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Today’s Challe ges

s Labor by far represents the largest cost in most
companies distribution and manufacturing operations

= Labor ranges from 50%-%60 of a companies total
operating expenses

s Less than 10% of distribution centers utilize
performance management systems

= Many companies have implemented WMS systems
to improve efficiencies, but have fallen short on
expected ROI

= WMS solutions do not capture or quantify work
performed to provide feedback to employees/mgrs
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Today’s Challenges

We have to find ways to tap into
the illusive discretionary effort
that each of our employees have
to offer
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The Fantastic Four:

Type Company — Manufacturing, Packaging
Goal — Increase through-put in packaging area

Approach:

m  Set group rate incentive based on engineered
standards

m  Group consisted on four employees
m  Output was monitored for quality

Results:
Through-put was increased by 30%, the employees were
paid a direct pay incentive, the employees took great pride
in their skill and effort
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Labor Performance Management
Consist of Three Areas:

m Methods
m Measurement
m Motivation

Lean Process
Improvement
Teams

Measurement
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Lean Process Improve

Lean Process Improvement Teams:

m 0 Increase participation and buy-in

m [0 encourage trust, open communications
and a spirit of respect and cooperation

m o reduce costs and improve productivity

m o capture discretionary effort




— .

Lean Process Improve

Improvement Team Focus:

m Aggressive questioning of all business
practices

m The elimination of all non-value added
activities (waste, variablility, constraints)

m Destroy all barriers that prohibit the
pursuit of total customer satisfaction
(internal and external customers)



_

Lean Process Improve

Improvement Team Characteristics:

® Ateam consisting of six to ten members
(cross-functional team)

" The team exist to develop better and more
effective methods of servicing the
customers, improving operations and
Improving teamwork
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Lean Process Improve

Self Managed VS Self Directed

m The Management Team must provide
the direction for the teams

m Project Charters must be developed to
provide the structure to the process

m The team should manage within the
structure of the charter process

This Is The Key to Teaming For Excellence
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Methods & Measurement
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Improvements in Productivity Are Based
Upon:

= Best Practices - The optimal material flow strategy
and equipment to meet customer demand.

= Preferred Methods — The optimal way to perform
an individual task.

= Standards - Develop the engineering standards for
each of the work methods.

Poor methods or processes should not be optimized
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Methods & Measurement
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Why Develop Engineered Standards?

m Goals or metrics based on historical benchmarks fail to
accurately report the operations effectiveness in
relation to it’s capabilities.

m Discrete engineering standards take into account the
unique characteristics of each individual task.

m Discrete based standards are more accurate and are
required for incentive pay calculations.

Standards Must Be Maintained
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Methods & Measure : ent
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How Should the Standards be
Developed and Measured?

m Manual: Define the elements of the operations
(receiving, picking, putaway and shipping) and perform
time-studies or MOST analysis (MOST — Maynard
Operational Sequence Technique).

m Automated: Utilize a tool with preloaded values for
operational elements to expedite the process.

The ongoing measure would involve the use of a
database interfaced with the LMS
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What Automated Tools Are Available
for Standard Development?

* Red Prairie — Workforce Modeling, Allows data to be
selectively transferred from model to production. The
ModelRight system is a front end to the labor management
system.

= Maynard — StandardsPro, Has a data base of the 200+ most
common DC activities. The base standards may be modified.
Uses a a flat file transfer to the labor management system.

= Data Base Tools — Combines the use of pre-determined
time systems, time and motion studies, and work sampling to
evaluate and measure labor activities
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Methods & Measurement
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What Should be Viewed and
Measured?

