Now is the best time to improve your productivity, helping
your business to work smarter

nachangingeconomy, Alberta
companies have to be light on
their feet, working smarter,

leaner and —above all — more productive-
ly. That might mean implementing lean
business philosophy, or it might mean
addressing any of the five main zones
of productivity improvement: product
improvement, market extension, process

improvement, system solutions and renewal
of the business model.

In these pages you'll find some greatadvice
from other Alberta companies who've been
there and done that. There are resources for the
beginner and tips that you can take away and
apply to your business today.

What are you waiting for? Roll up your
sleevesand getstarted.

Learn to enhance your business's productivity. More than
ever, you need the edge to last you through downtimes and
see your business emerge stronger on the other side.
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Always a Good Time...

Take steps today to ramp up productivity in your business so
you can weather the recession and come out stronger

rowth in productivity is critical

to remaining competitive,” says

Ray Mills, CEO and — with his
father — founder of Kudu Industries Inc., a
manufacturer of progressive capacity oil pumps.
“The cost of any product falls over time.” Is a
simple pressure that manufacturers everywhere
face. One of the most important realizations
Mills and his father came to was that compla-
cency would be a death knell and that seeking
productivity wasa continuous process. At Kudu,
he says, “processes are continuously improved,
inch by inch, day by day, by removing waste.”

AstheMillscan tell you, in business it’s always
agood time to invest in productivity. Whether
there’s alabour crunch or a recession, you’ll
want to find out how to improve output relative
to resource input. That could mean maintain-
ing your current workforce and increasing out-
put through lean business practices, technology
adoption or workflow improvement. Or it could
mean slightly less output for substantially less
input. Atits kernel, productivity measures how
efficiently an economy or a business transforms
itslabour, capital and raw materials into goods
and services.

PRODUCTIVITY

SUMMER 2009
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Productivity improvement helps you meet
challenges facing Alberta’s economy, includ-
inga high dollar, increased material costs and
aslump in business. In these pages you’ll find
aroadmap that will help you getstarted on the
road to productivity.

‘Thereare five key avenues of productivity im-
provement available to you: product improve-
ment, system solutions, process improvement,
business model improvement and market ex-
tension. We’ll take a look at some companies
who've trod the road before and learn from their
experience in these five key zones. And we’ll
look athow you measure productivity and how
you can take steps now to earn gains in the short
and medium term.

Whether it’s through process improvements
such aslean manufacturing, outsourcing or in-
vestment in automation, companies are looking
to best practices to be more competitive. Don’t

be left behind.
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Don’t Wait

While productivity, like Kudu's Ray Mills
says, is a constant process, there are steps
businesses can take to improve it today.
There's always some low-hanging fruit that
can be plucked with little grief or cost.
Can you see some places in your business
that would benefit from starting productivity
improvements today?

Benchmark. Calculate your labour produc-
tivity to establish a benchmark. Divide rev-
enue by the number of hours worked, which
equals output per hour.

Start learning. Attend brown-bag lunches,
trade shows and conferences. Take produc-
tivity courses online and read up.

Ask for advice. Consultants can help with
production flow, plant layout and lean prin-
ciples. Institutions such as SAIT and NAIT
offer productivity courses.

Keep it up. Maintain your early gains and
seek sustainability. Appoint staff productiv-
ity champions, and carve some time in their
schedules to set the stage for success.
Schedule regular meetings and consider
investing in professional development to in-
crease company literacy in productivity.
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Kudu Industries Inc.

Resource Room

If you are new to productivity, the first thing
you want to do is start learning. Check out
these resources:

Innovative Manufacturing Works:

Learn more about manufacturing innovation in
Alberta. IMW promotes innovative companies
and best practices in manufacturing across
the province with plant tours, productivity
improvement seminars and information net-
works. Visit www.manufacturinginnovation.ca.
Construction Users Round Table:

Measure productivity in the construction
industry. Check out www.curt.org/pdf/
MeasuringProductivity.pdf.

NAIT Shell Manufacturing Centre: With a
mandate to help small-and medium-sized
manufacturing enterprises in Alberta, the
NAIT Shell Manufacturing centre offers a
host of services. Navigate to Services, then
Productivity Enhancement from www.nait.
ca/26738.htm.

PRODUCTIVITY SUMMER 2009

Lean Enterprise Assessment Program:

Get deeper into lean business practices with
this program. LEAP is a model for expansion
into other areas of organizational assessment.
Visit www.albertacanada.com/productivity/lean
to learn more.

Automation and the Welding Process,

by James M. Berge. As Berge says, your
competition is global and you'd better develop
strategies to cope with new forces affecting
your business.

A Guide to the Automation Body of
Knowledge, 2nd edition, by Vernon Trevathan.
Billed as a technical summary of automation for
those who need a comprehensive perspective
in their job.

Automation Unplugged, by Jim Pinto.
“Industrial automation is not just one applica-
tion," says Pinto. “The Problems are always
challenging and the results are rewarding.”
The Goal: A Process of Ongoing
Improvementby Eliyahu M. Goldratt, Jeff Cox,
and David Whitford
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Case Studies

roductivity describes the out-

putof goods and services as they

relate to the resources used in
production. Nationally, with a one per cent
rise in productivity growth, real income
takes 72 years to double. With a three per
centrise, it takes 24 years. Closer to home,
productivity isabout the future growth and
well-being of your company. Beyond cost
over sales, productivity accounts for in-
put and output and their effect on your
business.

For example, an increase in output value,
adjusted for inflation, relative to the rise in
the number of workers is a real cost reduc-
tion. Buta cutin wages, withoutachangein
the number of workers, does not representa
gain in productivity.

Inalabour shortage or in a recession, pro-
ductivity is your key to competitiveness in
the marketplace.

Productivity gains can be realized in five
key ways: product improvement, market
extension, process improvement, system
solutions and business model renewal.
Each of the five companies profiled in the
following pages is a real-world example of
productivity improvementin Alberta today.
Read about their experiences and find tips to
apply to your own business in the shortand
medium term.
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Productivity
Improvement Zones

Product improvement lets you become
more competitive, creating new value for
your customer.

