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Today’s ChallengesToday’s Challenges

Labor by far represents the largest cost in most y p g
companies distribution and manufacturing operations
Labor ranges from 50%-%60 of a companies total 
operating expensesoperating expenses
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 ROIexpected ROI
WMS solutions do not capture or quantify work 
performed to provide feedback to employees/mgrs
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Today’s ChallengesToday’s Challenges

We have to find ways to tap into
the illusive discretionary effortthe illusive discretionary effort 
that each of our employees have 
t ffto offer
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Today’s ChallengesToday’s Challenges

The Fantastic Four:
Type Company – Manufacturing, Packaging
Goal – Increase through-put in packaging area

Approach:Approach:
Set group rate incentive based on engineered 
standards
Group consisted on four employeesGroup consisted on four employees
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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in their skill and effort 



AgendaAgenda

Labor Performance Managementg
Consist of Three Areas:

Methods
M t MethodsMeasurement 
Motivation

Methods

Lean Process 
Improvement 

Teams

Measurement Motivation
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Lean Process ImprovementLean Process Improvement



Lean Process ImprovementLean Process Improvement

Lean Process Improvement Teams:p
To increase participation and buy-in

To encourage trust, open communications 
and a spirit of respect and cooperation

To reduce costs and improve productivity

To capture discretionary effortTo capture discretionary effort
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Lean Process ImprovementLean Process Improvement

Improvement Team Focus:p
Aggressive questioning of all business 
practicesp
The elimination of all non-value added 
activities (waste, variability, constraints)( y )
Destroy all barriers that prohibit the 
pursuit of total customer satisfaction 
(internal and external customers)
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Lean Process ImprovementLean Process Improvement

Improvement Team Characteristics:p
A team consisting of six to ten members 
(cross functional team)(cross-functional team)
The team exist to develop better and more 
effective methods of servicing theeffective methods of servicing the 
customers, improving operations and 
improving teamworkp g
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Lean Process ImprovementLean Process Improvement

Self Managed VS Self Directedg
The Management Team must provide 
the direction for the teams
Project Charters must be developed to 
provide the structure to the processp p
The team should manage within the 
structure of the charter process

This Is The Key to Teaming For ExcellenceThis Is The Key to Teaming For Excellence
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Methods & MeasurementMethods & Measurement



Methods & MeasurementMethods & Measurement

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 
feach of the work methods.

Poor methods or processes should not be optimizedPoor methods or processes should not be optimized
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Methods & MeasurementMethods & Measurement

Why Develop Engineered Standards?y p g
Goals or metrics based on historical benchmarks fail to 
accurately report the operations effectiveness in 

l ti t it’ bilitirelation to it’s capabilities.

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

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

Standards Must Be MaintainedStandards Must Be Maintained
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Methods & MeasurementMethods & Measurement

How Should the Standards be 
Developed and Measured?

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

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

The ongoing measure would involve the use of a The ongoing measure would involve the use of a 
database interfaced with the LMSdatabase interfaced with the LMS
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database interfaced with the LMSdatabase interfaced with the LMS



Methods & MeasurementMethods & Measurement

What Automated Tools Are Available 
for Standard Development?

Red Prairie – Workforce Modeling, Allows data to be ed a e o o ce ode g, o s 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.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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evaluate and measure labor activities



Methods & MeasurementMethods & Measurement

What Should be Viewed and 
Measured?

Record all activities while an employee is on the clockRecord 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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employee, warehouse or team performance 



Methods & MeasurementMethods & Measurement
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Methods & MeasurementMethods & Measurement

Performance by 
i di id l t dindividual, team and 

shift.
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Methods & MeasurementMethods & Measurement



Methods & MeasurementMethods & Measurement

What Level of System is Required?What Level of System is Required?
Low End Stand-alone System
High End Integrated System
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Methods & MeasurementMethods & Measurement

What is an Integrated Solution?What is an Integrated Solution?
Does the software provider offer an 
integrated supply chain package:integrated supply chain package:
• WMS
• TMS
• LMSLMS
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Methods & MeasurementMethods & Measurement

What Companies Offer IntegratedWhat Companies Offer Integrated 
Solutions?

Red Prairie

HighJump 

M h A iManhattan Associates
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MotivationMotivation

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 teamhowever, the team is rewarded based on team 
performance. 

Individual: An individual is rewarded based solely on d dua d dua s e a ded based so e y o
his/her performance within the team.

Combination: An individual is rewarded based on 
hi /h f ithi th t h this/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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MotivationMotivation

How Should the incentives be paid?p
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 )(recognition, rewards, freedoms, etc.).

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). 

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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ConclusionsConclusions

Approach

Define 
Opportunity

• Labor Reduction Opportunity
• Identify High Level Equipment Costs
• Identify Potential ROI

Lean Process 
Improvement

• Identify Improvement Opportunities
• Identify & Train Team Members

Implement ProcessImprovement 
Team (s) • Implement Process

• Process Improvements
S l t & I l t LMS

Methods, 
Measurement & 

Motivation

• Select & Implement LMS
• Define & Implement Incentives
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ConclusionsConclusions

Employees have discretionary effort to offerp y y
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/orEmployees respond well to team and/or 
individual incentives
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ConclusionsConclusions

What Should we Expect?

1 – No reporting and no measurement
2 – Area productivity reporting and historical standards (goals)
3 – Individual productivity reporting with historical standards (goals)
4 – Individual productivity reporting with engineered standards, systems productivity reporting

Range of Savings Range of Savings 
10% 10% -- 50%50%
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5 – Incentive compensation (the last 10-15%)



Make Something Happen!Make Something Happen!

jbenefield@envistacorp.com
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