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BU’ILDING A LEAN, WORD CLASS ENTERPRISE
A QUESTION OF LEADE&HIP BY DAVE DIXON

In our last issue we advanced
the notion that lean
techniques offer the same
benefits to a small shop
owner that they do to a larger
OEM company with more
repetitive product lines.

Now | etds | ook
requirements for mounting a
successful lean
implementation.

As companies contemplate
the lean journey, they usually
have to come to grips with the
following questions:

e What is a World Class
company?

e What is considered World
Class performance?

e What are the most
important factors in
achieving World Class
performance?

e Why do World Class
Manufacturing programs
fail?

This article outlines answers,
based on observations and

crets of

experience over the past two
decades.

The World Class Compafip
definition

World Class companies are
elite competitors in their
respective industrie$i
manufacturers judged to be
the best of the best by their
customers, employees,
suppliers and communities.
And they are globally
competitive, capable of
defending their markets
against foreign competitors
while successfully penetrating
foreign markets.

John Boyer, a colleague and a
keen student of lean
manufacturing, has reduced
this general definition to four
fundamental criteria. World
Class Manufacturers are:

1) The preferred suppliers in
world markets

2) Capital magnets, able to
attract either equity or
debt financing with ease

.TechnicalChange.com and order your free copy @ h e
[Seegpage Sfarclatadlss s . 6

3) Soughtafter places of
employment

4) The business of choice by
the community

Closely related to these
criteria is a set of
measurements that shape
the perceptions of customers
and stakeholders. (Figure 1)

Performance Metrics

Elite competitors deliver
extraordinary value, as
perceived by their customers.
Value is a function of service
and quality received at a
given price. That price can be
relatively high as long as
customer expectations are
exceeded more consistently
than by competitors offering a
lower price. However, the
best companies rarely run the
risk of being the highpriced
competitor.

(Continued on page 2)
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Figure 1. Measurements that shape the perception of customers and¢lass operation. This
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To give the greatest value at
equal or even lower prices,
the manufacturing function
must achieve very high
levels of effectiveness and
productivity. This means
that processes, facilities,
systems and the
organization are configured
to deliver:

e 95% ontime delivery to
promised date

e Total order throughput
time 50% or more,
below industry average

e Superb quality at a cost
50% below industry
average

e Productivity in dollars
per employee per year
30-50% above industry
average

e Inventory turnover 20
50 times a year

e Operating profits 50
100% above industry
average

e Employee turnover
rates less than 10%

¢ An accidentfree
workplace

e Engaging every
employee in cost
improvement activities
every day

Other metrics drive the
improvement necessary to
achieve these levels, such
as setup time, lot size, shop
lead time, distance traveled,
number of handoffs,
housekeeping scores, yield
rates and production
linearity. The lean, world
class company focuses on
measuring and improving
these indicators through
proven techniques.
Success is reflected in the
top-evel results above.

After describing the
characteristics and
performance capabilities of
an elite competitor, the
question beco

we get there?b6
is straightforward.

Making It Happen

In every successful world
class manufacturing
implementation we know of,
the person positioned to
make decisions and
allocate resources is
determined to have a world

determination is, without
exception, backed by a clear
understanding of the
technical and cultural
aspects of world class
manufacturing. These
leaders catch a vision of
what their companies can
become and constantly
share that vision with their
peoplefiformally and
informally. Detailed
implementation activities
are delegated to staff
members. Sequencing of
events and timing are
negotiable, but whether or
not the implementation will
go forward is not up for
debate! In other words,
becoming a world class
competitor is not optional.

(Continued on page 3)
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In a real sense, the physical
environment, the culture,
and the
performance become an
expression
personality. In the same
way a painter, a musician or
a writer is invested in their
work, those who lead a
worldclass manufacturing
implementation seek to
create a lasting legacy. We
often see this in the unique
characteristics of each
successful implementation;
they are never quite the
same.

of

When the program
becomes the |
passion, nothing stands in
the way.