Market extension adds new features or
services for products to support custom-
ers. Adapt products and services for new
markets.

Process improvement means streamlin-
ing your business to become efficient
and productive. It makes workflow easier,
faster and more accurate.

System solutions help you accomplish
your goals of selling and servicing great
products. Rethink current systems or find
new ways to solve problems.

Renew your business model and

think about how you do business to pro-
vide greater value for your customers.
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Case Studies

Process Improvement:
All Weather Windows
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Process improvement: Streamline business processes,
making them more productive, effective and efficient.
Improving work processes makes throughput easier,
faster, more accurate and reliable.

hen AllWeather Windows started

operations in 1978, it had nine

employees. Three decades later, there
are approximately 1,000 employees and All
Weather Windows is the country’s largest pri-
vately owned window and door manufacturer.

But every business needs a tweak now
and then. In November 2005, All Weather
Windows’ management team began to imple-
ment a lean manufacturing approach. “Our
ownership group felt we needed a cultural
change,” says James Simon, the company’s se-
nior lean supervisor.

Improving processes at All Weather
Windows was a big part of the new direction.
The main principle of lean manufacturing is
getting rid of waste and adding value for the
customer, so management needed to consult
with its most important asset — the staff. “We
needed a process thatwould sustain the changes
wewere considering, to be able to produce more
withoutaddingadditional resources and equip-
ment,” says Simon, noting that management
also wanted employees to be intellectually stim-
ulated. “A lot of the changes came from working
with the employees on the shop floor.”

Some of the changes implemented at All
Weather Windows were simple. For instance,
benches in the work area were tidied up and or-
ganized to the point where employees only had
whatwas needed to perform day-to-day activi-
ties— “nothing more, nothing less,” says Simon,
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“so thatyou would alleviate the frustrations of
looking for tools.”

Another process change involved better recy-
cling. “We're trying to create sustainable manu-
facturing so that our materials are not going to
landfill,” Simon explains. “What we’re doing is
we're capturing it and recycling it. We've been
able to implement the Green Phase of our pro-
gram, which is taking off extremely well. We're
recycling 100 per cent of our PVC (polyvinyl
chloride) regrind.

The results of All Weather Windows’ process
improvements have been significant. There has
been a decrease in product defects and a corre-
sponding 98 per cent quality rate with its manu-
factured items.
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All Weather Windows

Achieve short-term gains with
improved planning of work
and manpower

Live it, Breathe it

The key to improving processes at a business
is simple: commitment.

“There needs to be a 100 per cent com-
mitment from the top,” says All Weather
Windows' lean supervisor James Simon.
“That means that management is involved.
They don't just take a book and say, ‘You need
to read this,’ which happens so often.”

Every morning at 7:30 a.m., the Al
Weather Windows management team gets
together for a “gemba” walk, gemba being a
Japanese term that means “the actual place”
—in this case the shop floor. It's here that value
is created. The group includes senior produc-
tion supervisors, the purchasing manager,
health and safety personnel, employees from

PRODUCTIVITY SUMMER 2009
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_ All Weather
Windows
approximately 1,000
Manufacturing and Sales
Manufacturing
and selling windows and doors
18550-118A Ave NW
Edmonton, AB T5S 2K7
780-451-0670
www.allweatherwindows.com

capacity planning and quality control and, quite
regularly, company president Richard Scott.
“We have that support from the very top,” says
Simon. “It's walking the walk and talking the talk
every day, not rocket science. It's just working
with people to make things happen.”

Simon adds that given the volatile state of the
economy, these practices make sense and are
crucial to a business's survival. Believing the
message is imperative.

“It's not just taking on the principles as a fad,”
he says. “It's living it, breathing it and making it a
part of the business, a part of what you do every
day to improve. If you're not doing that now, then
chances are you're not going to be around to
make those decisions in the future.”
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Case Studies

Business Model:
Kitchen Partners Limited

Refresh your business model:
Concentrate on providing greater

eff Clarkisan eatly riser. The presi-

dentand COO of Edmonton-based

custom food manufacturer Kitchen
Partners Limited gets to work every day when
most people aresstill in bed. “Our businessisin
full flight by 6a.m.,” says Clark.

Clark says progress had already been made to
improving productivity by the time he arrived
four years ago, but a new business model was
required. The company had no strategic plan
and there were some gaps in managementand
employee capabilities.

WWW.ALBERTACANADA.COM/PRODUCTIVITY

value for your custggmers.

It was also a two-fold operation that offered
both food distribution and food processing
services. “We made changes, and we made the
decision to grow both sides of the business and
determinelater if we wanted to change the mod-
elagain,” says Clark, who brought along experi-
ence gleaned at Maple Leaf Foods and Labatt.
One of the primary moves was the name change
in 2006. Founded as Floron Foods Services
Inc. in 1984, the management team wanted a
name that better represented company culture:
Kitchen Partners. The “partners,” Clark says,
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Kitchen Partners Limited

Simplify your product offering
for medium-term gains

Partners Limited
55
Food Processing

Developing custom

food products for clients across Canada
2545-96 St

Edmonton, AB T6N 1E3 { —
780-438-9300 !

www.kitchenpartners.com SAUCY: Jeff Clark; president

and COO of Kitchen Partners
Limited, simplifies things
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Case Studies

describes the relationship between the compa-
ny and its clients (including major players such
as Boston Pizza) and the relationship between
ownership and employees.

Clark assembled a new management team
that would collectively create the company’s

building blocks, focusing on appropriate staff

and a viable strategic plan to move forward.
Employees were engaged and constantly asked
for input. With a strong team and direction
in place, Kitchen Partners experienced tre-
mendous growth in the first three years of the
new model.

