Strategia Limited

“Strategia have helped us turn our business around, we have adopted a
manufacturing structure, clarified roles and responsibilities and
established processes and systems. We have increased our performance
from breakeven to a 10% profit, we have decreased our WIP by 70% and
cut our lead times in half. Our culture is now positive and proactive, our
staff are more capable and motivated, work processes are simpler, and
our productivity and throughput have increased. We have reduced
overheads and increased both our market share and profitability even in
these tough economic times.”

First Windows and Doors
©2009 Strategia Ltd"

“We used to be like the ambulance at the bottom of the cliff reacting to all
the issues and problems and now we have a fence at the top of the cliff
and are proactive about our business” explains Alex Laplanche, Director.

First Windows and Doors manufacture, supply and install aluminium joinery to the domestic and commercial markets. We
have been in the business for 15 years and turnover about $7million. | originally met Richard Brathwaite from Strategia at a
Business Porirua presentation for business owners and | immediately knew that we needed their help.

Problem

We have always enjoyed strong sales due to our experience and contacts in the building industry however we didn't
concentrate on the factory. Strategia’s presentation made sense and | realised | didn’t have the skills or expertise to do make
the changes myself. | needed the knowledge, discipline and process from an outside perspective to make it happen.

e We had poor margins and were not making enough money, we were only breaking even each year, and we were growing
at 12-15% per annum and were always on the back foot.

e  Generally we were weak and inexperienced in leadership skills.

e We had a core of good staff and knowledge but they was distracted and weakened by others with a bad attitude who
were just going through the motions, were not motivated and only came to work because they had to.

e  Productivity was poor and we had high labour costs and a relatively unskilled and undisciplined workforce. Absenteeism
was high.

e Ourlarge of amount of WIP (Work In Progress) meant the factory was cluttered up with unfinished jobs, we had

bottlenecks at some processes.

We had excessive delivery lead times and consequent disruptions.

Suboptimal work flows throughout the factory

Shifting priorities led to ‘start and stop’ of jobs which was frustrating and inefficient and hard to manage.

No training system was in place and what was done was reactionary.

We had no real understanding or application of lean techniques, nor experience of this type of thinking. We had very

limited processes and guidelines and few measures of anything.

Our schedule was in chaos — we were always on the back foot and fighting fires. We knew we had problems and we dealt with

them in a very reactive manner.

We also had external pressures and our customers were frustrated due to long lead times. We had quality challenges around
raw materials, new technology and delivery issues with our supplier. We work in a franchise structure and there was pressure
from the franchise owner to increase key performance indicators.
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We desperately needed to fix the above problems, we wanted to increase profit and decrease WIP. Due to the sheer volume
of work and our internal inefficiencies our standard lead time was 12 weeks from order to delivery and strategically we needed
to shorten that. We wanted to look like a professional manufacturing organisation and be proud, clean and tidy, especially as
we had a new and much larger factory building. We had received some limited support with regard to the new factory layout
but that proved to be inefficient.

Strategia’s Approach

After some initial limited consulting funded through NZ Trade and Enterprise (NZTE) Strategia conducted a Training Needs

Analysis (TNA) for all our manufacturing staff, especially the leadership group and identified where shortfalls were in skills and

general capability. They developed a lean manufacturing training programme for us. Over the last 18 months David Clifford of

Strategia has presented courses onsite and this is complimented by consulting by Keith Alexander from Strategia to help us

apply the theory and techniques and embed the lean approach into our business.

e  Strategia discussed with us our company vision and strategy, structure, roles and responsibilities. They discovered an
undefined management structure and gaps between roles and responsibilities and that we also lacked leadership.

e Strategia assisted us to put in place a manufacturing structure that includes operation and production management and
team leaders.

e Discussed in detail in the manufacturing area and what the shortfall was between what was needed and what we had.

They identified where the shortfalls were and the best ways to address them.

Identified numerous types of waste - especially time - and provided simple effective ways to sort them out.

Suggested numerous visual management techniques to help make work easier to get right.

Helped design work management techniques that motivate staff to be self managing .

Implemented layout changes that improved workflow throughout the factory.

Changed material handling practices.

Adopted a simple maintenance system to ensure that things are done without relying on memory.

We made 5S a part of the day to day culture of all of the teams. Each team has become well organised and very clean

and tidy.

Concurrently we have been working on our accounting systems, financials and any human resource issues.

