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Q1 2009 inherently uncompetitive suppl

e o And now, oil has become cheap at about $45 a barrel.

Does this mean the storm has passed and an extended

A. Demand Destruction Update 1 supply chain leveraging low labor costs and lots of
; ; transportation is the best approach? Are lean supply
B. Employee Questionnaire on Lean 2 chains the wrong priority and is peak oil nothing but a

C. Certified Lean Master 3 scary story to tell around a campfire?
D. Lean Walk The Talk 4 My belief is that the drop in the price of oil is exactly
what has been predicted by proponents (including me)
E. Lean Supply Chain Audit 5 of peak oil. Our predictions included how the price of oil
would surge as supply and demand become
unbalanced. Then, given inadequate preparation, the
A. Demand Destruction Update response to this price surge would be demand

] destruction. )
ltds time for an update on the first hase of demand

destruction for oil. What do we make of oil starting 2009 ~ The following chart shows the world wide demand and

at about $45 a barrel with supply exceeding demand? supply for oil for 11 quarters through Q308, as reported
by the US Energy Information Administration. In this

How does this impact our discussions about peak oil  chart, we see the dramatic drop in demand starting in
accelerating the desire of organizations to craft lean  (108. This drop put demand less than supply and
supply chains? What about those studies that show  created conditions for the plunge in the price of oil.

how rising oil prices impact
supply chain dynamics that are _ -
best understood through total Supply Demand

landed cost analysis and network
optimization studies?

86.5
Some studies suggest that oil at
$150 a barrel is the tipping point 1
where transportation costs can
overwhelm the low labor costs in /\ / \/_
far away countries; the result is a
total landed cost calculation that

favors production and distribution
facilities close to the customer.

The price of oil hit $147 a barrel
last summer  with many
organizations feeling enormous

pressures on their cost /
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structures; some could have
been at that tipping point where
they have an inherently
uncompetitive supply chain. 83
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| believe the chart shows us the start of the first phase
of demand destruction. People are driving less and we
are seeing a decline in economic activity, with a US
recession officially starting in December of 2007.
Unfortunately, demand destruction has only reduced
demand to a point where we now have adequate
supply. When peak oil really kicks in, we will see a
relentless decline in supply. That implies we still need
massive investments in alternatives, or we will see
additional phases of demand destruction.

what actions are you taking now?

Send me your thoughts and let me know how we can
help you and your organization prepare for the future.

Mike Loughrin, CLM, CSCM, CSCP
Chief Executive Officer
Transformance Advisors Inc.

mloughrin@emailta.com

At Transformance Advisors, we are serious about
helping you take on the challenges required to craft a

) As reader s of t he Transf or ma
lean supply chain.

encourage you to follow the unfolding story of peak oil; it
will impact you and your organization. Send your
thoughts to feedback@emailta.com if you would like to

Lean Supply Chains

Supply Chain Management
is a core competency

| salute those of you that are preparing for the future.
This recession and the first phase of demand
destruction will come to an end. However, the end of
demand destruction will bring an era of relentless
energy challenges that will reward those with lean
supply chains.

What are your thoughts?

1 Has the storm passed and we can get back to
extended supply chains leveraging cheap labor
and cheap transportation?

1 Will peak oil lead to another phase of demand
destruction and what will that look like?

1 Are you working to craft a lean supply chain and

join the debate.

B. Employee Questionnaire on Lean

As part of our development of a lean supply chain audit,
one company has submitted a questionnaire they use
for collecting feedback from their hourly employees.
The questions they ask include:

1. | know what is expected for me to succeed at
my job.

2. | receive regular feedback to help me improve
my performance.

3. | know the names of my internal customers.

4. | know the expectations of my
customers.

internal

5. I know where to go with an improvement idea.

| feel comfortable sharing improvement ideas
with my supervisor.

7. 1 understand how improvement efforts will help
my team do a better job.

@

In my area, we measure what is important.

When an improvement is made, the information
is shared so that everyone benefits.

10. | have been involved in a Kaizen Blitz event in
the last 30 days.
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11. I know the 5 principles of lean. has allowed many participants to immediately deliver

12. 1 know the 7 types of waste. benefits that far exceed the cost of the course.

At $3,450, this 9 day program is an exceptional value

and a fantastic approach for organizations seeking

14. As a team, we have celebrated a success in the immediate, significant, and quantifiable ROl from
last 60 days. employee education and training events.

13. | have access to learning more about lean.

With a focus on applying lean concepts to all types of
organizations, this course is ideal for manufacturing,

These 14 questions look like an excellent means to service, retail, distribution, and virtual organizations.

determine how their lean initiative is driving the cultural  The CLM multi-session program provides:

changes that are required for success. What do you think ] o
about it? Send your ideas to lean@emailta.com. T A complete package of education, application,
and coaching on the creation of lean supply

chains.

s 1 Three educational sessions of three days each
C. Certified Lean Master with a four week break between sessions for
Lean is the systematic elimination of waste. participants to apply the knowledge to their lean
. L initiative.
Lean concepts can be applied to all organizations
seeking to improve their products and services. 1 Participants improve one value stream at their
organization, create quantifiable improvements,

Our Certified Lean Master course is a comprehensive and begin seeing immediate results.

multi-session program with a complete package of
education, application, and coaching that teaches how A certification exam and the opportunity for
to systematically eliminate the waste that drives up participants to earn personal recognition as a
costs, lowers quality, and destroys your ability to meet Certified Lean Master.

customer expectations. - . .
P Visit  www.transformanceadvisors.com for additional

We are collaborating with the International Supply information and a schedule of public courses in your
Chain Education Alliance (ISCEA) and others to bring  area. We also offer private courses for teams of eight or
our Certified Lean Master (CLM) course to multiple  more.

locations across the globe.