Last summer, they made another bold
change —they eliminated the distribution arm
of the business, a big risk given that it comprised
the lion’s share of Kitchen Partners’ revenues.
Distribution, Clark suggests, offers slim mar-
gins. Following this latest change to the busi-
ness model, food processing has grown five-fold.
(KPL makes custom stirred foods, assembled
foods, starches and proteins for clients.) “We
focused on creating value for customers because
we are exclusively a custom processing facility,”
says Clark, emphasizing the company’s com-
mitment to using the best and freshest ingre-
dients in their products. “We don’t sell Kitchen
Partner brands. We work for a number of food
service operators across Canada. We like to call
ourselves asolutions provider.”

Clarks says there’s greater clarity within the
company. Previously it had two businesses with
two models that required care and feeding.
Now, with one focus, it can build the world-class
capabilities necessary to compete. With growth
runningat about 25 to 30 per cent annually,
the goal of becominga $50-million company is
insight.
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Building Blocks

“We sat down one day and said we're es-
sentially building our company from scratch.
We wanted to list the necessary things to
make a company great. Any organization
could look at this list and ask, ‘How are

we doing?’ Test it one day, then go back
and test it six weeks later, then a year later.
It's about continuous improvement if you
want to compete on a global stage,” says
Jeff Clark, president and COO, Kitchen
Partners. Here's the list of questions busi-
ness owners should ask themselves:

1) Do we have the best people to grow and
sustain the company?

2) Do we have a plan to address gaps and
issues that exist?

3) Are we building a culture that’s mean-
ingful and sustainable?

4) Do we regularly thank, reward and
support our employees, partners and
suppliers?

5) Do we understand the critical proc-
esses that support our company? Are they
documented, reviewed and constantly up-
dated to improve performance?
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Case Studies

Systems Solutions:
Aecon Industrial




Systems solutions: Your company is its systems.
Integrate your current systems or generate new ones to
remove roadblocks, not work around them.

he company motto for Aecon

Industrial is “Building things that

matter.” At the Sherwood Park-
based welding arm of the Canadian construc-
tion and infrastructure development giant, how
they build things also matters.

‘The business has received a big boost thanks
to an I'T solution. Aecon’s custom software
ICoMS (Industrial Construction Management
System) is a Microsoft-platform database that
has dramatically changed the way the company
does things. “We have to prioritize, to figure out
whatgets built first,” says Jim Gilbank, Aecon’s
welding process specialist. “Withouta database,
we’d be totally lost.”

A finished weld is known asa module. A walk
through the shop reveals pipes — the materials
used to make a module — of all diameters and
thicknesses imaginable.

Aecon might have multiple modules of vari-
ous sizes to build ata given time, complicating
the process significantly. “When that material
is received, all that information goes through
awarehouse software system and the inven-
tory is logged in the database,” says Gilbank,
adding thata co-ordinator oversees things.

The system also tells Aecon staffwhat they’re
able to build on agiven day. For example, if they
require a number of spools to complete a mod-
ule, but one flange is missing from inventory,
the database tells them thatit’s nota good proj-
ect tostart because it will situnfinished until the
flangearrives.
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- A
ALESYSTEMS GO: Jim Gilbank , welding
process sp€cialistat Aecon, removes roadblocks

[l
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In-house database manager Vlad Vicentijevic
is tasked with tweaking the database to improve
its efficiency. “I’s really cool technology,” says
Vicentijevic. “This system pretty much takes
care of all of the processes that happen in this
plant.” Vicentijevic developed a forecasting tool
thatgoes into the database.

The tool checks whether or not they have the
material for specific spools in the sequence and
reveals if they are able to build a client’s order
immediately with materials on hand.

“Before, it was a guessing game,” says
Vicentijevic. “People would start to build
thingsand then see that they were lacking parts.
Now;, one push ofabutton tells what's buildable
atthat moment.”

SUMMER 2009 PRODUCTIVITY



Aecon Industrial

Improve methods and
procedures for short-term
productivity gains

Investing in a Database

ICoMS has been an instrumental tool in im-
proving production at Aecon. The software

LE =4 il means there's much better control over all of
- = A — = the processes at the shop. Gilbank believes
=y st L | that a database like the one Aecon uses can

take a good system and make it better
for any type of operation. Additional data
can improve processes, as can the ability to
immediately produce detailed operational
reports that may previously have only been
available on a weekly or monthly basis after
intensive compilation.

ICoMS has improved efficiency, too.
Gilbank estimates that ICoMs has reduced
the company's planning time by three times.
“Definitely don't think that things are running
smooth enough,” advises Gilbank. “To me,

3 Aecon that's a telltale sign of complacency. You'd
Industrial be surprised how much benefit a database
800 can provide.”

Fabrication, Construction and
Infrastructure

There are different routes managers can
take when investing in database software.
For instance, they might consider hiring a
consulting firm specializing in data process-
ing. Another way is to get educated. “It
might be worth your while to check out a
community college to learn more on how to
apply new software yourself,” says Gilbank.

Specializes in
process piping for oil and gas industry
53-251 Range Rd 232
Sherwood Park, AB T8A 4V2
780-449-5111
WWW.2econ.com
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Product Improvement:
The Little Potato Company

Productimprovement: Don’t be complacent. Find ways
to better your product to allow you to be more
competitive, creating new value and novel products.

s K

hen Angela Santiago planted a

one-acre crop of small potatoes in

1996, she couldn’t have envisioned

what her enterprise would become. The Little

Potato Company is now a multimillion-dollar

Alberta success story, ironic given that mini

spuds have traditionally been considered sub-
grade by many potato growers.

But the variety of products released by LPC

caters to more discerning palates. The company

is proud to spread the word. “We educate the
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consumer on the health benefits of potatoesand
how easy it s to prepare small potatoes,” says
Santiago. “All of the nutrition is in the skin. It’s
ahealthy product butalso convenient, which is
what consumers look for.” Quality is crucial to
the success of LPC. It has to be — the distinctive
brand costs about $4 for a two-pound bag. “The
need to have a really good-looking product in
thatbag is paramount,” says Santiago.