= Record all activities while an employee is on the clock

= Monitor performance levels in real time

= Provide visibility to performance standards

= View workload across functional areas and zones

= Measure actual productivity against expected performance
= Calculate pay-for-performance data

= Provide reports on productivity based on supervisor,
employee, warehouse or team performance
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Advanced features

+ User configurable

* Intuitive searches

« Dynamic sorting & grouping
« Context sensitive

+ Integrated graphics

« Concurrent user sessions
Visual production indicator

B RedPrairie

N

File Wiew Tools  Applications  Actions  Help

17 Favorites |52 & Locate

+ & Carrier Communications
» @ Client Billing
v [ Daily Operations
Skatistics
Assignment. Display
1 Assignment Operations
Quality Display
Quality Operations
Schedule Display
Schedule Operations
I il Inventory Counting
» ﬂ Inventory Management
+ [[5 Order Processing
+ & Parcel Manifesting
I & Receiving
» [Z] Slotting
* & System Operations

Daily Operations »

1 Assignment Operations

 Assignment # | PlanDate | Reference ID | KVIOS | Goal Time

0016555562 10/1/2004 | 191267665 | S0 001:14:58 | El
ISTART21039  10/1/2004 | | 0 ‘ 000,00:00 |50
0016550122 10/1/2004 | 4112 | EO0 00LEROE (S0
O016569435  10/4/2004 697109 T ‘ 001i38:56 S0

ISTOPZ1099  10/1f2004 | | 0 0000000 | Ib
Recordiof 61 b bk kel € i |

Open Applications (11)

[& Receive Truck Operations

| Shipment Allocation Operations
(&l \Wave Operations

= Location Map Display

ﬂ Inventory Location Display

[ Work Queve System Operations
Work Order Allocation Operations
ﬂ Cycle Count Operations

4l Location Usage Display

Eﬁ Carrier Matrix

Assignment Operations

—

Insert Unm... End Shift,
Assignment £ | ISTARTZO790 Indicator: P
General | Adj. S y | Discrete Details |
Inh Code 10: [T3TART v|
Wark Categary: | INDIRECT v
Reference ID: | |
Client 10: | v
Customer No: | v
Route #: | |

Aisle Area ID: | S0O15 .

Team Type: v

User Defined 1: |

HEDPRAIRIE™ 2004
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C:Documents and Setti

44 Manhattan

Associates.

'orkInfo Reports'EmployeePerformance_Shift,Emp per - Microsoft Internet Explorer

J File Edit ‘iew Faworites Tools Help

J =EBack -~ = ~ &) 7t | Qi search  [GeFavorites  C4History | Ey- S - =

J Address I@ CDocuments and SettingsikeviniMy DocumentstworkInfo Reports\EmployesPerformance_Shift\Emp perf by shift, htm

x| e |JLinks =

Start Date:

EMPLOYEE_N
Day

George, Micheal
Grold, Kim
Chiffin, Brian
Hardy, Greg
Huff, Bill
Ingram, Lois
Dliller, Sherry
Mitter, Marcus
Stumg, Kevin

Night

Allen, Scott
Britten, Felly
Cough, Sam
Diover, Rachel
Fowler, Pat
Good, Ben
Hust, Peta
Jump, Harold
Ilason, Duke
Tompsomn, Luke

Grand Total:

050152000

USER_ID

M geotge
Kgold
Bgriffin
CGhardy
Bhuff
Linigram
Smiller
MInitter
Katump

Sallen
Ehritten
Beough
Rdower
Pfowler
Bgood
Phuart
Hijumgp
Dmason
Ltompson

End Date:

Performance by
individual, team and

-

3

o4

94

o4

72

- _ __ . &7

1,720 1,810 112 90,00 89 =l

1,638 1,720 77 4500 94 a3

1,302 1,701 135 3500 97 a0

1647800 16,51000 1,229.00 405.00 9233 90.78

1,645 1,666 250 60.00 86 &4

1,740 1,688 123 70,00 96 =l
1,555 1,666 33 1500 91 ar -

1,535 1,500 o7 30,00 o6 2

1,444 1,688 67 3500 82 94

1,793 1,810 46 1500 97 a7

1,386 1,302 20 1000 103 o8

1,745 1,695 73 3500 99 94

1,677 1,733 23 40,00 Y, a3

1,201 1,250 10 90,00 03 3

16,227.00 16,498 00 §23.00 400,00 93.70 9320

32,705.00 33,008.00 205200 805.00 9305 9205
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ALL Department/TOTALS Shift Performance from 9, osoft Internet Explorer =
File Edit “ew Favorites Tools Help | ;?
@Back - ) - (¢ (2] (0] O search 7 Favarites @ meda £ | (- L B | Address @ hitp: fprsvimjAdvantageDema 53 abor20Advantage/GenReport aspx? D=5385HFD = |
Links a Advantage Dashboard a Event Advantage a W Web Terminal a Warehouse Configuration Console a WA Gate a ' Tractor a Transporkation Advantage > m
Labor Advantage - MATT L X ? hJ
+Advantage Dashhoard =¥ ALL Department/TOTALS Shift Performance from 9/1/2005 to 9/27/2005 g "'"""‘""I
+Warehouse Advantage 4 IM Company

ainer Advantage == & - s Page: E of 1 Show: |20 = mﬁ:ab'Wise
g Advantage
+Yard Advantage Employee Name Actual Hrs ~ PctTotal  Standard Hrs  PetPerdd  Total Units  Units Per Hr

01
03

28 4%
71.6%

0.4
06

483
6.4

#
+ Delivery Advantage 1 | MATT MANAGER
+ Supplier Advantage % RON RECEIVER

—Lahor Advantage /] ALL Department Performance by Activity from 9,/1,/2005 to 9/27/2005 (Supply Chain Advantage | Labor - Microsoft Internet Explorer
- Executive Visibility Ele Edt  Vew Favorbes  Took  Help ‘ "
Performance by Function QBack ~ () - x| (2] (0|0 seach rFavortes WWmedn & | (0 L B |Agdress IEhttp:HprsvmﬂAdvantagEDEmUISSLahm%ZDAdvantagEIGEnRepmt‘aspx?ID=47&TnDatE |
RE{;:{;"EM Perfarmance hy Advantage Dashboard Ewent Advantage @ W Web Terminal a ‘Warehouse Configuration Console a YA Gate ¥ Trackor Transportation Advantage >
gﬁipf;anmem Performance by Labor Advantage - MATT L X ?
+ Setup
+ Customer Service Advantage +Advantage Dashboard ~¥ ALL Department Performance by Activity from 9/1/2005 to 9/27/2005
+ Advantage Link for XML +Warehouse Advantage
+ Container Advantage == « ° e Page: |Z| of 2 Show: |20 = "w'e‘ gwise
+ Slotting Advantage
+Yard Advantage Activity . . Actual Standard Total Units  Unit of
+ Delivery Advantage # Code Activity Shift Hrs Pet Total Hrs Pt Perf Units PerHr Measur
+ Supplier Advantage 1 111 Production Receipt (ropt) | SHIFTT | 47.9 10978.9% | 3.9 8.1% 298 |62 3
— Lahor Advantage 2 1M Production Receipt (rept) | SHIFT1 | 0.7 166.0% 12 170.4% | 87 1200 | PL
rantage 3 |12 Praduction Receipt jput) | SHIFT1 | 0.0 0.3% 0o 2000% |12 B496.0 | CS
- Ezecutive Visihility : 4 | 151 Vendor Receipt (ropt) | SHIFT1 | 9.4 [ 2152.4% [ 1.1 3% |70 |74 |cs
Performance by Function 5 1491 “endor Receipt (rcpt) SHIFTT | 0.0 B.4% 03 1068.0% | 24 864.0 | EA
Department Performance br B | 151 wendor Receipt (rcpt) SHIFT1 [ 0.7 166.7% 1.3 1721% |13 174 PL
Activity 7o 152 “endor Receipt (put) SHIFTT | 0.0 2.4% 00 65.8% e 25868 | CS
Department Performance by g |152 “endor Receipt (put) SHIFTT [ 0.0 3.8% 0.0 84.7% 10 610.2 | PL
Shift 9 | 162 SN Receipt [put) SHIFTT | 0.6 129.5% |05 G18% | 1647 | 20127 | G8
Set 10| 182 ASH Receipt (put) SHIFTT | 0.7 167.8% 00 0.4% 2 27 PL
PRI 11171 Retums (rcat) SHIFT1 | 538 | 12309.7% | 57.7 107.4% | 449 | B4 PL
+ Customer Service Advantage 12 | 172 Retums (put) SHIFTT | 0.4 47.6% 0.1 28.0% &0 087 | PL
+ Advantage Link for XML 13 11 Production Receipt (rept) | SHIFT2 | 0.0 0.0% 06 TlAA 100 A PL
14 151 wendor Receipt (rcpt) SHIFT2 | 0.0 1.6% 01 1456.0% | 2 288.0 | EA
15 | 151 “endor Receipt (ropt) SHIFT2 | 0.0 6.4% 0z 694.0% |2 720 PL
16 | 152 “endor Receipt (put) SHIFT2 | 0.0 0.6% 00 55.6% 2 800.0 | EA
17 182 “endor Receipt (put) SHIFT2 | 0.1 31.4% 0.0 1.0% 1 73 PL
162 ASM Receipt (put) SHIFT2 | 76.2 17445.5% | 0.2 1.1% 3145 | 41.3 c3
ASN Receipt (put) SHIFT2 [ 0.0 8.7% 0.0 14.68% 4 105.1 PL
Returns (rcpt) SHIFT2 | 255 5904.1% | 34.2 132.7% | 266 10.3 PL

