The Road Less Travelled: Part 1

Customer-Focused Manufacturing [nnovation

Written by Elam Esh

Once upon a time, two ducks waddled down the road to
the pond. “This is a good road,” said the first duck, “but |
think that, just for a change, we should find a new route.”

The second duck disagreed. “This road has served us
well,” she said.“"Why would we need a new way?”

One morning the ducks met a fox. “Good morning,’ said
the fox, “On your way to the pond, | suppose?”

“Oh, yes," said the ducks. “We come here every day.”

The next morning the first duck said, “We are sure to
meet the fox today. We must find another road”’

“You are being silly!” said the second duck. “That fox was
a gentleman.”

So the two ducks waddled down the same road to the
pond. There was the fox sitting beside the fence. “l was
expecting you,” said the fox with a grin, “and you have not
disappointed me.” And with that, he pounced. The ducks
quacked and squawked, and finally escaped. The next
morning the ducks began to search for a new and better
way to get to the pond.

The moral of this story applies to many areas of life,
including business. We resist change—sometimes even
when we can see imminent danger—because finding a
new approach or a new method is too much work, too
hard on our pride, or too risky. In this article | will share
areas where businesses should reconsider the path they
are on. While the examples | share from our furniture
business may not directly apply in your occupation, these
principles will help you discover a new path of your own.
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A brief history

When we began our furniture manufacturing business,
times were good. Our company flourished throughout
the '90s. We understood what the customers wanted,
and we grew into a large organization. By 2008, however,
| was concerned about changes in the furniture
landscape. Two things seemed to be contributing to
the shift: 1) customers wanted lower prices with more
options; and 2) competition from China.

We resist change because
finding a new approach or
method is too much work, too
hard on our pride, or too risky.

Our method had been to build furniture by batches.
We built a large batch of parts and then assembled
and finished them in large batches that we stored in
our warehouse until they sold. We would pull from that
inventory as orders came in from our retailers. When the
inventory got low, we would build another batch. But by
2008 the “fox” seemed to be lurking along our usual route,
and | knew we were going to have to change to compete
in a new economic environment.
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| decided that we would continue to build batches, but
instead of assembling the parts right away, we would
store them in racks as kits to pull from. This would allow
us to offer a more customized product to our customers. |
figured we would lose some efficiency, but hoped that in
the long run it would pay off.

A strange new road

Before | implemented my new plan, | hired Art Raymond,
a furniture consultant from North Carolina. He had
published articles challenging how industries think
and interact.

We gave Mr. Raymond a tour of our company. We
showed him our batch process and explained the new
“flow” process we were considering. | expected him to
challenge our ideas, critique our efficiency, and tell us
whether or not it was the right thing to do. | had paid a lot
of money for his expert advice, but when he left, | had no
clear answer.

| was disappointed. Mr. Raymond had asked unexpect-
ed questions such as, “Who are your customers?” and
“What do their stores look like?” and “How do they market
themselves?” He challenged us to innovate the “soft
stuff” (the things that relate to people) and let that drive
innovations in the “hard stuff” (the things that relate to
the product).

While pondering Raymond’s advice, | reread some
of his articles. In one article titled, “Put Your Customer in
Center Stage,” he quotes Theodore Levitt, a professor at
the Harvard Business School who is sometimes consid-
ered the father of modern marketing theory. Levitt said,
“People don't want to buy a quarter-inch drill bit. What
they really want is a quarter-inch hole!”

| imagined how many drill bits have been sold to
people who didn't really want a drill bit—they only
wanted a hole. Yet a thriving business has been created
around selling “hole-makers” to folks who want holes.
Slowly | began to realize that furniture buyers don’t want
a table. They want the ambience, the space, the look, and
the feel that the table provides in their homes. But that did
not apply to my customers, furniture stores throughout
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People don’t want to buy a
quarter-inch drill bit. What
they really want is a quarter-
inch hole. — Theodore Levitt

the U.S. | began to puzzle over what my furniture stores
needed. What did they really want? In fact, these were the
very questions Raymond had asked me to consider.