LPC goes to great lengths to ensure the pota-
toes are top notch. It begins with growers, both
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The Little Potato Company

Start working on long-term
gains by improving basic
process and R&D

SPUDS FORALL: LPC president Angela
Santiago improves potatoes

NO WIDGETS HERE: LPC project manager'
Frank Santiago knows what consumers want

PRODUCTIVITY SUMMER 2009

local and overseas. Over the years, LPC has
sourced out farmers in Alberta, Saskatchewan
and PEI, as well as parts of the United States,
Europe and South America, where the soil is
ideal for growing. The Canadian growingseason
consists of just four months and LPC’s global
growersallow the company to haveayear-round
brand presence for consumers. “And offeringa
12-month supply evolved a better product,” says
Santiago.

LPC experiments with different varieties,
often bestowing appealing names such as baby
boomer, amandine, bushing bell and piccolo.
Iteven features a party bag of several different
types of potatoes as one of its product offerings.

Branding is part of LPC’s success. Santiago
says the company logo, designed locally almost
adecade ago, has withstood the test of time.
“Industry and retailers, whether in Canada or
the U.S., are very aware of the company and
whatwe do,” says Santiago, proud that LPCalso
provides products for two private label retail-
ers. “When you think small potatoes, the Little
Potato Company comes to mind.”

The Little
Potato Company
80

Agriculture
Growing and
selling varieties of small potatoes
11720-170 Street NW
Edmonton, AB T5S 1J7
780-414-6075
www.littlepotatoes.com
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Quality Control

Before the Little Potato Company's seven
varieties hit the marketplace, a thorough
quality control process has to be completed.
In addition to maintaining its own strict food
safety protocols, LPC is audited several
times a year by its retailers. “That keeps us
on our toes,” says Santiago.

There are four major checkpoints in the
quality control process at the LPC's 35,000-
square-foot facility in Edmonton’s west end:
Receiving: Checkers ensure they get
precisely what they ordered
Wash line: Graders look over the potatoes
again
Packaging: Quality control personnel look
for overweight or underweight packages,
and makes sure bags contain only potatoes
Shipping: Staff check bags once more as
before they're loaded onto trucks
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It's a lengthy process but the emphasis

on quality control makes for a product that's
as perfect as possible in an industry with
inconsistent conditions. “It's produce,” says
Santiago. “It's not always the same. We don't
make widgets. There are changes based on
crops and weather. It's important to com-
municate, not only to the buyer but also to the
quality control people at their end, so they
understand what happens with the different
variables.”

Santiago says LPC has gained the trust
of retailers. The growth in sales, she believes,
is attributable to the consistency of product.
“Every time a customer goes to the store
they can say, ‘OK, that looks the same as
when | bought it last week and | won't be
disappointed,”” Santiago explains. “Quality
sets the bar.”
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Market Extension:
Almita Manufacturing Ltd.
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Market extension: Adapt your product foruseina
new market. Create new services or features
to support existing customers.

hen Ponoka-based screw pile

specialist Almita Manufacturing

Ltd. opened in 1992, its clients were
mainly from the oil and gas sector. Things have
changed. While many companies are losing
momentumand feeling the effects of aspiralling
economy, Almita is forcefully moving in the op-
posite direction.

Screw piles, used in drilling holes for deep
foundation work, are effective and versatile. Al-
mita now produces screw piles for a variety of
other industries, including commercial construc-
tion and power transmission. “We’re ina unique
situation,” says president Larry Kaumeyer. “The
market for screw piles is opening up faster than
the reduction in the general piling market.”

Kaumeyer says that the company’s three-
pronged approach to being a productive
business is translating into market extension
opportunities.

The firstapproach centres on engineering.
“Ours is an engineered product, so we have to
convince engineers to use it,” says Kaumeyer.
“That’s not easy because screw piles are relatively
new. But our team of engineers specializes in
screwpile design.” Custom products offer clients
turnkey solutions.

To getthe word out, Almita has worked closely
with the Deep Foundations Institute (in the
United States), a group whose engineers look at
innovations in the foundation industry.

'The second approach has been to streamline
via lean principles, including an emphasis on
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automation. “When you do that, you have to ed-
ucate your people,” says Kaumeyer. “Were doing
quite a bit of training and looking at our end-to-
end process, trying to be better at what we do.”

The final approach the company is taking
to increase productivity is to concentrate on
brand management, putting a lot of work into
understanding customers’ needsand increasing
visibility. For example, the company now has
an online presence where potential clients can
see that Almita offers turnkey solutions—they can
make a custom screw pile, engineer it, fabricate
itand then install it. “We take a lot of headaches
away from our clients,” Kaumeyer says.
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Almita Manufacturing Ltd.

Initiate improvements in plant, equipment and
machinery for long-term productivity gains

A critical step came when the company
restructured to split various markets into
segments. Almita now has specialists who fo-
cus on each of their markets. “That’s increased
our ability to add value,” says Kaumeyer. “You
have to know what youre doing. A power trans-
mission foundation is very different than a com-
mercial building foundation. You have to under-
stand how each will operate in order to pass the
valueon.”

New Markets

Until Almita tackled the problem, screw piles
weren't an option for foundation work on larg-
er buildings. “We've worked on trying to open
up the commercial construction area,” says
Kaumeyer. “It's about convincing engineers
that you can put a steel-structure building on
screw piles if it's designed that way from an
engineering perspective.”

Almita is also working at new opportuni-
ties in the alternative energy market. Screw
piles, for example, can be used in drilling
the holes needed to erect a wind turbine.
While the alternative energy market currently
accounts for about five per cent of Almita's
annual revenue, Kaumeyer expects that figure
to double or triple in the next decade, po-
tentially accounting for 40 per cent of the pie
further down the road. “People are looking for
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Almita
Manufacturing Ltd.

70
Manufacturing and Sales
Designing,
fabricating and installing screw piles
4201-66 Street

Ponoka, AB T4J 1J8
1-800-363-4868
www.almita.com

cost savings and alternative foundation prod-
ucts for their projects,” says Kaumeyer.

But devolving new markets requires plenty
of work. “You have to understand your abil-
ity to compete in that market,” Kaumeyer
says, “who you are competing against and
what your value proposition is, relative to
your ability to compete in that marketplace.”
Developing a new market means recognizing
barriers to your own effectiveness.

