Achieving with

Combining Lean Principles and
Advanced Digital Tools




In the era of Lean 4.0, success isn't just about adopting the latest digital tools—it's about ensuring
that these investments deliver measurable and sustainable returns. Understanding the key metrics
for evaluating ROI allows manufacturers to track progress, identify opportunities for improvement,
and maximize the value of their digital transformation efforts.

Below are the five critical metrics that define

the success of digital transformation initiatives:

Tracking these key metrics provides manufacturers with the tools to align digital transformation
efforts with measurable business goals. These metrics also offer a structured way to assess the
financial and operational impact of Lean 4.0 solutions.

By keeping these metrics in mind, it's essential to understand the critical role capacity plays in

determining ROI. Let's explore how top-line and bottom-line growth are influenced by capacity
constraints and opportunities.
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Understanding the Impact of Capacity on ROI

When evaluating the financial benefits of digital transformation, it's essential to differentiate
between top-line growth (increased revenue) and bottom-line growth (increased profitability),

particularly in relation to capacity.
/4 Top-Line Growth

Achieving top-line growth is most impactful
when market demand surpasses a plant's
current production capacity. Lean 4.0 enables
manufacturers to meet this demand
effectively by enhancing efficiency, quality, and
responsiveness, driving revenue growth.

According to industry standards, a 7-point
increase in OEE typically results in a 1%
increase in  top-line growth, making
operational excellence a critical driver of
financial performance.

Bottom-Line Growth

Achieving bottom-line growth becomes
essential when a business is running at
overcapacity, as revenue growth is
constrained. Lean 4.0 helps optimize costs by
improving efficiency, eliminating waste, and
enhancing resource utilization.

As per the general rule, every 1-point
improvement in OEE results in a 0.5%
decrease in costs, making operational
excellence a key driver of profitability even
under capacity constraints.

ROI Elements Based on Financials

- Improvements in productivity and efficiency, like increasing Overall

@ PFOdUCTIVI’[y & Equipment Effectiveness & reducing bottlenecks, directly raise output,

REERIE enabling more products within the same time. This boosts revenue by
enhancing production capacity and market responsiveness.

Cutting costs tied to waste, downtime, and inefficiencies improves
profitability. By streamlining processes and minimizing unnecessary
expenses, companies can significantly enhance their financial performance.

‘9 Cost

Reductions

Optimizing equipment through IoT, predictive maintenance, and real-time
monitoring reduces equipment downtime and costly failures. This leads to

- Increased
% Equipment

Efficiency higher equipment utilization and lower maintenance costs.

Operational Streamlining workflows and improving production order management

Efficiency results in fewer inefficiencies, allowing operations to run at peak
v Gains productivity, reducing operational overhead.

Implementing intuitive and user-friendly systems helps workers complete
tasks more efficiently, reducing human error and increasing overall labor
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E\ O O O] ON Factor in Operational Savings

BARAR Start \With Baseline Data

Step 1

The manufacturer began with a baseline

OEE of 80%, identifying areas for

improvement in capacity utilization,

downtime, and raw material efficiency. This

provided a clear foundation to calculate the

impact of future improvements ]
Step 2

A 1% improvement in OEE led to an additional
$100,000 in annual revenue, as the company
increased production capacity to meet market
demand. By understanding the financial
implications of small OEE changes, the
manufacturer could quantify its ROl potential
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Step 3

In addition to OEE improvements, the

company reduced raw material waste by

2%, saving $50,000 annually. Predictive

maintenance minimized downtime,

contributing an additional $100,000 in

operational cost savings ]
Step 4

Workflow automation and loT-driven analytics
optimized energy usage and streamlined
processes, generating $150,000 in annual
operational savings

A
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Step 5

The company invested $500,000 in loT
sensors, Al and automation. With $150,000
in annual savings and $7100,000 in
additional revenue, the payback period was
calculated at 3.3 years, resulting in a
sustainable and measurable ROI of 30%,
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BARAR Siart With Baseline Data
Step 1

The plant identified a baseline OEE of 80%,
targeting improvements in capacity,
downtime, and material efficiency.

