the rate of inventory growth would be subdued, so avoiding future cost.
Many qualitative benefits were also identified and explained to the client. They built on LCP’s experience that a wealth of opportunities come from having a common “demand and supply chain language” across the whole business, regardless of the type of organisation.
The project was structured into three phases:
· audit and design;
· pilot, test and implement;
· roll-out and embed.
At the end of each phase there was a check-point with a thorough review by the project’s Steering Group. The review ensured that the business stakeholders were engaged with the project, understood its implications and were equipped to help win the ongoing hearts and minds debate over direction.

Phase 1: audit and design

The project team analysed the existing demand and supply chain processes, from forecasting through to production and supply planning. The findings were that:
· Many process elements were either informal or non existent;
· The market organisations had varying degrees of involvement in and enthusiasm for forecasting, but the central supply chain team manipulated and frequently applied its own view of demand;
· Market intelligence was inconsistent, with no formal sign-off or feedback of forecast accuracy;
· Forecasts were frequently very biased, encouraging second guessing of the forecasts to influence production schedules at the two plants.

The overwhelming view was that there was no incentive to produce a “better forecast”, as this did not appear to result in “better product availability” for a particular market.

These findings were not unique to Mölnlycke; indeed, were consistent with LCP’s recent experience of other organisations. Leaning on its experience of similar problems, and utilising the findings from the Cranfield University research, LCP worked with Mölnlycke to develop an integrated S&OP process to address the issues identified.
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Fig.1 Outline of Wound Care S&O Process

From the analysis it was apparent that extensive communication and training were required across the business to gain the support of the key stakeholders and demonstrate how actions within the organisation were interlinked.
Phase 2: pilot, test and implement

In order to demonstrate the process and gain buy-in across the organisation, the project team focused on an initial pilot implementation. This tested the whole process within the European markets, excluding Asia Pacific, the USA and Canada. The pilot enabled LCP to tailor the templates used to standardise both the process and the development of Mölnlycke’s specific training material. Workshops – involving more than 50 people – were run with all the relevant groups across the business, to enable them to contribute and give feedback to the implementation team.

As part of the pilot, a hierarchy of performance metrics was developed. The measurements enabled detailed information at a granular level to be used to understand why consolidated metrics went “off track”. One such metric was forecast bias, used to quantify the tendency to either over, or under, forecast. Understanding the metric was critical, because it was this tendency that encouraged the plants to second-guess the forecast.
Phase 3: roll-out and embed

Following the successful pilot, the team worked through three complete cycles of S&OP events to help define the on-going S&OP calendar. The results enabled insights to be documented and shared, and contributed to the refinement and embedding of the process.

Scope and scale of consulting intervention

The project was delivered to a tight, six month schedule. During this time the process was developed, piloted and adopted globally. In total, five LCP consultants and more than 100 Mölnlycke personnel across the organisation were involved in the project.
Success factors and challenges

To what extent were the project objectives met and challenges overcome?
A key challenge of this project was the need to ensure the timeliness and validity of the information required to support the S&OP process. Specifications were put together to enable reports to be generated from Mölnlycke’s business systems. However, these data and reporting developments had a lead time that was behind the initial process implementations.
An initial lack of reporting had led to some accusations of “nothing has really changed”. At this stage executive backing for the project was essential. Senior executives from across the business put their weight behind the implementation with decisive messages of support. These messages were later used within the training material that was developed to support the implementation.
What were the benefits to the client?
This S&OP process is now the key monthly meeting in the executives’ calendar, enabling them to get a summary of the impact that the demand and supply chain has on the business plan.
A key achievement has been timely resolution of capital investment issues. As a result, better judgement can be made on when to invest in expanding facilities to meet growing market demand. The Mölnlycke executive is delighted with the visibility this process has enabled for investment decisions.
What were the lessons learnt from the intervention?
The process has embedded especially well in the 13 sales organisations, enabling them to make a closer connection between their forecasts and their assessment of their ability to meet the business plan. The objective to remove central manipulation of the forecast has been successful – with all product forecasts now being determined locally.
Consequently, the regions feel in control and accountable for executing the resulting plan. The central role, in contrast, is one of aggregating forecasts from different markets, examining the trends and challenging the 13 sales organisations on the direction of their forecasts.

The central team now has time to concentrate on continuous improvement and the aim is to develop further the linking of operations into the company’s financial planning community, enabling the S&OP process to provide more accurate budgeting information.
The client/consultant relationship

The project was an exemplar of how LCP believe consultancy projects should be. All LCP’s projects have both technical and organisational challenges. In this case the technical challenge was focused on defining a world class S&OP process that would work across the whole Wound Care business. The organisational challenge was focused on convincing stakeholders that, after numerous failed attempts, this time the S&OP process would be successful. 
To address the technical challenge it was important that there were people on the team who had real S&OP process expertise. To address the organisational challenge it was imperative that the team contained people who understood how to go about changing the attitudes and behaviours of the Mölnlycke organisation. That is why the project team was a joint Mölnlycke - LCP Consulting unit; this joint way of working is part of LCP’s standard approach and a critical success factor in all of our projects.
Don Harding – Mölnlycke Wound Care Business – Supply Chain Director, says: “We would not have been able to implement this without LCP. We would not have placed the necessary emphasis on the training and communication that is required to move everybody forward.”
Anders Klinton – Mölnlycke Wound Care Business – Operations Director, says “This is the best managed project in Mölnlycke for at least the last two years, as it was on-time, and on-budget – and is now the Mölnlycke way of doing things.”
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