It's also crucial to be aware of the econom-
ic conditions. “Can you build that market?"
asks Kaumeyer. “What are the resources
like? Can you get people? Can you train
people so that they understand exactly what
you need to deliver?” With a keen focus on
answering these questions, Almita continues
to show growth every year.
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GetFit, Go Lean

Improvements to quality, cost and delivery time mean leaner
operations and increased productivity

lh \1,': l.

orporate fitness means trimming
the fat and becoming responsive
and lean. In business, lean is about
addressing labour, efficiency and productivity
issues. Throwing labourata processing problem
is noteffective. And, given the global recession,
its notan option. Lean business principles focus
on reducing waste in such areas as maintaining,
transporting and handling inventory, as well
as saving time and processing steps on the shop
floor. “Aspects of lean practices are obvious,”

®
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says Anurag Pandey, senior director of Alberta
Finance and Enterprise’s Process Improvement
Unit (PIU), “but the principles thatunderlie lean
can run counter to accepted ways of manufactur-
ingorservice.”

Principles include starting and finishing a
product, rather than lining up half-made prod-
ucts and working on them in batches. Workers
might move from station to station rather than
moving products. The Ford Motor Company’s
mass production line was an early example of
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Golean

lean. Later, the Toyota Production System (TPS)
became synonymous with lean.

Lean philosophy requires managers to develop
abroader vision, to learn lean practices and sup-
portchange. “I’s a culture shift,” Pandey says.
“Managers can'tdo itwithout employee buy-in.”
Besides, some of the best ideas for lean come from
the shop floor, where workers know exactly where
corporate waste lies. They've often come up with
unique workarounds. But lean business practice
doesn’t try to find the fastest way through the ob-
stacle course—it tries to remove it.

“The goal is to look at end-to-end processes,”
says Pandey, “to see where the inefficiencies lie.

Lean LEAPs

A manager hates to see skilled staff spending
time waiting for the product to be delivered

to their workstation, searching for tools or
hauling stuff around the shop. Inefficient work
processes cause bottlenecks that decrease
productivity. The first step to improving a
process is to assess it.

Alberta Finance and Enterprise's Process
Improvement Unit (PIU) offers that step. It's
called LEAP: Lean Enterprise Assessment
Program. The program answers issues such
as: increasing costs, inventories sitting idle,
facility capacity and space issues, long lead
times to fill customers' orders and supply
chain challenges.

Lean assessments by LEAP team mem-
bers include a plant walk-through and written
assessment that can provide information on
ways to increase operational efficiency.
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There are significant opportunities to improve
simply by lookingatwaste.” Much of acompany’s
assets can be tied up in inventory and real estate.
Lean processes can open up new space on a shop
floor, allowing for increased production. It’s eye-
opening for managers.

The first steps to lean involve education. “It’s
not about buying faster equipment,” says Pan-
dey, though technology adoption can decrease
wasteand increase productivity in the long term.
Managers need to audit the system, find the
bottleneck and deal with it with three metrics in
mind: quality, costand delivery time. Improving
these means increased productivity.

LEAP experts, all of whom are industrial en-
gineers, have conducted more than 250 lean
assessments with Alberta firms. They can
advise businesses about available resources,
and talk about training opportunities as well
as work directly with organizations during the
implementation of the plan. And companies
who've been there can offer further expertise.
Members from some of these 250 firms have
formed a network to continue their efforts at
lean business practices in a peer-to-peer
approach, sharing best practices.

To find out more about LEAP, call the
Process Improvement Unit (PIU)
780-422-9312. (For toll-free access in
Alberta, call 310-0000 first.)

Email anurag.pandey@gov.ab.ca or visit
www.albertacanada.com/productivity/
lean/index.html.
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Lean Certification

The Society of Manufacturing Engineers, an o “g 3
international body to advance manufacturing Read\ ok A
knowledge, offers a three-tiered certification \_ea“ )ames d
in lean practices. The first stage, bronze hinki"g‘ the worl®
level, requires participants to pass a test, Learf \1 yone® Jt(;ha“cj‘l 1 yones:
proving familiarization in a body of knowledge Da“\eMac in€ thao\«‘Da“‘e\ ' |
about lean. Later, they must submit a portfolio The o Wor@ Yod\AG‘N\W
that demonstrates education requirements, par- oy )ag\a(\\e\aoos' ” co™ p»\o(\es
ticipation in projects to which they’ve applied lean and e“aoa“ Success SEn\etp‘\se
principles and tools and an assessment of the ‘N\NWA Some\ea(;»\\“e\ﬁa“ EP‘P\
project’s results. In 2008, 52 Albertans passed the Re";\eam abo\;(ogra -

lean bronze exam, which the Process Improvement a:«_:,ses et

Unit offered in partnership with NAIT, supporting the
SME certification program. Visit www.sme.org and
navigate to Professional Development. Select Lean
Certification to find out more.

Top Five Lean Principles

1. Specify value for the customer. Lean expert James Womak says that value is “meaningful
when expressed in terms of a specific product... which meets the customer's needs at a

specific price at a specific time."

2. Identify the value stream. This is the set of actions performed to bring raw material to a
delivered product. At no point should anything happen to the product that doesn't add value.

3. Encourage flow. A product ought to flow continuously through value-added steps.
Production is based on delivering a single product to the customer, rather than compartmental-

izing by task and batch.

4. Introduce pull. Production shifts to an on-demand basis. That is, production is governed by

customer demand, rather than forecasting.

5. Aim for perfection. Continue to reduce steps, time, information and space needed to complete

a product suited to the customer's needs.

Adapted from Lean Thinking, by James Womak and Daniel T. J
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Productivity Pathways

Reading the Signs

Take the productivity path if your business is suffering

these common challenges

eannette Guertin, president of
Supreme International, knows
about productivity, the importance
of its gains and the challenges of its implemen-
tation. Supreme designs, tests and manufac-
tures a device called the vertical feed processor
foragricultural customers around the world.
“There’s more competition now. To stay
in the forefront, you have to do it better and
more efficiently,” Guertin says. “We focus
on quality. The way the economy is going,
whatever money anybody spends, they are
going to think very carefully on it.” Supreme
has been in business in its current iteration
since 1992, and for decades before that. In
her years in business, Guertin has seen and
addressed many obstacles to productivity.