Learning to know my customers
| decided | needed to learn to know my customers so
our company could meet their needs. | prepared a list
of questions and over a couple of years, | visited all of
the stores who sell our product. Some of them are as far
away as Alaska. As | travelled, my list of questions to ask
them grew. The stores told me ways in which it was easy
to do business with us, and ways in which it was difficult.
They told me why they buy from us instead of from the
competition, and told me what to change and what
not to change. | asked them how they advertise and
market themselves and how we could assist them. And |
always wrapped up my visit by asking what their biggest
challenge was. | didn't want to help them with just their
small challenges; | wanted to help solve their big ones.
Getting those questions answered was vital and was
worth every effort we made. | came away with a deep
understanding of what our customers wanted. That
knowledge informed us as we made changes to the
company. Truly, even though you may be providing only
the drill bit, finding out as much as possible about the
quarter-inch hole your customers want is essential.

A new perspective on the company

As our view of our customers changed, so did our
view of the company. This is captured in another
quote from Levitt: “A company must view itself as a



customer-satisfying process, not a goods-producing
process.” In other words, your company shouldn’t be
about producing drill bits, but about making holes; not
about manufacturing tables, but about creating space,
ambience, and feel. Your company should not be about
your product, but about your customers. This is why Art
Raymond hardly took note of my process, but empha-
sized innovation elsewhere.

We have tried to shift our thinking from selling what we
make to providing what they want. Since our customers
are retailers who resell our furniture to the end users,
our customers want us to help them make a profit. So
that’s what our company is about. Since our businesses,
whether building gazebos or selling bulk food, began
by us doing what we love to do, at some point we must
transition away from thinking of our company as primarily
about building gazebos or selling food. This helps you
become a company that not only knows gazebos, or
knows food, but also knows and produces what the
customer wants. We need to provide the whole package.

A whole new process

How do we provide that value package for our
customers? For many businesses this may require reor-
ganizing in ways that earlier would not have made sense.
This was the case for us. We had started out filling a large
warehouse with batches of finished inventory. Then we
shifted to a warehouse of racks filled with kits to pull
from to build furniture to order, giving the customer
more options. Even this was simply a different version of
the large batch process. In the end, we have complete-
ly shifted away from the batch process to what we call
single piece flow, building one piece at a time.

These changes were not driven by a desire to improve
efficiency. | and everyone | knew believed in the big batch.
It seemed like the best way, and perhaps the only way, to
deliver the goods in a timely, efficient manner. And we
were fairly good at it. When a customer came to replenish
his store, he simply backed his truck up to the warehouse
and we loaded it up. Eighty-five percent of our customers
went home with 100% of their order. That seemed like a
satisfactory achievement.
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As our thinking began to shift, so did our view of that
85% success rate. Instead of thinking we had satisfied
85% of the people, we realized that 15% were going away
unhappy. We realized how frustrating it must be for Bob
from Minnesota to drive all the way to our warehouse
only to leave with less than a full order. It doesn't help him
that the next big batch will be finished next Tuesday.

Special orders were a problem too. It would take us
eight to ten weeks to fill those orders. Neither we nor
our customers were happy with that. Once we changed
the process to building batch kits and assembling to
order, we saw immediate benefits, and special orders
increased. Our customers liked the increased options
and the reduced turnaround time. We noticed that
we had more warehouse space and began to use it to
pre-stage orders to make the pickup experience more
efficient. Moving bulky items less meant less wear and
tear on the building itself. Even the employees liked it
better, but the process still fell short.

Instead of thinking we had
satisfied 85% of the people,
we realized that 15% were
going away unhappy.

One of the most difficult customer wishes to fulfill was
the customized pieces. By 2008 our culture was getting
very accustomed to being able to order gadgets and cars
exactly the way they wanted them, and they wanted to
purchase furniture this way too. But special orders were
always inefficient for us. The customer disliked the long
wait and higher prices, and with the extra steps involved
we could hardly make any profit. This led us to begin
studying lean manufacturing.

This process promoted single piece flow where each
piece is made individually shortly before it is needed. We
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were so accustomed to the well-travelled road of large
batches that we thought it was impossible to manufac-
ture furniture this way. But our customers didn't want a
batch of one hundred coffee tables. They wanted an end
table, a coffee table, a dresser, and a china cabinet with
their choice of colors, wood species, and hardware on
each. And they didn’t want to hear that we're out of the
end tables. So we gave this process a closer look.