Connected with this
mindset is an acceptance
of the long view. Like
timber company executives
who spend millions to
reforest loggedout areas
with trees they will never
see grow to maturity, these
leaders invest their
company®6s
improvement programs that
are never really finished.
The journey to excellence
often extends beyond their
tenure.

res

Shortterm thinkers and
opportunists are not likely
to make the commitment to
such an effort, which is why
some companies (too
many, perhaps) will never
become world class

compa

performers. And even the
most determined leader
and management team will
be challenged as they
attempt to drive ;
fundamental change in the
manufacturing process.

Causes of Failure

It has been said there can
be no failure if you never
quit. This is certainly true
of a lean implementation.
The most common cause of
failure is lack of
persistence, or
unwillingness to work
through the inevitable
stumbling blocks. A period
of work and investment
precedes the promised
benefits, and
abide the waiting or
associated problem solving.
They simply quit too soon.

Another cause of failure,
though not as common, is
the absence of a
reasonably stable, educable
work force. If turnover is
too high, and the caliber of
empl oyees is
very difficult to develop the
knowledge and skill
necessary to be a world
class performer. Some
remedial steps may be
required to upgrade the
work force before going
forward. This problem can
apply to administrative
personnel as well as hourly
people.

A third threat to successful
implementation is the
phenomenon we call
resistance to change.
People often have difficulty
adapting to the concepts,
principles and practices of
lean manufacturing.
Although lean is
fundamentally different,
most people will embrace
the new techniques when
they know what is expected
and have the required new
skill sets. Where someone
cannotiior will notiaccept
the change, management
has to make tough
decisions.

to sacrifice the program to
pl acate the
better that one man perish
than to have a whole nation
dwindle in

Finally, we see some lean
programs fall victim to an
endless array of
distractions.

Business is up, or business
i s
new software is being
installed é t
problem, or a new product.
Years slip away, and
virtually no real
improvements materialize.
Avoiding this trap requires
true commitment. It
ultimately comes back to
the | eader 6s
to keep moving forward.
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VISTA CASE STUDYTHE FORMULA TO LEAN SUCCESS
BY DAVE SCOTT

Every person in a company
that has embarked on a
World Class journey knows
that there are no shortcuts.
The formula is simple:

e Have superb leadership

e Educate and train at all
levels

e Plan the transformation
(vision)

¢ Execute and manage
change (strategy)

e Monitor and measure
results

e Repeat

The challenge in 2005 at
Vista, a division of LMI
Aerospace, was that only
the first ingredient existed.
When Ed Campbell became
General Manager, he saw
immediately that their
current state had to be
fixed. He also recognized
that Vista
unassisted
a huge amount of time.

an

As he analyze
performance, it became a
choice between turning the
division around or
recommending the transfer
of most work to other
divisions:
e Ontime delivery had
reached an alitime low

of 13%. Over 800
orders were past due

co

Monthly inventory
adjustments were
$200,000 + a month

Late orders exceeded
800

e Employee turnover had
risen to over 37%

e The plant was not
building the right
products, and had too
many small customers

Most customers were
unhappy, most of the
time

e Scrap losses were at an
alltime high

e The plant was losing
money

e Overall employee
morale was poor, at
best

From Ed®&s
knew they had to create a
common vision, increase
focus and find a new way of
doing business. He looked"
for help and eventually was
directed to Technical
Change Associates (TCA).

Collectively, we developed a

plan to attack the issues at
hand.

In May 2005, the
transformation began; 15
managers, supervisors, and
other key personnel
gathered in Carlsbad, CA to
participate in the TCA Lean
boot camp. That workshop,

exp

built around our
Competition Quad (Figure
1), revealed the need for 3
primary initiatives:

Figure 1. The Competition Quad.

1) Value Stream Mapping
of main product types

2) Training for all
employees

3) A first event that was
successful,
sustainable, and
beneficial to the people
making parts

To begin, we selected a set
up reduction Kaizen on one
of the 5-axis routers. These
machines represented a
key capacity bottleneck
with setup times over 2.5
hours, forcing long runs and
considerable amounts of
down time.

(Continued on page 5)
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