A
Step 2

K’ O O O] O] Calculate the Impact of OEE

A 1% OEE boost added $100,000 in annual
revenue by meeting increased demand.

A
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Step 3 _ _
Cutting material waste by 2% saved $50,000,

and predictive maintenance reduced
downtime, saving $100,000.

[
Step 4

E\ O O O] ON Factor in Operational Savings

Workflow automation and loT-driven analytics
optimized energy usage and streamlined
processes, generating $150,000 in annual
operational savings
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Step 5

My

A

The company invested $500,000 in loT
sensors, Al and automation. With $150,000
in annual savings and $7100,000 in
additional revenue, the payback period was
calculated at 3.3 years, resulting in a
sustainable and measurable ROI of 30%,
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ROl Formula

Annual Gains

= 1
Investment Cost S

Example (Using the numbers above)

_ 150,000
500,000

ROI x100 =30%

This means that your investment is
generating a 30% return each year, based
on the $150,000 in gains. In other words,
for every dollar you invest, you are getting
$0.30 in return annually.

The payback period in this case would be
around 3.3 years

(since $500,000 + $150,000 = 3.33)

After this period, any further gains would
be pure profit.
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The Role Digital Lean in Cost Saving

When it comes to digital transformation, Lean principles serve as a foundational
element. Lean focuses on minimizing waste, improving processes, and ensuring that
every step of the manufacturing process adds value. However, simply applying digital
tools without adopting lean methodologies often leads to suboptimal results and poor
ROI. The core philosophy of Lean—continuous improvement—must guide the integration
of new technologies.

0O30ZONE’s Lean Co-Pilot, for example, combines Lean management principles with
advanced digital tools such as Al analytics and KPI management. This synergy ensures
that processes remain optimized while leveraging real-time data to adapt and improve
continuously.
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Manufacturers today face mounting pressure
to cut costs, reduce waste, and keep up with
the increasing demand for efficiency—all
while dealing with outdated processes and
limited visibility into their operations. For
many, these challenges can feel
overwhelming. The solution? A powerful
combination of Lean principles and advanced
digital tools, often referred to as Lean 4.0. By
merging these strategies, manufacturers can
not only streamline operations but also
achieve substantial ROI. However, without a
clear understanding of the manufacturing
footprint and the key ROI drivers, navigating

A Manufacturing Footprint encompasses
all the essential operations that form the
backbone of a factory's workflow. This
includes Factory Operations, Lean 4.0
methodologies, and Plant Management. To
gain a competitive edge, manufacturers
need an end-to-end approach that
integrates all aspects of factory operations,
from production scheduling, maintenance
management, and asset calibration to more
strategic areas like loss analysis and
productivity management (OEE).

this transformation can be a daunting task.
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What is Necessary for Successful Transformation

To achieve a successful digital transformation with Lean 4.0, certain components are critical:

Upskilling the Workforce:

Digital tools are only as effective as the people
using them. Training and upskilling your
workforce to embrace and utilize new
technologies is crucial for ensuring that they
can drive the transformation forward.

Lean as a Foundation:

As mentioned, Lean principles are the bedrock
of successful transformation.  Without
incorporating Lean, the digital transformation
process risks focusing too much on
technology without addressing the root issues
of waste and inefficiency.

System Integration:

To truly harness the power of digital tools,
manufacturers must integrate systems across
their entire manufacturing footprint, from
production scheduling and maintenance
management to quality control and loss
analysis.

Contact Us Today 3§
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Advanced Data and Analytics:

Leveraging real-time data, loT connectivity,
and Al-powered analytics enables
manufacturers to detect inefficiencies, predict
issues, and implement continuous
improvements faster than ever before.

The Future of
Manufacturing with
Lean 4.0

As manufacturers look to the future, adopting
Lean 4.0 is no longer optional; it is a necessity.
By combining the proven methodologies of
Lean with the power of digital tools like Al, 10T,
and realtime analytics, companies can
achieve unparalleled operational efficiency
and deliver measurable ROI.

O30ZONE's end-to-end digital manufacturing
platform provides the infrastructure and tools
needed to integrate Lean principles with
advanced  digital  solutions, ensuring

manufacturers can unlock the full potential of
their operations and achieve lasting financial
success.
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