No review process. You cantimprove pro-
ductivity drivers or results until you benchmark
and regularly measure. Poor assessment of cause
and effect creates a dearth of knowledge.

The fix: “We do it (assessment) daily. We
focus on improvements. We actually just had
a big find that probably saved us about eight
man hours. Itwas one of those things that you
look atevery day and don’tsee it. We try to have
a process where different people are standing
back and observing. There are easy finds and
some thataren’tso obvious.”

Inefficient processes. Poor produc-
tivity can be the result of redundant prac-
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BEING SUPREME: Jeanette Guertin , president
Supreme International, adds value for customers

tice. Maybe you have no integrated ap-
proach or suffer endemic redundancy.

The fix: “Our approach has always been to
look for opportunities. For example, trying to
see where we can be more efficient in the pro-
duction process with the jigging and the tool-
ingwedo.”

Customer service tanks. Remember
why you're in business. Poor use of time means
managing the shop floor, rather than adding
value for the customer.

The fix: “It’s people payingattention and these
days, that’s where we’re going to make our
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gains, being more efficient on the production
side and then passing that on to the customer.”

Don’tknow the customers. Maybe your
company doesn’t focus on extending or better
servicing its existing customer base. Maybe you
find you're providing loads of service to mar-
ginal customer accounts.

The fix: “We've been manufacturing our
product since the early 1990s. Now, there’san
opportunity for replacement parts. It wasan
add-on to our existing business that we had to
be better at. As business grows, itleads to other
areas. It’sawhole other dimension to be able to
now build replacement parts for the product.”

Productivity bottlenecks. You don’t know
the bottlenecks until you look at the system,
end-to-end. Do your employees spend time de-
veloping local fixes to system-wide problems?

The fix: “We've spent alot of time on the ac-
tual flow of the products through the factory,
making sure that we eliminate as many extra
stepsas possible.”

Little professional development. A hir-
ing freeze means no new staff (or their ideas)
are coming in. Staff seem to work in silos, not
learning from outside or each other.

The fix: “We make sure we continue to do
what we are doing and work together to make
itone step better. In one particular case, there
were anumber of staff involved [in looking ata
problem]. We thought, ‘Oh my goodness. Why
didn’t we see that before?™

Don’t understand innovation output.
It’s time to startlooking and measuring. Maybe
your business lacks processes to measure inno-
vation, seize and manage new ideas and apply
new learning.

The fix: “As you grow, you're always busy wor-
rying about getting the product out and you
sometimes neglect other areas thatare very im-
portant, your technical side, your design side,
your bill of materials, your administration.
Those are things we need to be more efficient
at, not only on the floor butalso on the day-to-
day administration side of manufacturing.”
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Rate Your Productivity

Use this self-assessment tool to rate your current level of
productivity in a variety of categories and determine which
areas to target forimprovement. For each item, rank your
company between 1 and 10, then add up your score for
each category as well as your overall total.

LEADERSHIP

Planningand Targets: Is your focus on sales
only (give yourselfa low score) or are key per-
formance indicators and targets updated
and communicated frequently (high score)?

1 2 3 4 5 6 7 8 9 10

Champions: Do champions existin name only
or do they have the authority to deliver and im-
plement the teams’ lean initiatives?

1 2 3 4 5 6 7 8 9 10

Style: Is the leadership style autocratic with
minimal team participation or is collaborative
inputexpected?

1 2 3 4 5 6 7 8 9 10

Management: Do managers encourage in-
dividual and team participation in generating
continuous improvement ideas and actions?

1 2 3 4 5 6 7 8 9 10

Continuous Improvement: Are changes and
improvements made on a reactive, as-needed
basis or are they pursued relentlessly across the
entire organization?

1 2 3 4 5 6 7 8 9 10
Leadership Total: /50
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| INNOVATION

Commitment: Does your organization lack a
formal or informal commitment to innovation
(giveyourselfalowscore) orisitakey element of
your strategy (high score)?

1 2 3 4 5 6 7 8 9 10

Information: Is information hoarded to pro-
tect confidentiality or isall relevantinformation
available to internal and external innovation
team members?

1 2 3 4 5 6 7 8 9 10

Collaboration: Is innovation directed, con-
ducted and evaluated from the top-down or do
customers, suppliersand cross-functional teams
work together to find innovative solutions?

1 2 3 4 5 6 7 8 9 10

Opportunity: Do individuals have to “make
time” or stay late or does the company dedicate
time and help in implementing innovation and
improvementideas?

1 2 3 4 5 6 7 8 9 10

Process: Does innovation “just happen” or is
there a clearly defined innovation process that
includes responsibility and accountability?

1 2 3 4 5 6 7 8 9 10

Innovation Total: ___/50
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The Innovation Engine

Innovation is a critical compo-
nent of productivity improve-
ment. But innovation is more
than fancy new technology.
Infact, 80% of innovation
stems from ideas, methods,
products and processes, so
it's not necessarily expensive
to pursue

PEOPLE

Empowerment: Are orders given by supervi-
sors who make all decisions (give yourselfalow
score) or are associates empowered to make ap-
propriate decisions concerning theirwork (high
score)?

1 2 3 4 5 6 7 8 9 10

Information Sharing: Are associates told only
what they need to know or do they have access
to all of the information necessary to excel at
their tasks?

1 2 3 45 6 7 8 9 10

Training: Is there little to no investment in
training or does the organization see training as
apositive ROI?

1 2 83 4 5 6 7 8 9 10

Teams: Do employees work as individuals on
tasks assigned or are self-directed teams com-
monplace?

1 2 3 4 5 6 7 8 9 10

Idea Contributions: Are ideas generated by the
supervisor alone or are ideas for improvement
solicited and encouraged from everyone in the
organization.