Our management was highly supportive and committed to adopting a lean approach and improving the business. As a
management team we quickly realised the benefit of adopting the new framework and processes. Most people readily
accepted the proposed changes, although we had small pockets of resistance from the factory floor, some were wary of
‘consultants’ but they have either left or been turned around. Our culture has become more positive and proactive; fairly
quickly there was a buy in from the staff, they accepted the changes and realised it was making their life easy and that
management were committed. The change momentum became self fulfilling whereby good ideas bubbled up from the staff,
they were actioned by management and the benefit was seen and felt by all.
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Results
Within six months we saw positive results on the bottom line:
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e Freed up storage and factory space and achieved better utilisation of area

e Visual management systems helped improve work flow and manage WIP levels
e We have a proactive maintenance plan

We have changed the focus of the company right down to the type of work we win.
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Other benefits we have achieved include an increase in product quality and an improved speed to market. We have improved
our cash flow due to less time on the floor and, because our clients are happier, they pay on time. There is much less stress
on our people and now our staff are motivated and want a career.

We are more responsive to our customers and provide a better and faster service. Builders are often disorganised, have
changing requirements and are affected by weather and this flows through to us. Now we are nimble and are able to respond
quickly to our customers changing circumstances. We have increased our market share within our brand and other brands as
well.

Initially measures were non-existent, now Key Performance Indicators (KPIs) have been developed and modified over the
period show positive results. We now have a clear productivity metric based on sales per head which we share with the staff
and it is showing good results. We now know our productivity on a daily and weekly basis, we work to a rule of thumb amount
per productive member of staff per month. Overhead costs are a fixed ratio on productive staff numbers. Once we have cut
and prepared a job we know we can get it out within two days. Staff know and understand that this influences the staff levels
and are concerned that productivity is kept at a level to guarantee ongoing employment and they take interest and
responsibility for it.

Our cost of good sold trend has reduced due to a better ordering system and less errors. Our sales volumes are holding up
despite the general economy and the big construction downturn, in fact our sales have increased 7% compared to the last
financial year.

We focus on the following industry rule of thumb:

e  60% cost of goods

e 20% labour

e 10% expenses

o 10% profit

We now know where to get the best benefit from lean and know which levers to adjust to keep the business on an even keel,
we can make timely decisions from a position of knowledge.

“Strategia have helped us turn our business around, we have adopted a manufacturing structure, clarified roles and
responsibilities and established processes and systems. We have increased our performance from breakeven to about 10%
profit, we have decreased our WIP and cut our lead times by 50%. The process improvement is from the ground up, our staff
capability and motivation have improved, work processes are simpler, and our productivity and throughput have increased.”

We have embraced lean techniques and general business systems throughout our operation.
In the current economic downturn here at First Windows and Doors we are increasing market share, reducing overheads and
increasing profitability at the same time.

y Before Lean

Dirty & Mess

Dirty & essy Before Lean Clean & Tidy After Lean
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We are all proud of our business, we regularly show customers and groups our showroom and factory. Master builders bring
their apprentices through so they can appreciate the process and meet our team. Part of our sales pitch is an invitation to
come and look at our factory and compare it with that of our competition. We are competitive on price as well as having an
organised, high tech, clean factory which reliably delivers quality end products and services.

We continue to work with Strategia on an ongoing basis. As a company we now have a good understanding and base
knowledge of lean, however we are mindful that it is easy to slip back into old habits so we still have a way to go. At the end
of last year we had a short regression period where we broke some of our lean rules and we have learnt from that. Some of
the negative consequences were felt for months and management have reflected on that, and learnt their lesson and believe
that under Strategia’s guidance and prompting this won't happen again.

Strategia have filled the gaps in our lean manufacturing knowledge and brought accountability by their regular appearance,
their ability to ask us the hard questions and ensure we follow through and deliver on our commitments. Strategia have
become an accepted and respected part of the team because they are knowledgeable and what they have helped us
implement actually works, is positive and delivers results. We would definitely recommend the team from Strategia, they are
very effective, David is good with the theory and Keith is hands-on on the factory floor helping us with the practical
implementation. We look forward to Strategia coming in and anticipate the next wave of improvements through the continual
improvement programme.

We used to be very busy working hard (being inefficient!), now we are working on the right stuff, we have buy-in from the
factory floor and the ongoing relationship with Strategia has really worked for us.

We have got rid of a lot of clutter, our work is more organised, and we all know and focus on what we are responsible and
accountable for. There is much less stress and it is easy and enjoyable to come to work each day. Our customers, our staff
and our suppliers have all benefited from our adoption of this competitive manufacturing programme.
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