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Leaning Into Lean For Business

Lean thinking is all the rage in business. It’s a process both simple and profound, practical and philosophical.

Although lean thinking is typically applied to manufacturing, lean techniques and focus are applicable
anywhere there are processes to improve, according to Gary Cravens, president of Texas-based master
distributor Advance Components.

“Lean is really simple,” Cravens explained. “It's about
doing more with less. The customer doesn’t want to pay
for anything that doesn’t create value for them.”

But what is lean? Is it a process for improving efficiency,
quality, or costs?

“It's all of the above,” explained R&D Fasteners general
manager Ryan McCaffrey.

According to the Lean Enterprise Institute, the term “lean”
was coined to describe Toyota’s business during the late
1980s by a research team headed by Dr. Jim Womack at
MIT’s International Motor Vehicle Program.

“The core idea is to maximize customer value while minimizing waste,” the Lean Enterprise Institute
states. “Lean means creating more value for customers with fewer resources.”

But before you introduce lean principles into your business, it's important to prepare your management
team for the change.

Set clear goals. You need to communicate the end goal with everyone on the team.
Answer this question: What are you trying to achieve?

Your goal might be to optimize workflow for faster deliveries or increase overall profitability. Whatever
that goal is, it needs to be clearly defined in order to motivate people to achieve it.

Establish a lean mindset. Once you know what you want to accomplish, you need to integrate the lean
mindset within your team. Explain what lean is and make sure your team understands its benefits.

“The lean process is about delivering superior customer value by eliminating waste but also cultivating an
environment of shared leadership where your team members receive more responsibilities and seek con-
tinuous improvement,” according to The Core 5 Principles for Implementing Lean. “Once your colleagues
understand that, they will be more likely to embrace the change.”

Start small. Start with a single team before spreading lean principles across departments. Only select
people who are enthusiastic and influential.

Once you’ve prepared your team, take specific actions to apply lean to your business.
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Founded by Womack and Dan Jones, the Lean Enterprise Institute recommends thinking about three
issues to guide the lean process:

* Purpose: What customer problems will the process solve?

* Process: How will you assess each major value stream to make each step valuable, capable, available,
adequate, flexible?

» People: How can you ensure that “every important process has someone responsible for continually
evaluating” it for purpose and lean process?

For Advance Components, the core of its lean focus is about
creating value from a customer’s perspective.

* No extra inventory.
* No extra transportation.
* No unnecessary waiting / steps in any process.

“Customers are busy,” Cravens explained. “You need to train
employees how to figure this out.”

Transactional employees merely processing orders can’t get
this process done, he noted. So businesses need to invest in
training people.

“Empower your people to make decisions. That's lean thinking.”
It's also important to get departments to communicate inter-

nally and then hold them accountable for implementing improved
processes.

Ryan McCaffrey said some employees inadvertently value
waste because of legacy processes. But those processes must
be streamlined to eliminate every unnecessary step. Advance Components

A lean company needs everybody - ownership, management, and employees - “thinking the same way
and working together,” McCaffrey explained.

It's remarkable how many steps you can streamline to save time, added R&D Fasteners sales manager
Chris McCaffrey.

“You want to get as efficient and value-added as possible.”

Advance Components defines value as “something the customer will pay for” (such as additive activities
and information). Waste is “anything that does not add value from the customer’s perspective (inventories,
transportation, wait time, processing, excessive motion, etc.).

“If you can’t line-item it to a customer on an invoice, then your customer isn’t willing to pay for it,” McCaffrey
stated.

Understanding the difference between value and waste is critical to understanding lean thinking in distri-
bution, according to Cravens.

So how can fastener companies use lean principles to transform their businesses? Cravens advised
these action items:

Take the time to observe processes.
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 Eliminate pointless process steps. Think about consolidation. Focus on quality
» Reduce time spent waiting for pricing, orders, other people, or information

* Error-proof processes for accuracy

* Flow processes together when possible
» Change priorities.

Use KPIs and scorecard tracking.

* “What gets measured gets done!”

* Think about what runs your business (accuracy, timeli-
ness, productivity in warehouse; margin retention, sales
growth, profitability, average order size, productivity in
customer service; inventory turns, carry costs of inven-
tory in procurement)

* Improve communication. Create environment for open
discussion, post scoreboards in work areas where people
work, hold weekly team meetings.

Understand the customer.

* Develop strategic approach, understanding customer’s sometimes conflicting requirements, adjust
metrics/goals/targets to be responsive, focus on customer satisfaction.

As part of its lean transformation, Advance Components bought equipment, created routine team meetings,
and established a documented safety program. The company also invested $100,000 in its shipping and
receiving facility to streamline productivity and increase capabilities. The result has been new business for
the master distributor.

“You scale up to meet one customer’s need and other customers respond,” Cravens stated.

For Cravens, the most important step in adopting lean in your business is to take time to stop and observe
how things get done, something he said you need to do numerous times. “Amazon and Wal-Mart are kings
at this,” Cravens noted. “They drive costs down.”

Even a simple office process like invoicing can be improved through lean.

Ryan McCaffrey encouraged fastener companies embarking on their lean journey to study lean principles
by reading books, attending seminars, and hiring consultants.

R&D Fasteners brought in a manufacturing engineer with an emphasis on lean principles to help the
company walk through projects and be their champion.

“You have to find a champion and focus on change from the top down.”

Transforming your company into a lean enterprise takes time, resources, and effort beyond daily operations
in order to succeed.

Some companies might try one or two ideas and implement lean principles selectively, but for a company
to be successful in a lean journey, you have to look at it as exactly that.

“Lean is a mindset which says you’re never satisfied with the current state of operations,” Chris McCaffrey
stated. “You need to focus on achieving innovation by searching continually for breakthroughs.”
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Implementing lean takes dedication, passion, training, goals and tracking. Ownership and management
must buy in, though the real work is done from the bottom up. Management should expect employees to try
lean and participate, but it's important to remember that people are not robots, explained Chris McCaffrey.
You have to show them respect to get effective buy-in.

“You work through it and get better at it as you go,” stated Chris McCaffrey.
Lean must become a central part of your company culture to be effective, added Ryan McCaffrey.

“You have to think lean in everything you do in order to transform your company.”

>

Ryan McCaffrey said adopting lean
principles in his company transformed
R&D Fasteners from a single entity into
three integrated companies: a fastener
manufacturer, a CNC precision machine
shop, and a materials testing lab. The
companies cross-utilize resources but
are able to attract new business by oper-
ating separately, he explained.
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Cost analysis shows results for R&D o Ryan and hrls MCgaErey
Fasteners. The company has achieved
10-15% improvement in some areas and 50% improvement in others.

“You have to measure things,” Cravens added. “And don’t be afraid to make those initial investments.”
Tips For Lean Transitioning (from The Toyota Way by Jeffrey K. Liker)

Start with action. “The best way a company can develop this is through action to improve the company’s
core value streams.”

“Do” first and train second. “In the early stages of lean transformation there should be at least 80%
doing and 20% training and informing.”

Demonstrate lean. “In a service organization, (highlight) one complete business process from start to finish.”

Make it mandatory. “If a company looks at lean transformation as a nice thing to do in any spare time, it
will simply not happen.”

Seize the opportunity. “"When a company does not yet believe in the lean philosophy heart and soul, it is
particularly important to achieve some big wins.”

Build on company roots. “It is OK to borrow some of the insights, but you need to put them in your
language in a way that fits your business.”

Use experts for quick results. “If you want a lean organization, you need to get lean knowledge into
your company.”
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