1 2 3 4 5 6 7 8 9 10
People Total: ___/50
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Technology
Invention

Product
Improvement
Integration

Market
Extension

Business Models
\ Re-invent
Innovation

Engine Process

Improvement

System
Solutions

LEANTOOLS

Takt Time*: Is the company lacking a pace of
production or office processes (give yourselfa
low score) or is takt time known by associates
and adjusted with variability in product mix
and seasonality (high score)?

1 2 3 4 5 6 7 8 9 10

Error-Proofing: Is error-proofing fully imple-
mented on all processes?

1 2 3 4 5 6 7 8 9 10
Pull Systems: Are work orders driven by batch

production to match forecasts or do processes
respond immediately to customer demand?

1 2 3 4 5 6 7 8 9 10

Kanban**: Is full Kanban implemented in the
value stream?

1 2 83 4 5 6 7 8 9 10

Total Productive Maintenance: Does
maintenance occur only when break-
downs occur or is there a complete pre-
ventative maintenance program?

1 2 3 4 5 6 7 8 9 10
LeanToolsTotal: /50

continues nextpage
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Rate Your Productivity

VISUAL WORKPLACE

Performance Charts: Is key performance data
available only to aselect few (give yourselfalow
score) or is there a clear visual display of plant
performance and team performance at work
cells or meetingareas (high score)?

1 2 3 4 5 6 7 8 9 10

Work Instructions: Are work instructions
lacking or are they posted as resource and
training information at the appropriate work
station?

1 2 3 4 5 6 7 8 9 10

Visual Charts: Do operators and office person-
nel use factoryand office charts to manage their
daily work?

1 2 3 4 5 6 7 8 9 10

Location Designation: Does everything have
adesignated, identified and labelled location,
with charts and floor maps indicating those
locations?

1 2 3 4 5 6 7 8 9 10

Visuals Updating: Do operators and office
personnel update chartsand visual information
displays seldom or continuously?

1 2 3 4 5 6 7 8 9 10
Visual Workplace Total: /50
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WORKFLOW

Continuous Flow: Are operations disjointed
with machines in villages and large batch pro-
cessing or is there a high degree of continuous
How?

1 2 3 45 6 7 8 9 10
Work Scheduling: Is work “pushed” from one

area to the next, whether that area is ready for it
or not or are work processes linked, with noth-
ing produced upstream until there is demand
from downstream.

1 2 3 4 5 6 7 8 9 10

Production Cells: Are cellular operations pres-
ent that optimize productivity throughout the
enterprise?

1 2 3 4 5 6 7 8 9 10

Production Organization: Are machinesand
processes organized in random villages or orga-
nized by value streams?

1 2 3 4 5 6 7 8 9 10

Change-over: Is change-over lengthy with
no organized process or under continuous im-
provement with progress charted?

1 2 3 4 5 6 7 8 9 10

Bottlenecks: Are process bottlenecks used to
schedule work throughout the process using
drum and rope techniques?

1 2 3 4 5 6 7 8 9 10
Work FlowTotal: ___ /60
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Activities and tools:

Visit www.albertacanada.com/productivity today for more in-depth

self-assessment. Other tool and activities online include:
Lean training tools and assessments
Productivity capability and capacity benchmarking tools
Sectoral Benchmarking Studies
Construction: productivity in large projects
Automation assessments
Management boot camps

WORKPLACE ORGANIZATION

Safety: Is your workplace unsafe, with policies
loosely enforced (give yourselfa low score) or
very safewith rigid adherence to policiesand full
compliance to local ordinances (high score)?

1 2 3 4 5 6 7 8 9 10

Sorting: Are random items stored in work ar-
eas or only the necessary tools, equipmentand
resources, with no other materials allowed to
accumulate?

1 2 83 4 5 6 7 8 9 10

Orderliness: Is there little to no organization or
iseverythingidentified and in its place?

1 2 3 4 5 6 7 8 9 10

Cleanliness: Are floors and equipment dirty
and dustaccumulated on surfaces or is your of-
ficeand/or factory immaculate, with clean sur-
facesand floors?

1 2 83 4 5 6 7 8 9 10

Standardization: Is there clear evidence of
standards of procedures, shadow boards, and
common flow?

1 2 3 4 5 6 7 8 9 10
Workplace Organization Total: ___/50

TOTALSCORE:___/360
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IFYOU SCORED:

36-108: Your workplace has lots of room for
improvement when it comes to productivity.
Target categories with the lowest scores to start
implementing changes.

109-216: You have implemented a number
of measures to improve productivity but still
have room to maximize efficiency in a number
ofareas.

217-360: You're well on your way to havinga
productive workplace.

Visit www.productivityalberta.ca foramore
detailed version of this productivity self-
assessmenttool.

*Takt Time: The desired time between units of produc-
tion output, synchronized to customer demand.

**Kanban: An inventory controlsystem for tracking the
Sflow of in-process materials through the various opera-
tions of ajust-in-time production process
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A Formula That Pays

Take steps today to ramp up productivity in your business so
you can weather the recession and come out stronger

im Rakievich, CEO and presi-

dent of McCoy Corporation, cred-

its his company’s investment in
productivity for keeping it competitive. Based
in Edmonton, 85 per cent of McCoy’s revenue
is generated from manufacturing and ship-
ping specialized products to oil and gas clients.
McCoy used to operate according to what
Rakievich calls “the North American style of
manufacturing.”

“We’d calculate the cost of materials and la-
bour,” he says, “and putina profit margin above
that, then convince a customer to buy it. But if
someone new comes to town or a foreign com-
pany shows up with cheaper labour, you're left
trying to make a profit on a non-competitive
costbase.”

In the midst of growing success, McCoy
embarked on an overhaul of its plant in 2004.
Rakievich had been to visit a busy plant in
Washington and was stunned by how spotless
and quietit was. He learned it had undergone
productivity improvements and set out to find
outmore.

AtMcCoy, Rakievich targeted the manufac-
ture of power tongs, drilling equipment used on
rigs worldwide, for productivity improvement.
“We looked at manufacturing, what the guys
were doing on the floor,” Rakievich says. He
found he could eliminate steps by purchasing
new equipment: water jets.