05 3M. All Rig

[ N3 Unknown Zone (Mixed) |
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What Level of System is Required?
m Low End Stand-alone System
m High End Integrated System
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What is an Integrated Solution?

m Does the software provider offer an
Integrated supply chain package:

- WMS
. TMS
- LMS
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What Companies Offer Integrated
Solutions?

m Red Prairie llRedPrairie-
m HighJump Fﬁgﬂgyi

@ Manhattan Associates 44 Manhattan

Associates.
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Types of Incentives

Group: A functional team is rewarded based on agreed
upon metrics. The individual metrics may be viewed,;
however, the team is rewarded based on team
performance.

Individual: An individual is rewarded based solely on
his/her performance within the team.

Combination: An individual is rewarded based on
his/her performance within the team; however, a team
metric must be triggered in order for any individual team
member to benefit.
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How Should the incentives be paid?

m Continuous Positive Reinforcement: CPR is anything that makes a
team or team member feel good about a behavior they have done
(recognition, rewards, freedoms, etc.).

m Direct Increase in Pay: If the employee performs at a level greater
than the calculated standard for the work, the employee is paid a
direct percentage increase (10% increase in productivity = 5%
increase in pay).

m Combination: An individual is rewarded with CPR as well as a direct
increase in pay. An automated system could be utilized that integrates
the performance management system with the payroll system (10%
increase in productivity = CPR + 2% increase in pay).
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Approach

» Labor Reduction Opportunity
_ « ldentify High Level Equipment Costs
Sl « |dentify Potential RO

* ldentify Improvement Opportunities
P ° |dentify & Train Team Members
WG « I[mplement Process

Team (S)

e Process Improvements
o Select & Implement LMS

Methods,

Sl « Define & Implement Incentives

Motivation
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Employees have discretionary effort to offer

Self managed teams can uncover hidden
efficiencies

Employees respond best to continuous positive
reinforcement

Continuous improvement will not be achieved
without a measurement system in place

Employees respond well to team and/or
iIndividual incentives
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What Should we Expect?

Percent of Engineering Standard
Achieved

B Percent of Engineering Standarc Achieved

150%
100%
50%
0% +
1 2 3 4 5
1 — No reporting and no measurement Range of Savi NgsS
2 — Area productivity reporting and historical standards (goals) 10% - 50%

3 — Individual productivity reporting with historical standards (goals)
4 — Individual productivity reporting with engineered standards, systems productivity reporting
5 — Incentive compensation (the last 10-15%)
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enabling logistics excellence
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