We began to examine “value-added” steps and “non-val-
ue-added” steps in our process.” Steps that add value are
anything that transforms material toward the end product.
Steps that are considered non-value, or waste, are machine
setup, stacking and unstacking material, or even turning
a piece upside-down. We had a lot of non-value work
going on in the warehouse. In fact, we had a person whose
full-time job was just moving things around, and in the
process of moving things around we had an average of
300-500 units damaged per year.

As we dug deeper and engaged our employees in the
discussion, we discovered that on a typical day nearly
50% of what an employee did was flip a board over, move
a board from here to there, stack and unstack. | was
stunned! One of the glaring weaknesses of single piece
flow was the need to frequently reset a machine. This is
non-value. But considering all the non-value we were
doing with the large batch process, | realized that | could
take those wages and invest them in machine setup.

We decided to do a test model in the most difficult de-
partment—the dovetail drawer boxes—and convert it to
single piece flow. The conversion exceeded our expec-
tations. We cut our average time per drawer by 30%, and
we could make any size we wanted. As we expanded this
to other departments, we discovered that we could also
dramatically reduce machine setup time by investing the
time to fine tune the procedure and practice doing it.

This led to more changes. We discovered that we could
increase our production capacity by 30% and use 10,000
square feet less floor space than previously. We no longer
needed our second location. The money and space tied
up in inventory were reduced by 70%. We were now
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managing orders instead of inventory. Order fill rates
went from 85% to 99%. And the lumber to loading dock
time (the time from when you pick up a board until it is
ready to be loaded on a customer’s truck) went from eight
weeks to three days!

A different take on employees

The final shift came in the way we viewed our employees.
Generally we thought of them as arms and hands to
build stuff. That is an old and well-travelled road where
the fox sits as well. We discovered that employees got
more satisfaction from spending their day building a
whole piece of furniture rather than cutting five hundred
boards someone else would assemble into a batch of
mule chests. This is part of the “soft stuff” Art Raymond
encouraged us to pay attention to. Satisfied employees
will work more efficiently, safely, and willingly than
someone only seen as arms and hands.

The lean manufacturing process teaches that one
of the worst forms of waste is using only your employ-
ee’s muscles and not their brains or their creativity. Here
is one line of reason: if the average human has fifty
thousand to seventy thousand thoughts per day, that's

Another part of this less
travelled road was rewarding
our employees for production,
rather than punishing them.

sixteen thousand in an eight-hour shift. Imagine the
benefit to your company if at least 1% of those thoughts
went into ways to improve your process. What if just a
couple of those thoughts turn into great ideas? With
this in mind, we now have weekly suggestion meetings,



and team trouble shooting. In every department there
is a white board where an employee can go any time to
write down suggestions. Most of our new ideas now are
coming from our employees out on the floor rather than
from management.

Another part of this less travelled road was rewarding
our employees for production, rather than punishing
them. Employers are always happy to get more work done
in less time, but not employees. They aren’t there to get
work done. They are there for the economic benefits. If ef-
ficiency goes up and they work less hours, their paycheck
is down at the end of the week—but my profit is higher.
So we have hypothesized that if we pay for hours, we will
get hours from our employees, and if we pay for produc-
tivity, we will get productivity.

This was more complicated than you might imagine,
but we have worked out a profit-sharing system. When
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productivity goes up, so does the pay per hour for that
project. Even if you work only 35 hours, you take home
the same amount of money as long as the production
equals what is expected in a 40-hour week.

Conclusion

We are still exploring this new road. Your new road may
be different than ours, but what is the same for everyone
is that the well-worn path is not necessarily the best
one. We, like the ducks, become comfortable and ac-
customed to our routine. But the fox lurks in the form
of competition, customer’s changing desires, new reg-
ulations, increasing imports, and a slumping economy.
Try the road less travelled. It involves a new view of your
customers, your company, your production process, and
your employees. And it leads to the pond!

Elam Esh, of New Providence, PA is the owner of Country Value Woodworks, LLC, a manufacturer of hardwood furniture

distributed throughout the Unites States.
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