“Then we watched the technician —assembly
took along time. We said, “What if we went the
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WEATHER THE STORM: Jim Rakievich, CEO and
president McCoy Cofporation, cut assembly time
by two-thirds

Ikea way?” We got our engineers to design in
little tabs, so everything snaps together. When
the tong’s finished, you wouldn’t notice the dif-
ference. Assembly takesa third of the time,” says
Rakievich.

Rakievich credits productivity investment
for McCoy’s success. “In one of our plants,
we have the exact same square footage we had
eight years ago, but we've doubled revenue. We
employ a few more people — but not double.
“With the current economic climate, if it weren’t
for productivity innovation,” he says, “our busi-
ness would be in jeopardy.”
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TO CALCULATE

LABOUR PRODUCTIVITY:

revenue
output per hour

hodr§Sworked

This is a key measure of productivity growth

Get Started With Limited Funds

Step 1: Do a quick calculation

You can do this whether you have five or
5,000 employees. Say your revenue-per-
employee calculation is $200,000 a year. If
you've got five employees, your revenue is
$1 million, but what if, with your existing plant
and workforce, your revenue was $1.4
million? “What does your bottom line look
like then?" asks Rakievich.

Step 2: Educate yourself on productivity
“Buy a book called The Goaland read it,"
says Rakievich. “Get your accountant and
plant manager to read it. You can't change
anything in a business unless leadership is
prepared to change.”

Step 3: Assess your operations

Do some simple exercises, such as a spa-
ghetti diagram, of one of your processes.
Take a measuring tape to the shop floor and
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track a part through the plant. Document its
path on a floor plan. “How much of that move-
ment is because your plant layout is wrong?
It's humbling, and the cost to you is the time
you take to carry out the assessment.”

Step 4: Make the call

After you've educated yourself and done
some initial assessment, visit a company that
has implemented productivity measures.
“Most people will be happy to show you,"
says Rakievich.

Step 5: Pick the low-hanging fruit

Simple changes can be undertaken before
you get deep into productivity improvements.
“There are all kinds of things you could

apply now that would cost you five cents,”
Rakievich says. “It's just reading to educate
yourself, doing a few quick calculations, then
rolling up your sleeves.”
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Canadian Productivity,
By the Numbers

he Proudfoot Global Productivity
Reportis published by Proudfoot
Consulting, designer of workplace
productivity programs. The report measures
global productivity for the business community.
In 2008, the company consulted 1,275 manag-
ersin 12 countries and eightsectors. The results
found that Canada is notaleader in productiv-

annn

R

ity. Jon Wylie, Proudfoot’s managing director
in Canada, says the poor productivity indicators
are a result of low levels of relevant staff train-
ing, slow speed of decision-making and prob-
lems with internal communications. Onamore
positive note, the Proudfoot report says that the
stage is set to allow Canadian companies to seize
new opportunities for productivity gains.

HALF: The number of Canadian companies versus
international who are experiencing signiﬁcant
productivity gains

Aswell, Canadian managers say they could increase
productivity by 13% over the next two years, but expect
toachieve gainsof only 8% - leaving 42 % of potential
productivity gains on the table

8: Theaverage number of training days per year Canadian
workers reccive. This is 26 % below global normsand 11th
outof 12 markets surveyed

55: The percentage of managers in Canada who say training
needs within their company are formally and regularly
assessed

HIGH-LOW: High staffturnover and low workplace
morale pose productivity problems, according to Canadian
managers

* SECOND LAST: The rank Canada holds in the study for

ease with which information flows within companies

63: The percentage of Canadian managers who report that
decisions are made quickly in their companies

Only 7!Just seven percent of Canadian managers say that
alack of desire in their general workforce to adopt change
programs isa barrier to productivity, meaning thata
readiness for improved productivity is clear and present
93: The percentage of Canadian managers who say
employees are ready to embrace change programs to
improve productivity

Read the report: www.proudfootconsulting.com/productivity
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Sponsored By:

Government
of Alberta m

Alberta Finance and Enterprise
Productivity Enhancement Unit
5th floor, Commerce Place
10155 - 102 Street NW
Edmonton, AB T5J 4L6

Tel: 780 427 6648
Toll-free: 310 0000
Fax: 780 422 2091
www.albertacanada.com/productivity

CALGARY
ECONOMIC

DEVELOPMENT

Calgary TELUS Convention Centre
731 -1 Street SE
Calgary, AB T2G 2G9

Tel: 403 221 7831

Toll-free: 1888 222 5855

Fax: 403 221 7828
www.calgaryeconomicdevelopment.com
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\\ EDMONTON

ECONOMIC DEVELOPMENT
CORPORATION

3rd floor, World Trade Centre Edmonton
9990 Jasper Avenue NW
Edmonton, AB T5J 1P7

Tel : 780 424 9191
Toll-free : 1800 661 6965
http://www.edmonton.com
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About

Prod uct|V|ty In AI berta

It’s our vision to make sure that Alberta
becomes known as the most innovative and
productive region in the world. Considering
that Alberta possesses a diversified, strong,
and resilient economy it’sa reachable goal.

But we’re only as productive as our con-
stituent parts. Productivity and innovation
improvements by individual Alberta com-
panies will help mitigate the effects of the
currentdownturn and position the province
—and those companies — to leap from the
gates once the turnaround starts.

Government
of Alberta

Happily for Alberta companies, improving
your productivity and innovation is not nec-
essarily expensive, time-consuming or overly
difficult. Butit takesa commitment to working
towards and maintaining the improvements
over time.

The Government of Alberta is at work with
industry to improve productivity and innova-
tion in the province. We're working together to
ask the right questions and find the right solu-
tionsat the right time.

Find outhowyour business can benefit.

Alberta Finance and Enterprise T: 780-427-6648

5th Floor Commerce Place F: 780-422-2091

10155 - 102 Street NW productivity.alberta@gov.ab.ca
Edmonton, Alberta T5J 4L6 www.albertacanada.com/productivity