Free CLM Webinars

You are invited to participate in a free webinar on how the
Certified Lean Master program can help you craft a lean
supply chain for your organization.

The schedule and registration page for these 60 minute
webinars is available at www.certifiedleanmaster.com.

One competitive advantage of this program is the  For more information on the CLM program, send an email
requirement for participants to work on a lean to CLM@emailta.com.

improvement project at their organization while taking

the course. This fApractic
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D. Lean Walk The Talk

When | 6m not working on
Advisors or not in the mountains hiking or skiing, then
there is a good chance | am working on my role as CEO
for APICS Northern Colorado. This role is challenging
and rewarding with particular enjoyment in leading the
lean transformation for this service organization.

During one discussion with the leadership team of
APICS Northern Colorado, it became clear that we were
not on the same page in walking the talk of our
commitment to lean.

| crafted the following message to the leadership team
and have seen the need for such a message at many
other organizations.

*kkkk

To APICS NOCO Leadership Team:

Our last leadership team meeting highlighted how we
need to develop a better understanding on what it
means to walk the talk with our transformation to a lean
service organization. | think we all sensed how
Operations, Marketing, and Finance are taking
significantly different approaches to structuring their
lean improvement projects.

We have six lean experts and six definitions of lean!

| propose we start thinking of lean as our number one
initiative that must engage all areas. Our annual plan
supports this, but we must drive this support to all that
we do. While seeking to improve service, reduce costs,
and eliminate defects, we are also undertaking a
cultural transformation.

We must commit to running all lean projects in a
manner that reflects what is taught in the Certified Lean
Master progr am. We must
systematic el imination
diligent in leveraging the proven path to success.

of

Some ideas on the minimum requirements for a lean
project:

1. The project manager must have earned their
CLM or they must be in a current course.

1 Preferred method is for the project to
be part of a CLM course.

busi

wal k

1 All areas need to be developing CLMs

to run thejr projects.
ness for Transformance

2. The project must have a documented business
case and be organized for success.

1 A steering committee must be set up by
the executive sponsor.

1 A cross functional team must be put in
place i scope must involve integration
of different functional areas.

1 The business case must receive
approval from the steering committee.
Benefits must be greater than cost. The
cost cannot be zero T nothing worth
doing is free.

91 Crisp updates on lean projects must be
provided to the leadership team.

3. The lean project must provide measurable
results.

1 An improved value stream, including
built in performance measurements.

1 An improved value stream with clearly
defined ownership.

1 The business case is closed out with a
report of the actual vs. plan
performance.

Our challenges just demonstrate how hard it is to
change the culture of an organization via a lean
transformation. | believe the CLM program can get us
on the same page and on the right path.

Good walking!

fithe
be

the talk. Lean i s
Miked aughend CLMy GSCM, GSCP mu s t
Chief Executive Officer

APICS Northern Colorado

Contact us at info@emailta.com if you are struggling to
walk the talk with your lean initiative. We can help you
gauge your progress and develop a roadmap to success.
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E. Lean Supply Chain Audit

Our lean supply chain audit will be released in early
2009 and will provide organizations an exceptional tool
for gauging their progress and status in crafting a lean
supply chain.

The Lean Supply Chain Model

Our audit is based upon our lean supply chain model
which contains four areas of excellence that are
required for success:

Lean Supply Chains

Supply Chain Management
is a core competency

1. Lean Enterprise

A lean enterprise is the first step and the foundation
required for a lean supply chain. This extends beyond
using some of the lean tools to include the cultural
transformation. Does everyone walk the talk?

2. Customer Relationship Management

Customer relationship management (CRM) concepts
provide the processes and systems that allow lean
enterprises to integrate with their customers. Lean does
not stop at the shipping dock.

2. Supplier Relationship Management

Supplier relationship management (SRM) concepts
provide the processes and systems that allow lean
enterprises to integrate with their suppliers. Lean does
not start at the receiving dock.

3. Supply Chain Management

The element that energizes our model is our axiom that

a lean supply chain requires an organization to maintain
supply chain management as a core competency.
During many of the educational events that
Transformance Advisors delivers, we ask the
participants if they work at an organization that views
supply chain management as a core competency. While
the percentage seems to be growing slowly, it is still
under 10%. We view this as a critical issue for those
claiming to desire a lean supply chain.

The Effective Auditing Approach

Our aim is to help lean practitioners leverage the advice
from Stephen R. Covey,
mindd by |l aunching | ean i
definition of a lean supply chain. While there are other
lean audits available, we have found them to be too
subjective and too focused on particular industries or
just on manufacturing organizations.

Our lean supply chain audit will examine the four areas
of excellence in terms of intent, implementation, and
effectiveness.

1. Intent

Documented evidence of expectations for business
objectives or processes. This evidence is generally in
the form of policy statements and standard operating
procedures.

2. Implementation

Verification that the documented evidence of the intent
of objectives or processes has been implemented
throughout the organization. This verification is
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